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WHENA COMPANY CALLS DAEWOO, 
THERE ARE 70,000 REASONSWHY. 





Our people possess the kind of dedication and drive that f 
have brought Daewoo $4 billion in consolidated 
sales, in 1983 alone. 


Companies respect the talent and innovation that have led 
to expertise in dozens of fields. From trading to 
finance, electronics to construction, telecommunications 
to heavy machinery, auto manufacturing to shipbuilding, 
Daewoo has become one of the largest, most 
diversified multinational companies in the world. 


No matter what your project or venture may be, when you 
need good partners, first look for good people. 


You'll find 70,000 of them at Daewoo. 


KP 2972 


DAEWOO 





Daewoo Corp., C.P.O. Box 2810, 8269 GOOD PEOPLE MAKE GO OD PARTNER 
Seoul, Korea Telex: Daewoo K23341-4 
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LETTERS TO THE EDITOR Ee 


Colonial clients 


Rodney Tasker's article on Brunei [9 
Aug.] is eye-opening not so much for its 
contents but rather for his failure to 
understand and appreciate the politi- 
cal development of Brunei since that 
country became a protectorate of Bri- 
tain some 75 years ago. 

The predicament of the Chinege 
community in Brunei was and still is 
the legacy left behind by the British 
colonialists who, being the patrons, 
were indecisive what to do with their 
clients — the Chinese community, 
whose main function in society was to 
serve the economic interest of British 
capitalism in return for whatever 
privileges they could get from their 
colonial masters at the expense of the 
local Malays. 

Unlike their fellow immigrants in 
the neighbouring countries of Asean, 
the Brunei Chinese were and still are 
very fatalistic and have not partici- 
pated in the political development of 
the country. While the Malays or- 
ganised themselves into political par- 
ties to regain their long-lost sovereign- 
ty, the Chinese sat on the fence hoping 
their patrons would come to their aid 
after independence. 

On the other hand, even during the 


colonial era the Brunei Government 
gave the local-born Chinese enough 
time to apply for citizenship as pro- 
vided for by the Brunei Nationality Act 
of 1961. Yet the Chinese community re- 
mained indifferent to the offer and 
now they say they did not get fair treat- 
ment from the government. 

Kuala Lumpur ZAINI AHMAD 


Is this a record? 


Malaysian Prime Minister Datuk Seri 
Mahathir Mohamad's ambitious plan 
for a Malaysian car [REVIEW, 19 July] 
may not be as far-fetched as the Kuala 
Lumpur aerobus system the govern- 
ment insists on setting up against 
strong criticism. 

With cars, at least there are enough 
knowledgeable Malaysians to ensure a 
certain quality and maintenance, and 
they can be exported to earn foreign 
exchange. But the aerobus is some- 
thing which no other country in the 
world has built, not even Switzerland, 
the country that developed it. Do Ma- 
laysians have the expertise to service 
it? 

I wonder if Malaysia is buying this 
expensive system on the strength of 
superior Swiss technology апа in- 
genuity, or its great usefulness to a 














"Melbourne and Sydney 
now share a certain stule. 


A Reagent." 






ALBUQUERQUE. AUCKLAND. CHICAGO 


SINGAPORE 7373555; TOKYO 03-211 
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630321, TELEX 37724; HONG KONG 3-663361; 
-4541 OR SEE YOUR TRAVEL AGENT. 
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Sydney and Melbourne 
have never seemed so 
close. For now, each city 
boasts a Regent. And 
each of these hotels 
reflects a style and 
elegance only found in 
the other. 

The Regent of 
Melbourne and The 
Regent of Sydney. 

Hotels for the interna- 
tional traveller accustomed 
to, and finding once 


again, perfection. 


the 
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MELBOURNE SYDNEY 
A REGENT * INTERNATIONAL HOTEL 






































ee eee 


small area of the country, or 
likely, just an expensive mentio! 
Guinness Book of Records. 


Kelang, Selangor к.с. 


No compromise 


Your cover story on the anniver 
Benigno Aquino's assassinati 
Aug.| is the most impressive 
written by the foreign press. It : 
merely report on the соттет‹ 
but more importantly touched 
significance of the assassinat 
how it affected the Philippines 
people. The analyses of the ec 
and political situation presente 
enlightening insights. My congi 
tions to Guy Sacerdoti, Richai 
tions and Nayan Chanda for 
splendidly done. 

The “amorphous Aquino 
ment” which arose after the t 
paved the way for the emerge 
“cause-oriented” groups now p 
ing pressure politics in the "| 
ment of the streets” — rallies an 
onstrations. These organisati 
whether "Left-leaning" or moc 
— are also responsible for awa 
and educating the people. Never 
has the opposition to the Ar 
bases, the transnational corpo) 
and the World Bank/Intern: 


| Monetary Fund gained such gro 


the public consciousness. 
The national mood or attitu 
changed since 21 August last 


| Citizens are tired of traditional 








cians of the past decades whi 
only served their own self-intere 
new politics today is no longer 
personalities, but about isst 
causes. 

But despite the political awa 
of the Filipinos, it appears that ; 
has returned. And this is most 
rent in the reduced number of pe 
the mass protest movement. W 
before in Makati, the country": 
ness centre, tens of thousands 
join rallies and demonstrations 
are now just hundreds who do s 
failure to sustain the interest 
people is most intriguing. 

The decline in public interest 
attributed to the elections, whi 
vided the opposition. Where: 
Roman Catholic Church, the } 
business community and the n 
ates were united in demanding tl 
ignation of President Ferdinanc 


| cos in the months following the 


sination, the elections changed 
outlook. The strategy was to allc 
president to hold on to power in 
to avert any power struggle and, 


| same time, make Marcos give som 


cessions in time for a future pei 
transition in Bovernment. 

But whether this is right or not 
tactics have disillusioned many 
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Conquest V : 
eration lithium меа oe 
came first, followed by silver 
Battery life is xd: years or more and 
exceeds that of an 5 watch 
battery by a factor of three 
Unprecedented finish. Case 
and Бане of the models shown 


here have а dicrinctive cilken finish 


Conquest 
is the теп s ти 
at right. All othe 
Longines Conqu 
models, both a 
апа men’s, are ¢ 
able in a varie 
metals and colt 
with a conventi 
quartz moveme 
All bave a sapi 
glass and are u 
resistant to a dé 
of 100 feet. 


made RR „фе dde: hard › 
alloy and finished with a la 

even د و‎ ee or titaniun 

It i is dud lave: yer, obtained 

ion bombar Иене whick gives 

watches their characteristic grey 


aspect. 

Then there is the Swiss craf 
man's touch, something the VHF 
shares with the verv first watche 





jewelry Stores of Tokyo, 
restaurants in Beijing, hotels 
in Brisbane. One card that 
opens doors to a world of 
services and goods in more 
than 150 countries. 

Diners Club. Your World Card. 
Get Your World Card. 

And own the world. 
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ao eae, “the p and the busi- 
nessmen want is the repeal of Amend- 
ment 6 which gives the president the 
power to legislate. If Marcos finally ac- 
cedes to the clamour for its abolition, 


then national reconciliation is still 


possible. But should he remain ada- 


mant, as he is wont to, then we might аѕ 


well forget it. 

However, before we forget, the find- 
ings of the Agrava i inquiry into the as- 
sassination will have a greater impact 
. preceding the issue on Amendment 6. 
| 1f the findings point to a military con- 
 Spiracy, then the president will have to 
| act with resolve to show his sincerity 
and innocence of the heinous crime. 
Should he decide to spare his "people" 


out of gratitude for their service and | 


loyalty, then indeed, as Aquino hàs 
said: "There is no compromise with 
tyrants." 
Manila 


Renée Wang [LETTERS, 23 Aug] 
praised those who are able to resist 
pressure from joggers to join in the 


"sport." In Norway, my home country, | ٠ 


;an association was formed with the 
; ' bombastic name Foreningen Til In- 
` nelivets Fremme (Association for the 
. Furthering of Indoor Life). The found- 


"er was a satirical columnist in the | 


country's biggest daily Aftenpost and 
| he would issue membership cards upon 
г request. (There were so many requests 

гаї eventually a cut-out membership 
card appeared in his column.) 

Among the many rigorous statutes 
with which members had to comply 
was one which disqualified members 
caught on the street — let alone in the 
wilderness — too often in a given 
period. Members were encouraged to 


report on transgressors. Outdoor ex- |: 
cursions were allowed only if they in- |. 
volved the transfer of one's body from | 


one's dwelling/office to one's bar. · 
' It would certainly help ardent þe- 


lievers such as Wang and Derek Davies | 


© be armed with a membership card 


which could be flashed in times of 11 


' pressure! 


Geneva H. P. BOE 


` Jogging and genetics - 


. As one of the " ghastly band" who jog- 


. ged outside the Traveller's dwelling 
, until leaving Hongkong, I was hardly 
surprised that yet another curmud- 
geon has found his way into p print in 

'iticism of jogging [2 Аце]. 

Of greater concern, however, is wh 
seems to be Traveller’ S superfi ial 
o of the pa of dim’ Ё ixx, 


| Lanham, Mac 


| Nedlands, №. A. 


JOY D. ALLEN 


e Derek Davies replies: It just shows, 
genetics will beat jogging anytime. 


Laager canned 


The expression "Foster's Laager" for 


the new Hongkong Bank building 
[TRAVELLER'S TALES, 16 Aug.] was 
first used in my "Jackson Road" car- 
toon strip in Hongkong's South China 
Morning Post on 21 February 1981. 
Your headline writer should be com- 


| mended for his sharp Ae dE and PUE 
j alit 


memory, not his origin 


@ Derek Davies replies: This must be a 
Taten of great minds thinking alike: 


| 
| 
| 
| 
| 
| 
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Your c cover rate ory û on № 

[26 July] was timely and wel р 
overall. However, the Malay 
dian Congress (MIC) was not 
by e oA Od North 
as you state, but as a joint e 
many groups- ne 
first president 

third. preside 


nent’ S mosa 
The comi 

the Nesa coc 

incorrect. I 


` US$ opa full I ied — 


Base: Singapore. | 


А, Our client i is a subsidiary of a. major | 
US-based group devoted to developi E 
continuously a diversity of products and 
services to meet the growing needs of —— 
various businesses in industry, commerce 
and banking. This fastexpanding — 
international trading company wishes to 
appoint an Area Manager who will be 
responsible for. cave PIG: markets for 


related products in Southeast. : 

A product range in the Area - 
Manager's portfolio will consist of fully ‹ or 
partly integrated high К 
processing systems; from zs Taw crops — 
production to drying/freezing, canning/ 


packaging and marketing. ‘Expansion will а 


fall likely іп areas such 
fluid fertilizer and anit 
focus will be on Singa Malay 
Thailand and the Philippin 

The Area Manager is Eo to 
identify and develop two-way trade: 


opportunities within the region as. well as 


identify and course products for sale | 
outside the region. Assessment of trading 
partners, country risk evaluation, © 
negotiating and executing trades to 
successful conclusion would be part of his 
functions. Extensive travelling, up to 
remote areas, should be accepted | 
as a way of life for this position. 

Our client seeks an imdi- ' 
vidual who has depth and 


(Ref. 2 A20 


breadth of experience 1 in 1 marketing and 
sales of f rent =r : tal goods а 


ii ye ee нани рь contac 3 
and government sectors: 
should be capable of rel: 
ethnic groups ; and pre 
converse in Bahasa. To six 
position; he should Have g 
judgment, superior ney 
self-starting ability, ce 
creativity and results-orien 
This position will appeal to an __ 
individual who is có TH ed to firidi ng 


new business ind s mal inga long-term 
career in the region. An attractiv 
remuneration раска ; incorporating. 
expatriate fringe benefi sas s appropriate, 
and a generous perior i 


bonus will be offered to the perso 


night calibre. 
SE CURE f Y:N 















t has helped more than 5,000 
TS own or operate assets which 
ive a current market value of M$250 
Wien (US$106.4 million). There are 
-serious problems in.Nesa. — — 










hd subsequently. president) of the 
IC, and the founder president of Nesa. 


RAMANE MANICKAVASAGAM 








many -other cooperativ ves. To | 
| Singapore. 


write with the authority of one. 
ose father was a founder member . 


phasises multiracialism and meritoc- 
racy, Malaysia places too much em- 
phasis on the Malay language, culture 
and religion. Very often, one's ethnic 
origin plays a more important role 
than one's merits. A few examples аге: 

> It is much easier for a Malay to get 
into a Malaysian university than it is 
for a non-Malay, despite the fact that it 






























. provides research and consultancy to airlines, hotels, government 
` tourism organisations, and other travel industry clients. We have 
been established ter 24 years andarea leading research institute in 
our field. | 


MARKETING AND RESEARCH EXECUTIVES are wanted for the 
Asia-Pacific region. They would be based in Hong dinis: or Manila, 
and would travel throughout the region. 


: Should have experience in two or more of the following fields — air- 
` fines, hotels, market research, consultancy. A record of successful 
sales experience is essential. 


: Responsibilities include the planning and supervision of research 
cts . . . liaison and sales activities with travel industry clients 
the analysis and reporting of research studies. 


! 5 SA CAREER OPPORTUNITY. Our research activities are ex- 
: 1 WU 5; in Asia and through- 







































PROSPECTS. FOR ADVANCEMENT ARE GOOD. Succeas in the 
present assignment canlead to appointment a as Marketing Director 
or as Regional Director. 


Please write fully (including details of experience, salary history 
and expectations, languages, etc) to The President, International 
Travel Research Institute, ADC-MIA P.O. Box 7419-M, Manila, 
Philippines. REPLIES WILL BE TREATED IN STRICT. CONFI- 
DENCE. М | 























is a fundamental human right to have 


The INT ERNATIONAL TRAVEL RESEARCH H INSTITUTE (INTRA) 






ies gretted. 





ter in n Malaysia than the Malays. in. ‘dic 
While Singapore em- | 





Pune on n TV, programmes on | other à 
religions are not allowed. Although. 
Islam is Malay: sia's official religion, do 
we not recognise Malaysia as a multi- ` 
religious country? : 
» Performances of the Chinese lion 
dance require police permits. | ; 

Hundreds of thousands of Indone- . 
sians are now working in Malaysia 
with official sanction despite the coun- : 








o S unemployment rate. running at: 





о. On the other hand, Viel 
ee are barred. Is this an attempt to 
increase the Malay моск? .- > 
. The Malays.in Malaysia will always 
be the dominant political force, so such. 
a racialistic approach to increase the 
Malays' political power is unnecessary: 
and uncalled for. Malaysia is for Ma- 
laysians. Malaysia is a multiracial, 
multi-religious country and. that 





should never be challenged. Any at- 


tempt to change such an entity istan- 
tamount to a betrayal of the various 
communities who fought so hard for 


our motherland's independence. There 


must come a time when all Malaysians, 
regardless of race, are treated as equal 
Malaysians — the sooner the better. 

Kuala Lumpur Y.J. CHAN | 





Zahrullah Khan ILETTERS, 26 July] 
seems to be very pleased with the re- 
cent presidenti al ordinance against the 
Ahmedis in Pakistan. But itis wrong to 
accuse the Ahmedis of creating bitter- 
ness and division in Muslim countries 
in South Asia. When the Ahmedia 
Jamaat was founded, there were al- 
ready some 70 sects in existence with 





very little love for one another. 


However, this is not the first time: 
such accusations have been made. The: 
Koran is. full of. accounts of majority 
groups blaming: minority groups for- 
causing dissension. If Khan reads the 
Koran carefully, he: will. understand 
who are the accusers. and who are the: 
accused. , | 
Serdang, Selangor 
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CORRECTIONS 
A story on the Thai Government's takeover 
of Asia Trust Bank Ad pen incorrectly 






E тера. before the. takeover: The error is re- 





A ате with. TE iE STH 
'OLUMN [20 Sept] pur- | 
porting to be of Malay- | 
jan Deputy Minister of - 
Home. Affairs Kassim 
Ahmad (left), was in fact 
_ a different . Kassim: 
т d. The error is re- 
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4 October 1984 


Vol. 126 No. 40 


The date 26 September 1984 goes down in Hong- 
kong's history as the day that begins the change from 
Hongkong British Crown Colony to the Special Ad- 
ministrative Region of Hongkong, China. The initial- 
ling of the Sino-British agreement on the territory's 
future is the beginning of a new era both in Hongkong 
itself and possibly in relations between London and 
Peking. It is, moreover, seen as a triumph for quiet 
diplomacy on both sides of the table. Editor Derek 
Davies writes and comments from Hongkong along 
. with Anthony Rowley on land, Michael Westlake on 
aviation and Emily Lau on nationality. Pages 12-17 





Cover illustration by Morgan Chua. 


Page 25 

Thai Prime Minister Prem Tin- 
sulanond disproves a rule by re- 
taining his clout in the army after 
the move to civilian life. 


Page 26 

Reports from the United States of 
an imminent Indian attack provoke 
uneasiness in Pakistan — but deri- 
sion in India. 


Page 28 

Washington seeks ways of ensur- 
ing that computer technology will 
not leak to the Soviet Union via 
Asia. 


Page 44 

Singapore's opposition is left 
standing as the general election 
race begins. 


Pages 56-58 

Japanese officials are concerned 
about the nation's increasing de- 
pendence on exports in its econo- 
mic recovery. Meanwhile, an ex- 
pensive rice stockpile raises ques- | 
tions about farm-subsidy policies. 


65-66 | 
The sky's not yours alone, Singa- | 
pore Airlines is told. Meanwhile, 


Malaysia and Singapore react in 
different ways to a flood of im- 
ported cement. 


Pages 82-83 

As Bank Bumiputra reveals how 
hard hit it was by the Carrian col- 
lapse, the facts of the case 
private in Hongkong. Meanwhile, 
Malaysian Finance Minister Daim 
Zainuddin speaks out on banking. 


|! Page 84 


There are worries about how fully 
Manila will comply with conditions 
imposed in the granting of an Inter- 





Malaysian Airline System finds it : | 

i national Monetary Fund standby $ 

Pages 30-32 really has wings of gold. credit facility. ; 
There are fresh signs of a thaw in | 

North Korea's relations with the | Page 70 Page 87 


outside world — particularly in its 
'no-strings' offer of aid to the 
South. 


Regional Affairs 


Cover story: Initialled, sealed and 
delivered 
Nationality: please pass the 
passport —— — 
Land: literally a new lease 
8 yA MEC 
Aviation: unfasten your seat 
belts 
Thailand: Old military-school 
ties — 
Foreign relations: Talking up the 
tension Ф 
All eyes оп the skies 
Please do not forward — — . 1 
A thaw in the North? s 
Smile diplomacy | 
Singapore: Cause seeks 
rebels 4 
Japan: No more alarm bells 
Burma: Another line of attack 





The rupiah remains under pres- 
sure despite Indonesia’s efforts to 
resist devaluation. 


Arts & Society | 


Nudity: Aesthetics East and West: 
the bare facts of lile n] 
Painting: Chan's challenge with the | 
changing canvas of a city 52 | 
| 


i 
| 
| 
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Business Affairs 


Economies: Japan's one-track 
locomotive 1 ER 
Changing the balance ____  . 1. 
Agriculture: Deficit on Japan's псе — 
Costly with a K 1111. та. 
Aviation: Asia's not-so-open skies _ 
MAS, the poor little rich airline — 
Energy: Bringing on Brunei's reserves _ 
Finance: Thailand's revolving-door 
DONC ee Sa ا‎ > 
Policies: NZ's meeting of minds 
Currencies: No change in Jakarta _ 
industries: Flood from the sea 


m 
80 


British and Japanese investment 
houses join hands to tap the mass- 
ive pension-fund market. 


Companies: BMB not all under 

the carpet _ 

Behind closed doors — E 

Once is enough — . 1 
Borrowings: No will, no way for Manila 
Investment: Barriers come down — 
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Economic Monitor: Taiwan — . 
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Minister. Lee Kuan | 
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cs had Deen Wide ase 
f local press for some 
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һе "probler - =з - the 


| round of talks | in 
elhi in early 1985. 

ourth round in New. 
| October 1983, China 
d to examine India’s 
ji sal for a sector-by-sec- 


ona comprehensive 
din: the. nature. ot a 


Prime Minister 


р 

1 explained by his wife 
izel as a delayed reaction to 
mily tragedy: their.daügh- 
Roslyn, 23, and son-in-law 
Aatt Dillon, 29, are ODORE 
eroin addicts. h 

^ At the press conference, 
Hawke: was confronted. with 


cock that he was a 
crook” who waseasing off the 
` pursuit of orga 
Mrs Hawke's É 


rex lation is 


prime" 
initial 


firmly "bind the: 
minister after some. 








Tsien 65, Singapore | 


will. press its charges whe 
| parliament resumes on 2 Oç- 
. | tober that a new 


Peri ; оо nomi- | 


Vietnamese leader т 
n n | seeks aid from India ^ 


. |. Communist Party of Vibia 
secretary-general Le Duan’s | 
talks with Indian leaders on | 
21-26 September did not re- | 
sult in any new proposals on 
|.the Cambodian issue, as some 
had hoped. Le Duan merely. 
ы е that such regional | 
problems should be settled by 
countries, | 


manpower ну | 


| Quynh expressed Hanoi's de- 
sire that Indian aid for cor 


Ма brief war in 1962 — | 


3 the; p оре, jai il Kim Dae 


charges made earlier by op- | 
position leader: Andrew Pea-. 
"little | 


ised crime. 









‘ously introduced bis. family | 
affairs into the crime debate |, 
‘and that his emotional out- | 
burst cast doubt on his steadi~ 

: ep Robert Fell, Hongkong's 


ness under pressure. 
However, 


the opposition 
. commission, 


it replaces. | —HAMISH McDONALD 


Southeast Asian 
without outside inter ference. 


The high-level Vietnamese | 
delegation's talks with New | 


Delhi officials focused instead 
on economic cooperation. Viet- 
namese  Vice-Premier Tran 


‘tinuing Vietnamese projects 


be continued and he provided | 
a long list of proposals for 


| wide-ranging 


sectorenterprises in India. 


— MOHAN RAM | 


Seoul implies it may 
| Jung 


The rosis Korean: Сох rn 
ment has implied that opposi- 








поп leader Кіт Dae Jung may 


be jailed if he follows through 
with his recently announced 
| plan to return home from the 


| United States in December. A 


Justice Ministry statement, 
responding to reports from 
Washington that 


ment to help assure his safety 
upon his return to Seoul; 
stressed the fact that Kim was 


still. on parole from a 20-- 
year prison sentence, 


which 
he received as a result of his 
conviction for sedition in 
1981. 

The statement also said Kim 
had broken his promise "not 
to engage in political ac- 
tivities" while out of the coun- 
try. However, his supporters 


in South Korea have issued a 


‘statement warning the gov- 


| ernment that returning him to 
| prison “would provoke an ir- |. 
| reversibly unfortunate situa- [р 
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crime 
formed under 
| Hawke's government, has only’ 
| limited powers compared with 
| the ad hoc Royal Commission |” 


collaboration | 
. with both public- and private- | 


Kim has] 
an | asked the US State Depart- 
vke'stearsat a 20 Sep- | 

ress conference have - 









Fell to head Hongkong 
‘banking commission 

s com- 
missioner for securities and. 
commodities trading, is to 
take over from Colin Martin as 
| commissioner of banking and 
 deposit-taking companies 
(DTCs) in November. This 
| forms part of a reshuffle of 
senior financial officials an- 
{nounced on 25 September 
















































.| under which Ray Astin, cur- 
. jrently solicitor- general, will 
4 take over Fell's duties at. the 


Securities Commission. Mar- 
tin, 51, will retire from public 
service. 

The replacement of Martin 
by Fell has been rumoured for 
i some months. The prudential 
| supervision of Hongkong's 
134 licensed banks and 345 


| DTCs has been the subject of 


strong criticism since the col- 


| lapse of a number of DTCs in 


1982 in the wake of the prop- 
erty market collapse and as a 
| result of malfeasance in some 
Cases. 

It was announced earlier 
this year (REVIEW, 1 Mar.) that, 
| att the request of Financial 
Secretary Sir John Bremridge, 
| the deputy head of the Bank- 
| ing Supervision Department 
"of the Bank of England, to- 
gether with a more junior offi- 
+ cial, would scrutinise the sys- 
tems of banking and DTC 
supervision in Hongkong. The 
departure of Martin, who has 
; headed the. Banking Commis- 
sion'since 1978, is believed to 
be one result of this scrutiny 
апа the assumption is that 
| tighter controls will be intro- 
duced under Fell. 

m~ ANTHONY ROWLEY 


Thai-South Korean trade | 


to be stepped up 
Unlike the Thai-Japan Joint 
Committee on Trade meeting 
in late July which produced no 
"concrete outcome (REVIEW, 16 
Aug). a meeting of trade 
ministers from Thailand and 
South Korea, held in Bangkok 
on 20-21 September, agreed 
that both countries should 
_ make their best efforts to raise 
bilateral trade to US$1 billion 
by 1988. 

Thai-South Korean bilat- 
eral trade has been expanding 
rapidly — rising from US$34.4 

million a decade аро to 
/US$290.4 million in 1983.. 
Down both countri ies seem 







pet. more "Hinished South 
Korean products such as steel, 
electricals, electronics and fer- 
tiliser.- 

Both countr ies agreed to di- 
| versify - their trade — “from 
sources. which enjoy” ‘large 
surplus: in their trade with 
Thailand and [South] Korea." 


It 15 generally understood that . 


Japan features prominently: 
<< -PAISAL SRICHARATCHANYA 


Marcos r may lift curbs - 
Je eie 









There г are growing s indications | 
that the Philippines will soon. 


lift restrictions on profit re- 
patriations by foreign invest- 
ors in the country. The curbs 


were imposed in late 1983 as. 


part of emergency measures to 
stop the foreign-exchange 
haemor rhage that had exacer- 
bated the country's economic 
crisis. 


Echoing earlier suggestions | 


Philippines. governor Jose 
Fernandez, President Fer- 
dinand Marcos told a visiting 
foreign investor on 24 Sep- 
tember that such limits on 
profit repatriation will be cut 
once the currrent negotiations 
with the International Monet- 
ary Fund are over (page 84). 

~~ JOSE GALANG 


US Senate passes 
assorted trade bill 
The United States Senate has 
passed the Miscellaneous 
Trade Bill. a measure which 
incorporates elements of the 
plethora of trade bills intro- 
duced in both houses over the 
past year and a host of amend- 
ments. The main features’ of 
the package include reciproc- 
ity legislation, a 10-year re- 
newal of the generalised 
system of preferences (GSP) 
programme, which expires in 
January, and a broadening of 
the basis on which the Inter- 
national Trade Commission 
(ITC) can determine injury. to 
Us firms. | 
The reciprocity section 
would .grant, the president 
wider powers to retaliate if 
barriers to US exports are not 
removed through negotiation. 
Of major import for Asian na- 
| tions is the GSP renewal. It 
| contains an amendment that 
| developing countries must 
| protect-intellectual property 
right ‘(such as DAI па 


| 
| 
| 
| 
made by Central Bank of the 
| 
| 
| 
| 
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BURNING DESIRE 






. The recent decision by the Thai 
army to burn and abandon a 


major Communist Party of 
Malaya (CPM) base camp 
captured by troops in July 1982 
has provoked criticism from 
counter-insurgency experts. The 
сатр, in jungle about 10 km from 
the Malaysian border, included a 
spacious meeting hall, living 
quarters for about 70 guerillas 
and a three-tier catacomb of 
tunnels and bunkers, and was 
used for 15 years as headquarters 
of the CPM's 8th Regiment. Thai 
troops had opened access to the 
camp by bulldozing a road 
through the jungle. Some experts 
believe that destroying the camp 


_ AFGHANISTAN 


Three Soviets were killed in a rocket at- 


tack by Muslim rebels on Kabul airport. A 
^ Western diplomatic report from New 


Delhi said (25 Sept.). 


"Brian and China announced they had 


reached agreement on the future of Hong- 


kong (19 Sept.), The joint declaration will- 
be initialled on 26 September, it was an- | 
e nounced (22 Sept.). | | 


Two y edle died and РУЯТ were injured 
in communal violence in Hyderabad (19 
Sept.). Andhra Pradesh Chief Minister 
N. T. Rama Rao won a vote of confidence 
in-the state assembly (20 Sept.). Vietnam- 


ese party secretary-general Le Duan ar- 
rived on an official visit. A priest was 


stabbed in Hindu-Muslim clashes in 


|... Andhra Pradesh (21 Sept.). India arrested 
[| 3 Pakistani spies in. Kashmir, the Press- 
. | Trust of India said (23 Sept. j. Police reim~_ 
| posed а partial curfew in Hyderabad to` 


| Prince Norodom Sihanouk 


` Kampuchea coalit 


g the small 
oops quartered | 
“was captured, 
will be able to 





move back into the area. 






PRINCE E OF THE P. 





president of the Democratic. 
ion, will be the 





only head of state invited to 


| attend celebrations in Peking on 
1 October marking the 35th 


anniversary of the communist 


| takeover. He will be accompanied | 
by Khieu Samphan and Son 


Sann, leaders of the two other. 
factions i in the coalition. 
government. Meanwhile, the 
largest-ever contingent of " 
Overseas Chinese from Thailand 
will attend. The Sino-Thais are 
going under the banner of the . 
Thai-Chinese Chamber of 
Commerce and will be the only 
group from Southeast Asia. The 
main delegation will go to Peking 
and three smaller groups will 
participate in the celebrations in 
Canton. 


FACE ON THE LINE 


Thai Foreign Ministry ‹ officials 
say that the recent border clash 
between Thai and Lao troops at 
Uttaradit resulted from the Thai 
army relying on inaccurate 
suryey maps prepared by the 





negotiating the térins for the фий 
of troops from the Golden Temple i in Am- 
ritsar (25 Sept.). | 


Twenty Muslim dissidents were ar- 


rested in a crackdown on the opposition, it 


was idi n En Sept.). 





The Lour gov ernment gave support to 


a bill seeking to ban nuclear-powered ves- 


| sels and nuclear weapons from New Zea- 


land (19 Sept.). 


Pyongyang said it would honour the 


` South's position on the delivery of North 
Korean relief goods for flood victims (19 


Sept.). 
PAKISTAN 


Several people from Afghanistan de- 


` fected with ап air force aircraft, Pakistani 
DICH said (ee E ). 


PES 00 deinonsiraioti Wei pre- | 


| urged caution, but the am "n 2 
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| Races on the Thai si 
frontier. According to the 


| (21 Sept.). About 50,000 peor 
| homes after the Mayon voleant 
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vented by a police blocka de frei Ж 
a bridge leading to the p 


it was reported (23 Sept.). 





Pelmo Minister Lee Kuan Yev 
pointed his elder son, Bea ; 
Hsien Loong, as political secreti 
minister of defence (21 Sept.) Le 
Loong will stand as a candidate 
ruling People's Action Party in t 
general election, it was announced 
Sept.) 


SOUTH KOREA 
More than 1 000 students and young. 
workers calling for the resignation of Pre- 

sident Chun.Doo Hwan clashed with riot. 
police in Seoul (19 Sept.). About 300 stu- 
dents demanding the resignation of Chun | 
clashed with riot ре (21 Sept.) 









































































y Derek Davies in Hongkong 
ritain and China on 26 September 


, initialled an extraordinary set of 
"documents designed to ensure 





g should continue at least until the 
ddle of the next century. For the 
st time in modern history, Britain, 
tead of granting independence toa 
onial possession, àgreed to restore 
eignty to its original owner. 


ninist state, prone in the past to ex- 
s of chauvinism. and xenophobia, 
made legally binding public prom- 
on how a part of its sovereign ter- 
will be administered. 

e joint declaration, which con- 


ces and freedoms promised to post- 
97 Hongkong, contains no surprises 
for REVIEW readers. The documents 
represent a masterpiece of drafting, 
king account of China's unwilling- 
ess actually to make promises to the 
treating colonial power, but consti- 
ute what finally both countries were 
able to agree needed to be spelled out 
‘considerable detail if continued 


ingkong and the rest of the world 
s to be ensured. 2 
The joint declaration, after record- 
g the friendly relations between Bri- 
ain and China in recent years, states 
at the two governments had agreed 


uestion of Hongkong," which is 
ibed as "left over from the past," 
d be conducive to thecity's future 
y and stability. 

lis CAE the jointly agreed text 
yrds China's intention to recover 
igkong (“the common aspiration of 
ntire Chinese people") on 1 July 
. In the next paragraph, Britain 
declares its intention to restore 
g ong to China on the same date. 
hina then basically re-states the 
point proposal it released during 
e course of the negotiations in 1983, 
umerating the administrative steps 
ill take to ensure that Hongkong 
continue to function much as it 
s now after the switch in sovereign- 
, including guarantees of human 
rights, a wide range of freedoms and 
the preservation for 50 years after 1997 
of both Hongkong s capitalism and its 
lifestyle." Peking having been per- 
suaded that such broad-brush unilat- 
'eral promises would be insufficient, 
the 12 points are expanded upon at 
- some length and in much greater detail 
ithe first annex to the declaration.. 




















{ће prosperity of capitalist Hong- - 


ain unprecedentedly, a Marxist- 


nsa comprehensive range of assur- - 


fidence on the part of the people of - 


at a “proper negotiated settlement of. 
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. months: the first annex, which || B 
Spells out in 14 separate aer سا‎ 


The declaration itself then goes on to 
record in the names of both govern- 
ments that Britain will continue to be 
responsible for the administration, 
stability and prosperity of Hongkong 
until 1997, and that Peking will coop- 
erate in this task. The two governments 
go on to agree to establish a Sino-Bri- 
tish joint liaison group to ensure the 
smooth transfer of соо ое 
duties 
spelled out in the second annex to the 
declaration): ‘The signatories then 
agree to deal with the problem of leases 
on Hongkong land in accordance with 





the (very: reasonable and practical) © 


provisions of the third annex. | 

These unilateral and joint declara- 
tions are then tied together in a vital 
seventh paragraph: "The government 
of the United Kingdom and the gov- 
ernment of the People's Republic of 
China agree to implement the preced- 
ing declarations and the annexes to 
this joint declaration." 

The last paragraph records the Sino- 
British agreement, subject to ratifica- 
tion by both countries, that the provi- 
sions of the declaration shall come into 
force when the instruments of ratifica- 
tion are exchanged — in Peking before 
30 June 1985. Two other vital sen- 
tences follow: "This joint declaration 
and its annexes shall be equally bind- 
ing," and finally: “Done in duplicate at 
Peking on 26 September 1984 in 
the English and Chinese lan- 
guages, both texts being Сатану 
authentic.” | 

Thus, though in. effect Peking’ 
is making promises extracted 
during long and . difficult 
negotiations by Britain, it is ac- 
tually making the promises to. 
the world at large, a unilateral: 
declaration of policy which in. | 
no way infringes on China's | 
sovereignty. The language of | 
the joint. declaration anditsan- f 
nexes is also cheering. The 
words “will” and “may” are 
used minimally; the more posi- 
tive and certain word "shall" is 
employed throughout. 

It is not surprising that the. 
two teams of drafters have been 
working so hard for so many 






An unprecedented : 
guar antees th " 


greement 
uture 


Highs the post-1997 administrative ar- 
rangements which China promises for 
Hongkong, covers all the main aspects 
of political, social and economic life. It 
is this annex which represents the de- 
gree of success of the British nego- 
tiators, for China felt that the 12 gen- 
eral principles it had enunciated should 
be sufficient, and every added detailre- 
presents an agreement by Peking that 
the assurances must be spelled out. 


t a certain stage of the talks, 
China argued that too many de- 
| tails would be too restricting. “It 
would be like taking a new-born baby 
and deciding at birth what it should eat, 
what it should wear, what schools it 
should attend and what its career should 
be for the first 50 years of its life," one 
senior Chinese source commented., 

In fact the first annex represents a 
compromise between the British desire 
for the maximum amount of detail and 
China's reluctance to be too closely 





| tied down in what is after all a legally 


binding document. The British, as one 


| senior source commented, realised that 


the desire to give confidence must be 
balanced off against the fact that 


Hongkong is a fast-developing society 


and economy, and that both cir- 
cumstances and laws must change if 
the territory is to be allowed to breathe 
and develop. 








Jelivered 


The agreement makes it clear that 
China's assurances, including. the 
elaboration of them in Annex 1, will be 
contained in the basic law on the 
Hongkong Special Administrative Re- 
gion (SAR) to be promulgated by 
China's National People's Congress 
(NPC) and will remain unchanged for 
50 years — until 2047. 

China's reiteration of its basic 12 as- 
surances are that: 

» It will establish the SAR of Hong- 


kong in accordance with Article 31 of | 


its constitution on resuming sover- 
eignty in 1997. 

» The SAR will be autonomous, ex- 
cept in foreign and defence matters. 

» It will be vested with executive, 
legislative and independent judicial 
powers, including a Court of Final Ap- 
peal, while the laws currently in force 
in Hongkong will remain basically un- 
changed. 

> The SAR government will be en- 
tirely composed of local inhabitants, 
with a chief executive appointed by 
Peking either as a result of elections or 
local consultations; the chief executive 
will nominate senior officials for ap- 
pointment by Peking; Chinese and for- 
eigners in the civil service (including 
the police) may remain in their jobs, 
while British and other foreign nation- 
als may be brought in as advisers or 
to fill certain government official 
posts. 

» The present social and economic 
systems of Hongkong will remain un- 
changed, as will its lifestyle. Rights 
and freedoms will be ensured by law. 
» The Hongkong SAR will remain a 


— ———————— 





free port and a separate customs territ- 
ory. 
» The SAR will continue as an inter- 
national financial centre with markets 
for foreign exchange, gold, securities 
and futures. Capital will flow freely 
and the Hongkong dollar will remain 
freely convertible. 
» The SAR will run its own finances 
independently, and Peking will not 
levy taxes on it. 
» The SAR may establish mutually be- 
neficial relations with other countries, 
whose economic interest in Hongkong 
will be given due regard. 
» As “Hongkong, China” it may main- 
tain and expand its economic and 
other relations overseas and may con- 
clude relevant agreements with other 
countries and international organisa- 
tions, while it will also issue its own 
travel documents. 
» The Hongkong SAR will be respon- 
sible for the maintenance of public 
order. 
» These policies, and the annex which 
expands on them, will be included in a 
basic law to be approved by the NPC 
and will last for 50 years after 1997. 
The 12 basic points contained in the 
joint declaration are elaborated upon 
by Peking in the first annex (though 
the 15 sections of the annex do not cor- 
respond to the 12 points). The first, ex- 
panding on Hongkong's future con- 
stitutional position stipulates that for 
the 50 years until 2047 “the socialist 
system and socialist policies" shall not 
be practised in Hongkong. While the 
conduct of foreign and defence affairs 
will remain Peking's responsibility, 
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RANT. 


The 26 September signing: ‘may this treaty last forever.’ 





Hongkong, as well as possessing exe- 
cutive, legislative and independent 
judiciary powers will conduct its own 
external relations over a wide field — 
in economic, trade, financial and 
monetary, shipping, communications, 
tourist, cultural and sporting matters, 
and will also enjoy a significant area of 
autonomy in ayration affairs. 

This section also makes it clear that 
Hongkong will be directly responsible 
to central government in Peking, not 
coming under the authority. of 


Guangdong province. 
i assurance that the Hongkong Gov- 
ernment will be composed of local 
inhabitants, with. а chief executive 
either elected or selected after consul- 
tations, who will nominate officials 
of the rank equivalent to secretaries 
for appointment by Peking, the annex 
spells out the fact that the legislature 
will be elected, that the executive au- 


n addition to the joint declaration s 


| thorities must act in accordance with 
| the law of Hongkong and will be ac- 


countable to the legislature. Further- 
more, it states that both the English 


| and Chinese languages may be used 





both by the government and by the 
courts and that, apart from the red flag 
with its five yellow stars of China and 
national emblem of the Peoples Re- 
public, post-1997 Hongkong may use 
its own regional flag and its own 
emblem. 

The section of the annex which 
elaborates on the laws of the Hong- 
kong SAR stipulates that the laws as 
they stand in Hongkong prior to the 
handover of sovereignty will be main- 
tained. The SAR's laws will therefore 
include the common law, rules of 
equity, ordinances, subordinate legis- 
lation and customary law, plus those 
passed by the SAR legislature — which 
will continue to have the power to 
adapt the law to changing cir- 
cumstances and refer to precedents ac- 
cording to developments in the com- 
mon law elsewhere 

All Hongkong laws, including those 
enacted after 1 July 1997, will be valid 
unless they contravene the basic law — 
that is, they are not in accordance with 
the terms of the joint declaration and 
its annexes (which will of course be 
stipulated in China's basic law). The 
laws enacted by the SAR may amend 
the pre-1997 laws of Hongkong only so 
long as they do not transgress the basic 
law's provisions. They will be reported 
to the standing committee of the NPC 
"for the record." 

The annex pays due tribute to the 
part the rule of law and the judiciary 
play in maintaining Hongkongs 
stability and prosperity, and makes 
provision for their continuance. The 
main change will be that the Privy 
Council will no longer be the court of 
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functions. Judges will be 


ccordance with the recommen- 
f an independent commission 
osed of local judges, lawyers and 


of the existing judicial service 


he grounds of inability to dis- 
his job or for misbehaviour, and 


‘of his peers. The appointment 
alof judges of the very highest 
will require the endorsement of 

,R's legislature (and will also be 
d, again for the record, to the 











jon 4 of the first annex is de- 
to still the worries of civil ser- 
МП employees of thé public ser- 
including the police and mem- 
the judiciary — will be able to 
ue in their jobs in the Hongkong 
n terms no less favourable than 
they enjoyed before 1 July 1997, 
ig pay and pensions. The SAR 
y to those who retire or com- 
eir contracts, as well as to those 
1 have retired before that date, 
ir dependents, all pensions and 
benefits due to them, whatever 
ationality or wherever they 


ch deals with the post-1997 fi- 
ancial system is admirably en- 

ing: it states simply that Hong- 
determine its own fiscal po- 
d manage and dispose of its fi- 


‘needs, drawing up its own 
5 and accounts and reporting 

^ Peking "for the record." 
er, it states that Peking will not 

xes on Hongkong, which will 
financial revenues exclusively 
own purposes. Once again the 





rity in financial matters. | 

on 6, which covers the econo- 
/stem and external economic re- 
is equally clear and almost as 





shall maintain the capitalist 
тіс and trade. systems" 


dividuals to own and dispose of prop- 


of a free port and continue a free trade 
policy, including the free movement of 
goods and capital." 

Hongkong will also be able to main- 


ers of the е judiciary will be | 
rom legal action in respect of - 


sd by the chief executive act- 
minent persons (much along the 


udge of the SAR may only be sack- 


only on the recommendation ofa 


e clarity and brevity of Section 5- 


resources in accordance with- 


legislature will be the overall - 


et. It repeats that the Hongkong ` 


and 
all decide its economic and trade 
icies on its own.” Individual rights. 
freedoms in economic matters will | 
' retained — notably the rights of in- | 


arty. Hongkong “shall retain the status | 





jain and develop its own economic and . 
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pass the passpc 
By Emily Lau in Hongkong 





: O: n the emotive subject of natiónal- 


ity, the Chinese have stood firm on 


. their refusal to grant dual nationality. 


In a memorandum attached to the joint 
declaration, China said all compatriots 
in Hongkong are Chinese nationals, 
whether they hold British Dependent 
Territories Citizen's (BDTC) passports 
or not. However, China has agreed that 
after 1 July 1997 they can use travel 


| documents issued by Britain, but will 
| not be entitled to British consular pro- 
| tection in the SAR or in other parts of 


China. 

Ina EM memorandum, Britain 
said all BDTCs would lose that status 
on 1 July 1997. But the British Govern- 
ment will seek parliamentary approval 
to give them a new status with an ap- 
propriate title. This will not give them 
the right of abode in Britain — which 


| they do not have at present anyway — 


but will give them some kind of British 





| trade relations, establishing economic 


and trade missions in foreign coun- 
tries. It will be a separate customs ter- 
ritory and will participate in relevant 
international organisations and inter- 


national trade agreements (including | 


preferential trade arrangements) such 
as the General Agreement on Tariffs 
and Trade. All Hongkong's export 
quotas, tariff preferences and similar 


| arrangements will be enjoyed exclu- 


sively by the SAR, which shall also 
have authority to issue its own certifi- 


cates of origin for locally manufac- 


tured products. 

As the explanatory notes to the 
agreement state, this section "provides 
reassurance both to the community at 
large in Hongkong and to its trading 
partners that the basis for Hongkong's 
flourishing free market economy will 
continue." By making it so clear that 
Hongkong will go on deciding its own 
economic policies, the joint declara- 


tion lays the foundation for the negoti- 


ations to come — with third countries, 
and to establish: Hongkong's right to 
membership as a separate customs unit | 
of GATT, its separate rights under 
agreements suchas that covering mul- 
tifibres and its rights to the various 
quotas and preferences it has won for 
itself as a separate entity. 


It is understood that so far no eles | 
have been put out to third countries or | 
to international orgahisations, but few 
difficulties are envisaged and several: | 


countries — including the United 


States and Japan — have already 


indicated their. willingness to - rec- 
ognise Hongkong’ 8 : -future gpecal 
status. = _ 


Тһе pre о of the paragraphs o 55 п po- | | ya 





passport and access to British consular 
services and protection when they are 
| abroad. However, only those born in 
| Hongkong before 30 June 1997 will be 
| able to apply for such status and they 
| will not be able to pass it on to their 
| children. . 
| Whether the new British passport 
| will be worth the paper it is written on 
| is debatable. Not too many Hongkong 
| people seem to attach too much impor- 
| tance to an almost worthless docu- 
| ment. The present BDTC passport 
| holders enjoy relative convenience of 
travel because. they are citizens of a 
| British colony. How foreign countries 
will regard SAR nationals holding Bri- 
| tish m o after 1997 is a great im- 
| ponderable. The fears of those who 
| dread the transfer of sovereignty will 
not be allayed by the new passport. 
| What they want is a place to which 
| they can паве 


tentially complicated matters is why 
this annex inspires confidence: where 
it is necessary, the annex goes. into 
adequate detail at some length, but 
where the two countries are simply ag- 
reeing that the present system and pre- 
sent freedoms will continue, the docu- 
ment confines itself to admirably brief 
but all-embracing guarantees. This is 
so when the annex deals with the con- 
tinuation of Hongkong’s legal system, 
its financial and economic systems, its 


external economic relations, its- 
and public order — all potential 


minefields had there not been such an 
evident meeting of minds. 
| The section on the monetary system 
is characteristically brief and forth- 
| right: Hongkong shall retain the status 
| of an international finance centre and 
its monetary and financial systems 
shall бе maintained. Also clearly 
stipulated is that the Hongkong dollar 
Shall remain the local legal tender; 
| freely convertible, with the “free flow 
of capital within, into апа out of” the 
Hongkong SAR safegu 
No exchange. i ссе wl be im- 
posed (though this may. seem at odds 
„with the assurances that Hongkong 
“will decide its own financial and eco- 
nomic policies!); The Hongkong SAR 
will be able authorise banks to issue or 
to continue to issue Hongkong cur- 
 rency "after satisfy ying itself that any 
‘issue of curret will be soundly 
` based.” Hongkong vill manage, as at 
present, ihe Exch nge Fund which 
rovides the b: g for the note issue 
latingthe exchange 
g ng dollar. aL ERE 


| 
| monetary system, shipping, education 
| 
i 
| 













































least seven years and $a hose who oha € 
right of abode only in Hongkong before 
1 July 1997. 

These people will be eligible for 
permanent identity cards and pass- 
parts issued by the SAR govern- 
ment, 

То help implement the joint dec- 
laration, a Sino-British Joint Liaison 
Group will be set up. It will not be an 


organ of power and will play no part in | 


the administration of Hongkong or the 


SAR. It will be set up when the joint. 


declaration comes into force on 30 
June 1985 and will continue its work 
until 1 January 2000. 

The work of the group will be di- 
vided into two parts. During the first 
half of the period, it will help to enable 
the SAR to maintain its economic rela- 
tions as a separate customs territory. 
In the second half, it will concentrate 
on procedures for a smooth transition 
and help the SAR to maintain and de- 
velop international economic and cul- 
tural relations. 





requirement that Hongkong notes and 
coins "bearing references inappro- 
priate to the status of Hongkong" as an 
SAR of China will disappear. Thus Bri- 
tain's royal coat of arms, which at pre- 
sent graces Hongkong notes, and the 
British Queen's head, which graces its 
coins, will disappear — not all at once 
on 1 July 1997; they "shall be progres- 
sively replaced and withdrawn from 
cireulation." 


ongkong's status as one of the 
world's major modern ports is 
secured in an equally brief sec- 
tion: "Hongkong's previous systems of 
shipping management and shipping 





regulation, including the system for | 


regulating conditions of seaman," will 
be maintained. Private shipping lines 
and businesses, including container 
terminals, will continue to operate 
freely. 

‘One of Hongkong’: s shipping mag- 
nates, Sir Y. K. Pao, will see one of his 
dreams come true in 1997 when the 
Hongkong SAR will have its own ship- 
ping register, issuing certificates] inthe 
name of "Hongkong, China." All mer- 
chant shipping will! have free access to 
Hongkong; only foreign warships will 
require Peking's permission before en- 
tering Hongkong waters. 

Aviation, including the tricky ques- 
tion of future landing rights and the 
status of China's flag carrier CAAC, 
was one of the issues only solved in the 
last days of the talks, but the resulting 
agreement appears to be more than 
reasonable and quite acceptable to 
Hongkong's airline, Cathay Pacific. 


The section on education again sim- 


ply e states a tha Hongkong’ S а 1 


made по ‘demand that | 


| tions in Hongkong, to.continue. Hong- 
kong's right to go on. recruiting staff 











(Mandarin — the national language) 
should either be taught or used as a 
medium of instruction. 

Explicit provisions are made for the 
various charitable, community and re- 
ligious organisations, which fund and 
administer many educational institu- 


from overseas and using overseas 
teaching materials is also guaranteed 
(while the next section also pro- 
vides for Hongkong students and other 
representatives of the SAR to par- 
ticipate in international sporting 
events). | , 

Although ite co ngists of only one short 
paragraph, this vital section makes 
provision for Hongkong to continue to 
educate and train men and women who 
will build the prosperity of the future, 

while ensuring that Hongkong 's ethnic 
and cultural mix continues to provide 
intellectual stimulation. 

The section dealing h external re- 
lations, which wil within the 
overall responsibi ity of. China, is 
understandably longer and more com- 
plex. Within those limits, however, the 
Hongkong SAR will be able to develop 
its own relations and conclude agree- 
ments in many fields — particularly in 
economic matters. | 

The economic. independence. of 
Hongkong, provided for under Section 
6, is detailed once again in this section, 
underlining the importance of Hong- 
kong’s continued access to its principal 
overseas markets. Basically the section 
spells out Hongkong’s post-1997 right 
to develop its independent economic, 
transport, communications, tourist, 
cultural and sporting links. Hongkong 
representatives may participate in in- 
ternational organisations or confer- 
ences either as part of China's delega- 
tions or where appropriate (where at- 
tendance or membership is not limited 
to states) as a separate entity —- epre- 
senting "Hongkong, China." 

All foreign states and organisations 
currently represented in Hongkong 
wil be able to maintain their offices 
and missions in theSAR, subject to Pe- 
king's approval. Consular and other 
official missions representing coun- 
tries with official diplomatic relations 
with China may be maintained while 
those with no formal diplomatic links 
may either be maintained or changed 
to semi-official status. Those states not 
recognised by Peking can establish 
non-governmental offices. 

A two-line paragraph emphasises 
the very real change which will take 
place.on 1 July 1977: "The United 
Kingdom. may establish. a Consulate- 
General in the Hongkong я Ad- | 
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Section 13 
and freedor 
Hongkong - 


travel, of movement, of stri 
onstration, of choice of oce 
academic research, of belii 
bility of. the home, the f 
marry and the right to rais 
freely.” Further, the annex: 
that the provisions of the E 
Covenants on Civil z 
Rights and on Economi 
Cultural Rights; as they a 
kong, will continue. to a 
Hongkong SAR. Ж. 
There is е * 
phrase “as thes iiti NA 


















such immigrants back to 

The last section. of U 
broaches the tricky question © 
ality and passpor 1s. | 

All told, the terms of the ag 
must be adjudged excellent. 
asserting its ultimate sovereign 
Hongkong and its overall respon 
ity for foreign affairs and def« 
China has agreed that the Hongki 
SAR should have maximum autono 
and freedoms. The real judgr 
to come: whether the people T 
kong and the international ec 
trust Peking's word and, if so. it 
| lity to stick to it. 



















ould reasonably have ex- 
time in the past two years 
yns, at least until the con- 
etween Chinese leader 
aoping and British Foreign 
Geoffrey Howe in Peking 












ments provide the most 
ssible foundation on which the 
y of Hongkong and those 
e with and invest in Hong- 
n go on building prosperity. | 
be idle to speculate whether 




















~ if the Hongkong question had 
aised with Peking earlier or 
f British Prime Minister Mar- 
hatcher had not insisted on the 
г of the three “unequal” treaties 

tablished Hongkong; if China 
t soured the atmosphere during 
‘hêr visit by adding its rider to 
t communique after the talks 
attitude on the Hongkong 
was known. (and therefore 
immutable), or if almost a 
en wasted in a vain at- 
rsuade Peking to agree to 
on of the lease or some other 
for a continued British 





























uch questions would not lead to 

rofitable speculation. This is a 
not to look gift horsés in the 

uth, but to count blessings. 

the aftermath of all the doubts ex- 









lomatists' gut commitment to the 
ure welfare of the 5.5 million people 
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, despite its aversion to private 
erty, assuring the continuing right 
id land to the year 2047. But land 
so the area in which China has in- 
d on the most stringent provisions 
onitor what the Hongkong Gov- 
ient does between now and 1997. 

e accord recognises the impor- 
‘to Hongkong of revenues from 
d sales: at the height of the property 
m in 1980-82 land sales represent- 
‘almost 30% of total government re- 
ues and then generally average 
und 10% of total income. The 
еетепі will allow the government 
'ontinue selling up to 50 ha a year. 











jaration initialled - on. 
ember by Britain and China 
anything the people of 


sago cleared the way for the 


agreement was ever in the 


d about the extent of the British 


na has made the most fundamen- 
concessions to Hongkong on 


ut the Hongkong Government win | 


M ei 





way must be acknowledged. | 
nation which could have entered into 


over such a sensitive bone of conten- 


tions involving its territorial sover- 
eignty, and emerged with such a de- 


Hongkong what amounts to a constitu- 
tion for an almost completely au- 
tonomous region of China. 

The negotiations began in an atmos- 
phere of suspicion, with Peking assum- 


so, the colonial power would strip 
Hongkong of its assets, auctioning off 
every hectare of inhabitable land, 


an empty shéll behind. 

The British task appeared i impossi- 
ble: basically they, as representatives 
of a “foreign- devil” colonial govern- 


city, had to educate the Dragon Throne 
northern mandarinate in the delicacies 


and complexities of administering a 
free economy along non-interven- 


 tionist lines and in nurturing the sensi- 


tive plant of confidence. 

Suspiciously, the Chinese at first re- 
garded the flow of people and capital 
from Hongkong, the fall in the stock ex- 
change index and the fall in value of the 


chiavellian manipulation by the colon- 
ial government and its puppet “finan- 
cial circles.” Gradually they came to 
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and those granted after that date (pro- 
vided they conform to certain criteria) 


have to set aside a portion of the re- 
venue for the benefit of the post-1997 
Hongkong Special Administrative Re- 
gion (SAR) and will be answerable to a 
specially appointed land commission 
which will monitor land sales. 

The essence of the accord on land is 
that all leases "granted or decided 
upon" before the joint declaration 
comes into force (before 30 June 1985) 


which extend beyond 30 June 1997 
"shall continue to be recognised and 
protected under the làw of the Hong- 
kong SAR.” Land leases granted by the 
“British Hongkong Government” 
which expire before 30 June 1997 and 


ing that, unless prevented from doing 


Hongkong dollar as the results of Ma- 


| sionalism the team demonstrated | once — 
meaningful negotiations got under 


It is difficult to think of any other | 





such long and difficult negotiations | 





tion as Hongkong, involving as it did - 
China's acute sensitivity over ques- 








tailed agreement offering the people of | 











emptying its coffers and quit leaving | 











ment of a capitalistic southern Chinese | 








of the Middle Kingdom and its largely | 










































































y were aided b 
those in ong who, often 
courageously, expressed these worries 
in public and to the governments of. 
Britain and China (and in this the Un- 
officials of the legislative and execu- 
tive councils became, for the first time, 
truly representative of the majority). 
Those in Hongkong and London (par- 
ticularly in parliament) who ques- 
tioned the validity of such voices and 
adjured them to be silent if only be- 
cause they soured the negotiating at- 
mosphere. are today looking extremely 


In ‘this proces ‹ 





| stupid. 


B: the greatest ‘credit must go to 
China and to its present leadership. 
For a country which in the past has 
suffered more than most from the 
depredations of the colonialist powers 
and whose revolution was largely in- 
spired by a determination to throw the 
hated foreigners off the soil of China, 
to demonstrate such courage and ima- 
gination is little short of miraculous. 

When the dust of the negotiations 
has settled and when cynics have 
finished going through the joint de- 
claration and its annexes with a fine 
tooth comb looking for loopholes and 
for evidence of concessions which re- 
sulted in something less than an ideal 
clause, the people of Hongkong and the 
world will realise the historic signifi- 
cance of the fact that the Marxist lead- 
ers in Peking have actually been will- 
ing to sit down and agree with the 
departing colonial power on how a 
sovereign part of China will be ad- 
ministered after 1997. 


will be extendable up to 30 June 2047, 
except for short-term tenancies and 
leases for special purposes. 

No additional lump sum or “pre- 
mium” will be required upon renewal 
only an annual rent equivalent to 
3% of the rateable value of the prop- ` 
erty at that date will be payable, to be 
adjusted in step with any changes in 
rateable value afterwards. (Only a. 
nominal rent will be charged in the 
case of village land held by “indigen- 
ous villagers.") | | 

China has thus accepted the princi- 
ple which Hongkong has adopted since | 
1973 of charging a 3% premium in lieu ' 
of cash premiums on the renewal of ` 
leases. 

China's agreement to this principle. 
removes à major uncertainty, however, 
for landholders in the New Territories, 
where all land leases are due to expire 
in 1997. Valuers had estimated that the 
total eost of renewin Е all the Ne ew d er- 
ritories leases grante ; | 







which do not contain a намо оп геп ew wal ES OS a 










ps. bep p 
tive by. supposing that Hongko ng nad 
been an enclave on the soil of the 
Soviet Union. The fearful, neurotic 
men of the Kremlin, who today dare 
not even enlist the aid of private enter- 


prise and the outside world as Lenin . 


did in his New Economic Policy during 


-the early 1920s, would lack both the 


imagination and the courage to con- 
ceive of the *one country, two systems" 
| principle which paved the мау to- 
| s this week'striumph. — i 
The agreement is a measure of the 
new self-confidence of both China and 
its leaders, who have accepted that 
‘other countries and other political and 
economic systems do not necessarily 
represent a threat either to the country 
or its revolution. | 

In fact, the “one country, two Sys- 
tems" policy is already being im- 
plemented all over China, not only in 
the special economic zones and the 14 





newly opened coastal cities set ир 


specifically to attract foreign invest- 
ment. In China's industrial cities and 
in the countryside, the profit motive 
and the market mechanism are being 
used to stimulate both agricultural and 
industrial production. 

The joint declaration on Hongkong 
in no way marks an acknowledgment 
of its separateness from China; it ac- 
knowledges that China is moving fast 
towards Hongkong. The agreement 
will enable Hongkong — as a source of 
foreign exchange, of investments, of 
technology and expertise and as a 
catalyst — to play a part in the future 
of China out of all proportion to its 
size. 


billion) if China had demanded cash 


premiums. 

Many of these New Femton РРР 
became renewable in 1973 — 75 years 
after their grant at the time of the Con- 
vention of 1898 — and it was then that 
the 3% rent rule was decided upon 

rather than allowing the director of 
public works to decide upon a renewal 
price. (The only difference between 
this system and the new one proposed 
is that the 3% rent now payable is fixed 
and not adjusted in line with changing 
rateable values.) 


his compromise was uve at after 

local protests resulted in the mat- 
ter being referred to London. It wasthe 
specific question of land leases expir- 
ing in 1997 (and the problem of amor- 
tising investment which stood upon 
such plots over less than 15 years) 
which prompted the then governor, 
Lord MacLehose, to raise the question 
of Hongkong's future when he visited 
Peking in March 1979. Outside of the 
New Тала ов, Hongkong Island | 





timely reminder of just how far China, 
whatever its new self-confidence, has 
to go before it reduces.the number of 
crimes for which criminals are execut- 
ed and before it stops incarcerating peo- 
ple for their political opinions (another, 


albeit tragic, reminder of the full range 


of guarantees of human rights which 
citizens of the Special Administrative 
Region of Hongkong will enjoy under 


` this week's agreement). 


ndeed, a large proportion of the 
“patriotic compatriots” living in 
Hongkong voted with their feet to es- 
cape the rule of China’s communist 
party. Some are incurably and under- 


standably embittered and distrustful, 
but the majority of the Hongkong 
population are realistic enough to rec- 
ognise that China is changing and isin 


the process, observable elsewhere in 
the region, of dumping ideology i in the 


process of returning to more tradi- 
tional values of pragmatism and of a 


search for the "golden mean." 
Nevertheless, the main question 
must be faced: how can the present sig- 
natories of the joint agreement 
guarantee that, once Deng has quit the 
scene, China will not revert to destruc- 
tive factionalism and extremist 
policies? What will the joint declara- 
tion be worth, however legally binding 
it may be and whatever China’s record 
of sticking to international agree- 
ments, if a madman. should ever rule 
again in Peking? | 
The answer is that no > country - — not 


and the Kowloon peninsula, the gov- 
ernment's practice has been to grant 
75-year leases with a renewal option 
for a further 75 years. It has also 
granted a number of 999-vear leases 
outside of the New Territories (mainly 
small lots in village areas — but also on 
the land upon which the Hongkong 
Club stands in the Central business 
district of Hongkong). The rights on 
these will also be protected after 1997. 
Where land leases not having a right of 
renewal expire after 30 June 1997, they 
will be dealt with "in accordance with 
the relevant land laws and policies of 
the Hongkong Special Administrative 
Region." 

The present Hongkong Government 
will be ableto issue new land leases for 


a period running up to the year 2047 — 


or for a total of 63 years from now — 
through existing systems of land dis- 
posal: by public auction, tender or pri- 
vate treaty grant. The normal cash pre- 
mium will be payable and a nominal 
ground rent charged up to 30 June 
1997. After that, the groupa- -rent rule 





I ternational ы а | 






| mand more, re 


proceeds in. remoter paris of the New 


EAE 












































eral years in which to root 
tical enemies who would 
back to Mao's extreme radi 
But whatever measures 8 
to ensure the continuance 
policies and to prevei HU 
"careerist" seizing € 
best guarantee tha 
back lies in the de 
of present poli: 
rising and th 
China are creat 
sumer goods 1 
Enough peopl 
those Pind inc 


fies aed tor bi 


tent of the 
them wes make. 





most immatéris D 
Deng, for no one € 
Cynics have af 
in Hongkong an 
world. In doing so, they wil 
immense implications 
agreement to preserve [ 
and ipei ope 1 
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At first sight this appears 1 
major concession to Hong | 
can now issue leases in the New 
ritories only for 12 years. But 
same time the joint agreeme 
vides that the income from lan 
shall be split equally between ti 
ital Works Reserve Fund of thé 
government and bank accounts hi 
Hongkong (it is not specified | 
which banks) on behalf of the fu 
SAR government. 

The split will, however, be after d 
duction of "average" ' costs of land pre 
duction, The average is Eu aed : 
the costs of land production - var 
enormously, from very little for the 
claimed Exchange Square site өп 
Hongkong Island waterfront, wh 
the government sold to Hong OF 
Land for HK$4.75 billion (USM 
million), to virtually the whole sa 








Territories. P"QE 7. 
And the amount of new land wh ich 
the government is allowed to sell be- 
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c unt is being offered this year. 

Moreover, the Land Commission, 
ich is being set up with an equal 
mber of officials designated by the 
itish and Chinese governments (plus 
porting staff), will be able to waive 
2 50-ha rule if it desires. Likewise, it 
ll be able to examine any request for 
wingontheSAR government's pro- 
rtion of land- sale: revenues Deore 
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 civil-aviation section of the first 
inex to the joint declaration, while 
hg on an immense amount of trust 
hina’s. goodwill, represents а 
ph of commonsense over the na- 
nal pride and ambition which previ- 
у drove China's. national airline, 
General Administration of Civil 
tion of China (CAAC), into a lob- 
bying position that blocked the Sino- 
ish negotiations for а while 
(EVIEW, 6 Sept.). 
The net result is that there will be a 
ire for the Hongkong-based but 
jally British-owned Cathay Paci- 
Airways in its present form 
.and beyond 1997 — and that, 
uely, CAAC will have to consult 
ong authorities before operat- 
ights to foreign destinations 
i what will then be part of 





main thrust is a large degree of 

ny in aviation affairs — far 
han at present — for the Hong- 
pecial Administrative Region 
t) from 1997, aimed at maintain- 



























10: kongs SAR will retain its pre- 
ystem of aviation management, 
continue to keep its own registry 
raft (though under the auspices 
iA авад of Britain) and will 


tion i- business, including airport 
anagement and air traffic control, 
а communications services. 

he annex draws clear distinctions 
tween. airlines "incorporated and 
having. their principal place of busi- 
ness in the Hongkong SAR” (read 
Cathay, plus any other local airlines 
which may be started) and "other air- 


as sold. But the aifiount, sold i} 
"was nearer 30 ha anda similar 





Ви а! least the С Chinese side S shown 


































some flexibility in the discretionary 


powers of the Land Commission even if 


Hongkong has:to accept the commis- 
sion looking over its shoulder. 
The accord: makes no mention of the 
Letters B system of land-exchange en- 
titlements which the government has 
operated for some years, whereby it is- 
sued Letters B in lieu of cash for land it 


acquired in the New. Territories. The 


government“ stopped issuing them 
early in 1983. and hopes to phase out 
the scheme altogether within the next 
five years. 


lines of ГЕ Teni 8 Republic of 
China” (read CAAC and airlines which 
may be started by regions, provinces or 
major cities in China). 

Any services between Hongkong and 
other parts of China will be arranged 
itat between China's 
Central Peopl ovérnment (CPG) 
and the Hongkong SAR government — 
in effect what happens now, but under 





different labels and with less implicit. 


pressure on. Hongkong to agree for ex- 
ternal political reas 

The Hongkong SAR will have speci- 
fic authority to renew or amend air ser- 
vice agreements (ASAs) previously in 
force, so that “in principle,” previous 
rights will be “as far as possible main- 
tained." This: could mean potential 
problems for Taiwan's China Air Lines 
(CAL), Korean Air ànd South African 
Airways, some or al | 
politically unaecéy 
Hongkong's degree of autonomy. 

Most importantly, Hongkong will 
also be able independently to 
negotiate, conclude and arrange the 
implementation of all new ASAs in- 
volving air services to, from or through 
the SAR — except those involving the 
Chinese mainland — plus rights for 
overflights and technical stops, as well 

as to make "provisional arrange- 
ments" where no ASAs or other less 
formal agreements are in force. It is 








| under just such less formal arrange- 


ments that CAL, Korean Air and, iron- 
ically, CAAC fly to Hongkong at pre- 
sent. 

Hongkong wil also continue to 
license local airlines, to designate them 
under the ASAs (i.e.to say which local 
airline may operate a particular route, 
given more than one Hongkong airline) 


eiecti: 








| 





“shall take account of the Rm con- 
ditions and économie interests of the 
Hongkong SAR ‘and consult with the 
SAR government." It also says that 
Hongkong representatives will be 
members of CPG-delegations in meet- 
ings with ара povernments over 
such ASAS: a 


his section: raises the spectre of 

CAAC persuading the CPG to 
negotiate with, for instance, Australia 
fora route from Shanghai through 
Hongkong to Sydney. Australia would 
then. be entitled to reciprocity, thus 
hurting. Cath iay's' market access or 
meaning a lot of empty seats for all 
three airlines. 

In practice, such a move ^ by CAAC 
would put it in head-to-head competi- 
tion with both Cathay and Qantas, and 
untibCAAC is better placedi in terms of 





fleet size, marketing and passenger 
services both on the ground and in the 


air, it would be inflicting severe finan- 
cial injury upon itself to attempt this. 
However, the remaining 13 years leave 
CAAC room to enlarge its fleet and its 
expertise, and it is unlikely that the 
threat of competition will frighten 
Cathay — which has publicly wel- 
comed the provisions of the declara- 
tion and the annex and which now has 
13 years in which to expand and con- 
solidate its markets. © 

A matter not addressed by the annex 
is the implied consent of other coun- 
tries now party to ASAs involving 
Hongkong under British auspices. It is 
intended that Hongkong be extricated 
from British bilateral ASAs as they 
come up for renewal or review over the 
next 13 years. | | 

Setting up new ASAs_ between 
Hongkong and other nations whose 
airlines now fly heré will be an in- 
teresting exercise, in that there is no 
precedent for a city or SAR taking on 
the role of a sovereign state by being a 
signatory to such agreements. This has 
led some observers to speculate that, 
though it is not mentioned in the dec- 
laration, in fact the CPG will have to 


ratify these new ASAs after 1997 and 


that in the interim years only tempor- 
ary arrangements rather than formal 
ASAs will be signed by Hongkong. 

It is likely that the lure of Hong- 
kong asa tourist destination - 7- assum- 










j še airlines will per- 
suade their gavel iments to come to the 


у such an | unusual 
gnty, it is hard to 
imagine how е ivil-aviation tas os 
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BANQUETS FOR 2000 IN SINGAPORE 
ALL UNDER ONE ROOF? OF COURSE... 








(“But don’t miss 
the Bee Hoon under my roof!”) 
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m / = THE WESTIN STAMFORD & WESTIN PLAZA 


RAFFLES CITY 
Singapore 





Raffles City Convention Centre, 
together with The Westin Stamford 
and Westin Plaza, opens in 1986. 

It will be the most comprehensive 
meeting, convention and exhibition 
centre imaginable. 

Whether we are serving meals 
for two in any of our eleven 
different restaurants or banquets 
for 2,000 in the main ballroom, 
Westin promises you faultless 
presentation and service. From 
canard au poivre vert to 
Szechuanese sautéed prawns with 
chilli sauce, from saltimbocca alla 
Romana to the freshest sushi, the 
quality is exceptional. Both our 
Westin-trained banquet manager 
and our convention services director 
will be delighted to arrange special 
dishes for you. 

State-of-the-art meetings 
facilities abound — like 

computerised registration of 
delegates, simultaneous translation 
in up to eight languages and 
electronic microphone management 
and voting systems to name a few. 

Guest rooms and suites will be 
among the most spacious and 
luxurious in Singapore. 
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онан shopy ping. 
Outside, the Singapore 

experience awaits. Temples, mosques, 

trishaw drivers — and 














imaginable. Including 
of course Bee Hoon, ou 
special Chinese noodle. 











For more information, contact your nearest Westin Hotels Sales Office or the Westin Stamford and Westin Plaza 
Sales Director in Singapore: 111 North Bridge Road, #27-01/02 Peninsula Plaza, Singapore 0617. 


Tel: 338 8585, telex: RS 22206 RCHTLS. 
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“At Oak the HP 3000 has 


helped us double our inventory 
turnover rate and reduce 


information retrieval time from 
one week to 10 minutes.” 


“We set up our Data Processing 
Management System with the HP 3000 in 
1982, and the system is now applied to 
inventory management, accounting and 
finance, production control, marketing 
planning, personnel and payments 
systems, and policy analysis.” 


Based in Taiwan with manufacturing 
plants in six Asian countries, Oak 
Industries’ Pacific Region Operations is a 
major world supplier of parts for Cable 
TV, PC Boards and other electronic 


products. 


Huang Jen-chung, Executive in charge of 
the Pacific Region said: "We chose HP 
because of very favourable experience 
with HP products in Production Control 
and Research and Development. Both 
hardware and software designs were 
ideally suited to our applications. 


“Among other things, it has enabled the 
management to obtain full market updates 
at any time for price adjustments, and 
production costs have been reduced by 
about 10 percent over last year's. 


“We continue to be impressed by the 
reliability of the hardware and the 
efficiency of the HP customer support 
team. The company will rely heavily on 
HP as its working partner in our future 
progress and growth.” 


You should consider a working partnership with HP. Now. 


Call or write to your local office. 


AUSTRALIA INDIA 
Melbourne, Victoria Office Blue Star Ltd. 
Hewlett-Packard Australia Pty. Ltd BOMBAY 400 025. Tel: 4226155 
ea tee cae” Victoria 3130. INDONESIA ۰ | 
E z BERCA Indonesia P.T, 
HONG KONG JAKARTA. Tel: 373009 


Hewlett-Packard Hong Kong Ltd 
HONG KONG. Tel: (5) 8323211 


JAPAN 

Yokogawa-Hewlett-Packard Ltd. 
Suginami-Ku TOKYO 168. Tel: (03) 331-6111 
KOREA 


Samsung Electronics 
SEOUL. Tel: 555-7555, 555-5447 


MALAYSIA 
Hewlett-Packard Sales (Malavsia) Sdn. Bhd. 
KUALA LUMPUR. Tel: (03) 943022 
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"At Sin Tien Seng- the 

HP 3000 computer system 
was able to pay for itself 
in six months.” 









“With the HP 3000 system, we have 
been able to streamline our parts and 
inventory orders. In six months, the 
saving on reducing excess orders alone 
was enough to pay for the entire 
system." 


Sin Tien Seng is the sole distributor of 
Daihatsu motor vehicles in Singapore. 
The company installed an HP 3000 two 
years ago in the Head Office with 
remote terminals in two branches. 


Mr Loh Kok Hua, Director and General 
Manager of Sin Tien Seng said, "With 
the Rapid/3000 solutions, the system 
can handle a host of functions very 
effectively. These include processing 
parts and inventory orders from Japan, 
capturing sales performance data to 
generate accurate sales forecast, 
maintaining a customer database, 
generating monthly hire purchase 
billings for our vehicles and retaining 
data for market analysis. 


"All these are significant data and 
functions we couldn't have done 
manually. 


^We did have a look around before we 
decided on the HP systems. Looking 
back, we made the right decision — we 
couldn't have done what we did in so 
short a period of time." 
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Peugeot 505 — 
Blending charm 
with realism; 
refinement with 
efficiency. 





PEUGEOT 


The Beauty 
& 
The Best 


At the best is in the 
Peugeot 505. As one of 


the earliest manufacturers of 
Automobiles, Peugeot spent 
years in research and develop- 
ment ..... producing depend- 
able cars that generations 
have come to trust. And the 
Peugeot reputation grew. 
Today, the Peugeot name is 
synonymous with comfort, 
safety, toughness and reliabi- 
lity — a reflection of the very 
best in a world of beautiful 
cars. 
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Unlike most former commanders, Prem maintains his 
army support despite complex class loyalties 


By John McBeth in Bangkok 


} t is conventional wisdom in Thailand 
that once an army commander-in- 
chief retires, his base of support fades 
with him. Not so with Prime Minister 
Prem Tinsulanond, it seems. Two years 
after his retirement from the top army 
post, Prem continues to command, in- 
side the army, a following which many 
analysts feel has been overlooked in 
the glare of publicity surrounding cur- 
rent supreme commander and army 
commander Gen. Arthit Kamlang-ek. 

There are probably many reasons for 
this, starting with the fact that Prem is 
the first head of an elected civilian 
government to have held down the 
posts of army commander and defence 
minister at the same time, and during 
the all-important transition period 
from military to political life. 

Perhaps more important is the effect 
that new perceptions over the harmful 
fallout from coups and the fragmenta- 
tion of the army’s old power centre has 
had on military politics. Not only does 
this tend to make a mockery out of 
claims that the conditions were realis- 
tically in place for a coup during the 
recent constitutional uproar (REVIEW, 
13 Sept.), but it also explains to some 
extent why Prem — in his other post of 
defence minister — still is able to exert 
a significant measure of influence. 

A military takeover now would have 
no more chance of complete success, it 
is believed, than the abortive Young 
Turks coup in April 1981, simply be- 
cause it is extremely doubtful the vari- 
ous factions could come to a consensus. 
Without that, a bloody confrontation 
might very well be the outcome. It is 
also doubtful that such an action 
would receive royal endorsement — an 
important lesson from the 1981 rebel- 
lion which succeeded in the traditional 
sense, but failed to take into account 
the opposition of the palace and came 
dangerously close to fighting. 

How and in what measure Prem 
wields his influence is open to ques- 
tion, but it is clear he has the confi- 
dence of the palace and still retains 
supporters in important quarters of 
the army. Also significant, and some- 
thing many Thais comment on, is the 
backing he has been getting from the 
United States, which hardly looks like 
a vote of confidence in Arthit from 
Washington. The latest sign came on 10 
September when US President Ronald 
Reagan sent Prem a personal message 
. wishing him a quick return to good 
health and expressing his confidence 
in the Thai leader. 

The thought of a defence minister 
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turning down an army commander's 
list of recommended appointments is 
almost unheard of in Thailand. Yet 
Prem did just that with a supplemen- 
tary list in early April. He also sat on a 
proposal to reinstate the Young Turks 
in the army and — more important still 
— put off a decision on whether to ex- 
tend Arthit's term past the normal re- 
tirement age of 60 at a time when he 
appeared to be under considerable 
pressure to do so. 

Then there is the annual military re- 
shuffle itself, this year issued earlier 
than it ever has been, in the first week 
of September, and bearing unmistaka- 
ble signs that here too Prem had an im- 





portant say, or at the very least was 
able to insist on areas of compromise. 
Traditionally, the reshuffle has served 
as a telltale guide to the balance of 
forces in the military. And, because of 
the military's position as the under- 
writer of government stability, the re- 
shuffle is seen in turn as a reflection of 
the prevailing political winds. 


a obviously had a free hand in 
choosing officers to fill the slots in 
the upper echelons of the army, though 
with many of them due to retire next 
year it is difficult to view this as a con- 
solidation of his power base. Deputy 
army commander Gen. Thienchai 
Sirisamphan, assistant army com- 
manders Lieut-Gen. Mana Rata- 
nakoset and  Lieut-Gen. Ong-art 
Supamart, and chief of staff Gen. 
Banchob Bunnag, are all classmates of 
Arthit from his Army Preparatory 
School days. So is Lieut-Gen. Chutai 
Saengtaweep, who joins strategist 
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one of the two ciue chief EN | 

There was also little surprise addi | 
chief Arthit supporter and Bangkok-  - 
based 1st Division commander Maj-  - 
Gen. Pichit Kullavanich rising to head _ 
the 1st Army Region — athree-starslot _ 
and, politically and militarily, the 
most important command in the three 
armed forces. But analysts feel Prem _ 
had a hand in ensuring the арро ци 
ment of Maj.-Gen. Pisit Hemabutr, 57, 
as 2nd Region commander, even if ‘the — 
promotion did represent a logical step - 
up from his current post as deputy ге- 
gional commander. 

Insiders say Pisit was in fact Prem's — 
choice as 1st Division commander іп 
the wake of the abortive 1981 coup, but 
the list ultimately approved by ie 
palace at that time contained Pichit's 
name instead — recognition, it 
felt, of his exploits only two or three - 
months before in destroying the Com- _ 
munist Party of Thailand's Khao Kor 
stronghold. 

Pichit and Chaovalit are the two |. 
leading contenders for the top army — 
post after Arthit — whether he is mi 
mitted a two-year extension until 1987 
or not. Both generals are 52, Pichit will — 
shortly hold the same three-star rank 
and both are not due to retire until =< 
1992. But their service backgrounds - 
and temperaments are poles apart. 

Pichit is admired for his impressive __ 
combat record — he holds the coun- E 
try's highest award for bravery — and 
feared in civilian quarters for his bull- 
in-a-china-shop approach to politics. 
Chaovalit, on the other hand, com- 
mands respect for his role as the chief — 
architect of the government's counter- 
insurgency policy and also for his gen- 
eral handling of the Cambodia border 
situation. 

The fact that Chaovalit stays where | 
һе is for another year is not considered | 
a setback to his career prospects. And, 
while Pichit's connections make him 
the man to watch, it is felt an accom- 
modation conceivably may be worked 
out in which Chaovalit spends a year or | 
two in the top army post and then ~ 
moves up to become supreme com- 
mander. The two at least talk to each 
other and if there is any acrimony, it 
seems to be confined to those behind 
them. 

Chaovalit has worked closely with — 
both Prem and Arthit, but it is thought 
his strongest loyalties are to the prime 
minister. He also has a tight relation- 
ship with army operations director 4 
Maj.-Gen. Suchinda Kraprayoon, the A 
sombre 51-year-old president of Class 
Five of the Chulachomkhlao military 
academy, through which all Thai offi- | 
cers pass and where factions are first 
built literally on a class basis. Class | 
Five graduates now control the lion's 
share of the country's divisional com- 
bat formations. Their bitter opposition 
to the Class Seven Young Turks made 
them natural allies of Arthit before 
and afterthe 1981 rebellion, a relation- 











































































teresting, however, par- 
y in light of the  Pichit- 
ovalit equation, is the appoint- 
nt of Suchinda's brother-in-law 
. classmate, Maj.-Gen. Issarapong 
onpakdi, as 1st Division command- 
Currently chief of the 6th Division, 
pong was not Pichit's choice by 
ccounts and until recently there 
doubts he would get the paver 
‘Bangkok post. 
S it is, he is being looked on as a 
terbalance to Pichit and his Class 
t supporters, who fill both deputy 
ion commander slots and head the 
> Ist Division, regiments, Al- 
gh, as with the rather shadowy al- 
between Chaovalit and Class 
aduates, not all could be consi- 
yal to Pichit alone; Class Eight 
ates also. hold eight other deputy 
ion commands and control an ad- 
nal six керпеш as well. 





Е comparison, Class Five officers 
w hold nine out of the army's 17 
fisional commands . with | Prem 
list Col Ariya Ukhotkit taking 
ge of the 2nd Cavalry Division, the 
untrys most. important armoured 
ce and traditionally a key factor in 


ss Five commanders, Artillery Di- 
vision chief Col Puchong Nilkham has 
known Chaovalit since the Indochina 


Anti-Aircraft Division, Maj.-Gen. 
Viroj Saengsanit, is personally very 
close to Arthit, playing. badminton 





abroad. 
Most analysts also would include in 


vision commander Col San Sripen, 
started in Class Five at the Army 
paratory School- but actually 
uated from Chulachomkhlao in 
s Six; his forces, boosted by a 
wily ‘raised third ‘regiment, are 
artly to: replace Ist Division troops 


mbodian border. Another Class Six 
icer who seems to be associated with 
s Fiveis Col Buntaen Nienchaloei, 
1e freshly promoted commander of 
Surin-based 6th Division, which is 
ponsible for border defence duties 
g the Dongrek ы чын in the 
theast. 

lass Five officers already head both 
special Forces divisions and also hold 
пе regimental and five" deputy divi- 





thing of a mystery, however, is where 
loyalties to class and to individual 
senior officers begin and end, and whe- 
ther this in the future may very well 


school ties that have emerged as a com- 
pelling but not necessarily décisive 
factor.in the new militargatructure;d 


military power plays. Of the other new | 
War days, while his counterpart in the 


'ith him and accompanying the army | 
commander on visits at home and | 


.list, new Prachinburi-based 2nd | | 


the main defence line along the 


sional commands. What remains some- - 


test the breaking point of the old- 


US Government officials are concerned over worsening - 
Indo-Pakistani relations and a suspected attack plan 


xd Robert Manning in Washington 


he administration of United States 
President Ronald Reagan, con- 
cerned that deteriorating relations be- 


tween India and Pakistan could lead to — 
conflict — including the possibility of - 
India attacking Pakistan's nuclear-en- 


richment facility at Kahuta — is com- 
pleting an inter-agency policy review 
and has instructed US ambassadors in 
both New Delhi and Islamabad to con- 
vey its concern to both governments 
and to work to ease tensions. 

US officials say publicly that they do 
not believe a conflict between India 
and Pakistan is imminent, but the 


| REVIEW has learned that an intelli- 


gence report prepared as part of the 
policy review was "unusually alarm- 


ist" and suggested that the internal | inthesut 
emphasis on the suggestion by intelli- 


domestic situation in India could com- 
bine with Pakistani domestic pres- 
sures on President Zia-ul Haq to pro- 
duce a conflict. - 


Since leaks have been widely pub- 


lished, the officials have made efforts 
to suggest that the fears of an Indian 
pre-emptive strike have been blown 
out of proportion, though they do not 
deny that they have been expressed. 
Whatever the strength of the original 
fears, the reports have certainly been 
taken seriously in Pakistan and some 
analysts believe fears of a conflict 
could almost become a self-fulfilling 
prophecy. 

Reports ша Indian Prime Minister 


By Husain Haqqani in Islamabad 


he Pakistan Air Force has begun 
combat air patrols and the elite 
Special Services Group — Pakistan's 


'equivalent of the British Special Air 


Service — has been called in to protect 
the country's major nuclear installa- 
tion at Kahuta; 38 km outside Is- 


lamabad. The extra security follows - 
reports in the American media about 
| the possibility of a pre-emptive Indian 


strike against ‘Pakistan’ s nuclear in- 
stallations. © 

Although the — of an Indian 
attack on Kahuta — where Pakistan is 
alleged to be developing. nuclear- 
weapons technology — has been dis- 
cussed before, the latest reports were 


taken seriously by officials in Is- | wi 


| Indira Gandhi has been advised by 


senior aides to destroy Pakistan's 
uranium-enrichment plant at Kahuta 
— as Israel destroyed Iraq’s Osirak 
nuclear station at Tawaitha in June 
1981 — surfaced in mid-September in 
the US press. The reports were based 
on information leaked from a secret 
CIA briefing to the US Senate select 
intelligence committee on 12 Sep- 
tember. 

The secret briefing focused on Af- 
ghanistan but also touched on the gen- 
eral situation in the region, including 
Indo-Pakistani relations. Since then, 
well-placed sources familiar with the 
intelligence report have said that those 
giving the briefing were not specialists 

| ubject and had placed too much 





gence analysts of the likelihood of 
India taking military action against its 
neighbour. They said the report was 
exaggerated and misinterpreted to the 
press by those who leaked it. 

There have been differing interpre- 
tations of how serious Indo-Pakistani 
tensions are, and fears have been 
exacerbated, the sources say, by a fail- 
ure of US intelligence to locate two 
squadrons of Indian Air Force Jaguar 
fighters, which could be used as a 
strike force. 

The confusion over the reports 
prompted the State Department to 
prepare an official statement dismiss- 





All eyes on the skies 
Pakistan tightens security above and around its Kahuta nuclear ` 
facility following US reports of a possible attack from India’, 


Латађаа. ‘The reports: "m : United 


States senators, some of whom cited 


US intelligence and State Department 


sources, as. saying that they expected 
an Indian attack on Pakistan's nuclear 


facilities. The media reports were ac- 


companied by a stronger-than-usual 
criticism of Pakistan's nuclear pro- 
gramme in sections of the Indian 


media, with one columnist calling for 


“action to deal with the Pakistani nu- 


clear threat." 


“We can't take. threats — our 
peaceful nuclear programme lightly," 
said a Pakistani official who declined 
to ке named. He. added: "We hope that 
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but 
been concerned in recent weeks by a 
suggestion of a temporary ‘cooling in 
Indo-Pakistani relations.” The State 
Department cited as indicators of ten- 
sion “cancellation of scheduled non- 
aggression talks, ceasefire line clashes 
in Kashmir, public recriminations over 
the handling of hijackers and allega- 
tions of meddling in each other's af- 
fairs.” 

A State Department source said that 
Mrs Gandhi's recent statement in par- 
|liament that she was not afraid of 

Pakistan's nuclear programme did not 

appear to be merely a clever ruse, but a 
. genuine effort to cool tensions. How- 
ever, State Department analysts say 

that both countries are using external 

factors to distract attention at home 

from pressing domestic problems and 
in the process tensions have been 
-played up. 


Minen. 


рое officials dismiss out of hand the 
idea that New Delhi is planning to 
destroy Pakistan's nuclear facilities as 
^rubbish" and suggest that the reports 
were leaked to shore up support for 
Pakistan. They point out that such an 
action by New Delhi would legitimise 
an action to which India itself would 
be vulnerable. But when pressed, In- 
dian officials conceded that “in a 
purely theoretical sense, some people 
may be looking at such scenarios." An 
Indian official said: “It is extraordin- 
ary that everyone — including most of- 
ficials in the US administration — say 
that Pakistan is developing a nuclear 
capability, but nobody is doing any- 
thing about it.” 

Some US officials fear that the re- 
cent reports themselves may have 
heightened Indo-Pakistani tensions by 
creating a belief in India that Pakistan 
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may be vulnerable to such attacks and 
a belief in Pakistan that, since US in- 
telligence agencies must have first- 
rate information, the scenario cannot 
simply be ignored. Judging by a torrent 
of charges and counter-charges in the 
Indian and Pakistani press, this ap- 
pears to be the case. 

But US intelligence analysts believe 
that one deterrent to Mrs Gandhi exer- 
cising such a drastic option is the 
likelihood that it would result in a gen- 
eral conflict between India and Pakis- 
tan. Moreover, some sources suggest 
that given the present situation in 
Kashmir and Punjab, Pakistani tanks 
rolling into those areas might be wel- 
comed as “liberators.” 

Some analysts also suggest that 
Pakistan is likely to have taken extra 
precautions against a possible strike 


‘against Kahuta in the aftermath of Is- 


rael's strike against Iraq. US sources 
indicate that Pakistan's 20 F16 fight- 
ers are not yet at full operational 
strength, but are enough to deteran In- 


dian attempt to use its 
Jaguars in a strike. 


—Ó  — —- 





A new twist in the so-called “Islamic 
bomb" controversy is expected in the 
first week of October when Sen. Alan | 
Cranston, a leading critic of Pakistan's — 
nuclear programme, is expected to try — 
to force the Reagan administration into. - 
revealing whether there is a bomb or 
not. He will do this by attaching an - 
amendment on Pakistan to a senate 
continuing resolution — used by the 
US Congress at the end of one session | 
to enable the government to fund its | 
operations until the next. Such a 
ution is subject to presidential veto. — - 

The amendment would require the 
president to certify to congress that 
Pakistan ".. . does not possess а mus 
clear device and is not acquiring, over- — 
tly or covertly, technology, ma or 
equipment for the purpose of man- 
ufacturing or detonating a nuclear - 
explosive device.” Г 

In this form, it probably would be - 
vetoed by Reagan. The administration — 
does not dispute the idea that Pakistan 
is developing a nuclear capability, but — 
hopes that US aid and influence will — 
deter Islamabad from arming itself 
with nuclear weapons. The White 
House would be unable to give the as- _ 
surance Cranston wants and thus the | 
US$3.2 billion aid programme to — 
Pakistan could be endangered. "It may — — 
come down to who blinks first," a con- 
gressional source said. 

Some well-placed sources point out . 
that regardless of how effective pre- 
sent US policy is, if US aid is cut off 
Washington will have absolutely no in- 
fluence over Zia, and covert US aid to 
Afghanistan would also be placed in  - 
jeopardy. Some congressional sources | 
hint that Cranston may compromise by n 
altering the language of his amend- 1 
ment. п | 

| 
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licly, President Zia-ul Haq played 
down the possibility of a pre-emptive 
strike against Kahuta. “We have 
sought clarification of the [media] re- 
ports," he told a press conference, add- 
ing: "We hope that these reports are 
not anywhere near to reality." 
Analysts in Islamabad pointed out 
that a pre-emptive strike on a nuclear 
plant could trigger a full-scale war. 
"The Pakistanis are not Iraqis, and the 
Indian Air Force is not the Israeli Air 
Force," remarked a Western diplomat, 
referring to Israel's 1981 attack on 
Iraq's Osirak nuclear station at 
Tawaitha, southeast of Baghdad. “The 
Indians will need more aircraft for the 
operation and they will certainly be 
intercepted by Pakistani pilots. Any 
downed aircraft from either side will 
be sufficient reason for the other to 
launch an invasion on the ground," he 
said. An unsuccessful attempt to strike 
Pakistani nuclear facilities would be a 
diplomatic disaster for India because it 
would probably shift international 


criticism from Pakistan's nuclear pro- 
gramme to India's provocative mili- 
tary action. 

The media reports about a possible 
attack on Kahuta have led to fresh 
anti-Indian rhetoric in Pakistan's 
media which is likely to contribute to 
a further worsening of Indo-Pakistani 
relations. Critics of the US-Pakistani 
entente claim that the reports which 
started the whole debate were planted 
for the dual purpose of blunting con- 
gressional criticism of Pakistan's nu- 
clear programme and paving the way 
for increased US military involvement 
in Pakistan. "It is easier to justify the 
giving of bases to a superpower to de- 
fend against the Indian threat, which 
most Pakistanis feel to be real,” said a 
critic of Zia’s government. 

But Zia rejected any conspiracy. 
“We have neither been approached for 
bases nor are [we] willing to give bases 
on our soil to any country,” he said. 
US-Pakistani military cooperation is 
progressing smoothly in its present lim- 


ited form and neither the US nor — 
Pakistan considers it in its interest to 
expand it, particularly to the level of a 
regular US military presence. 

Although most Pakistani officials 
and public-opinion leaders consider 
the threat of conflict with India seri- 
ous, Zia insists: “There is nothing of 
particular concern or worry on Pakis- 
tan's eastern borders." Zia's strategy, 
sources close to the president said, is 
to appear calm and conciliatory even 
when relations with New Delhi are 
strained. 

While the Indian press reports bor- 
der clashes quite frequently, Pakistan 
seldom reports on or confirms them, 
and every now and then Zia expresses 
the hope that nothing will go wrong. 
"Pakistan quite clearly wants to avoid 
a war or even a limited engagement be- 
cause of Afghanistan," one observer 
said. "And by talking less of the mili- 
tary dimension of relations with India, 
Zia avoids being accused of causing 
trouble." 


p 
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Washington is seeking Asian countries’ help in controlling 
high-technology exports to the Soviet Union 


By Robert Manning in Washington 


he administration of United States 

President Ronald Reagan, now in 
the final stages of drawing up detailed 
guidelines for a new accord with the 
developed nations of the Organisation 
for Economic Cooperation and Deve- 
lopment on high-technology exports 
aimed at curbing the re-export of tech- 
nology to the Soviet Union, also has 
stepped up efforts to get developing 
countries in Asia to tighten controls on 
such exports. 

In recent months, US officials have 
accelerated bilateral and multilateral 
talks with a number of Asian countries 
aimed at tightening export controls 
and enforcement procedures to pre- 
vent Soviet acquisition of sophisti- 
cated technology either directly or by 
diversion through third countries, 
Pentagon and State Department offi- 
cials told the REVIEW. Inter-agency 
teams of US officials have raised the 
subject with Australia, Singapore, 
Hongkong, South Korea and In- 
donesia, and it will be taken up with 
the Philippines and India: 

"As we tighten Cocom [the OECD's 
Coordinating Committee for East- 
West Trade Policy], the Soviets are 
looking more to Asia," a senior Penta- 
gon official said in an interview, add- 
ing: "Wedon'tthink there is a lot going 
on in terms of leakage to the Soviets of 
high technology, so it's a good time to 
set up some kind of apparatus." The 
form of the new controls is not yet 
clear. 

Pentagon sources confirmed that 
three options are under consideration, 
adding that discussions are at an early 
stage and “we're still feeling our way." 
One option is to work out bilateral ar- 
rangements and then expand them into 
multilateral ones. Another is to invite 


newly industrialising Asian countries 


"into the Cocom process some way," à 
Pentagon source said. The third is to 
form an Asian version of Cocom, 
perhaps associated with it. 

As Japan is a Cocom member, it is 
not among those countries causing 
concern. But difficulties in bringing 
Japanese export procedures more in 
line with US policy to prevent diver- 
sions of technology may foreshadow 
problems in forging tighter controls 
elsewhere in Asia. The US and Japan, 
State Department officials say, have 
just completed an agreement on rules 
for exporting supercomputers. 

The supercomputer market has been 
monopolised by the US through two 
firms, Cray Research Inc. and Control 
Data Corp., but three Japanese firms 
are now also producing supercomput- 
ers. US officials are tight-lipped about 


ali —— — — 


the substance of the rules, but it is be- 
lieved they pertain to physical access 
to the computers and access to 
software used with them, as well as to 
conditions for eligibility for export. 

Ironically, the export of the Cray 
supercomputer to Japan's Nippon 
Telephone and Telegraph was delayed 
due to Pentagon security concerns over 
export policy, and essentially held hos- 
tage to the negotiations over rules for 
supercomputer exports. 

US officials point to a long list of 
US technology which Moscow has at- 
tained over the past decade or so by 
legal and illegal means, including com- 
puters, integrated circuits, inertial 
guidance systems, lasers, metallurgy, 


Computer training for pilots: fears of a leak. 


machine tools and robotics. In terms of 
time, this has eroded the US 
technological edge over the Soviet 
Union from 12-15 years ahead to three 
to five years in some areas, such as 
micro-electronics. 

Most Soviet computer systems and 
integrated circuits are either obtained 
from the West or patterned after West- 
ern models. But a problem in the se- 
crecy-minded Reagan, administration 
is defining what technology is critical 
and strategic, and what is not available 
elsewhere. “Some zealots in the ad- 
ministration,” a State Department of- 
ficial said, “think anything more com- 
plicated than the wheel" should be 
viewed as requiring export controls. 

Heated debate over export-control 
policy has pitted tough-minded Penta- 
gon officials against much of the US 
high-technology industry, which fears 
that the result of unrealistic controls is 
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that US firms simply lose business to 
overseas competitors. 

While proposed new rules for licens- 
ing US technology exports are still 
being worked out, the pending Cocom 
agreement indicates that some of the 
excesses of Pentagon demands, such as 
limiting exports of easily accessible 
personal computers, have been drop- 
ped. The Cocom guidelines raise the 
lower limits on exports. But super 
minicomputers with more than 500 
million bytes capacity such as the VAX 
series are still prohibited. There is also 
a variety of software with military 
cryptographic and intelligence appli- 
cations which cannot be exported 
under US controls. 

US officials say most of their con- 


| cern over equipment targeted by the 





Soviets involves . micro-electronics 
manufacturing and semiconductor- 
manufacturing equipment, computers, 
precision measuring tools and tele- 
phone switching equipment. While the 
prime concern is that the Soviet Union 
will get this technology, there is also 
worry that China will obtain 
sophisticated military-related 
technology beyond the liberal- 
ised export levels allowed by the 
US. Last year Washington dis- 
covered that Peking had ob- 
tained a VAX 11/780 computer, 
which was not on the approved 
export list for China, through a 
third country. 


S high-technology trade 

with developing Asian 
countries has grown dramati- 
cally in recent years. In areas 
such as telecommunications, 
integrated circuits, computers 
and scientific instruments, US 
two-way trade with Asean 
reached US$8.3 billion in 1983. 
Hongkong and Taiwan have be- 
come major exporters of com- 
puters, and South Korea is be- 
ginning to produce its own 64K- 
RAM (random access memory) 
chips, with production of the 
state-of-the-art 256K-RAM planned 
for néxt year. Australia has already at- 
tained a reputation for producing 
first-rate software. 

US concern is less that critical tech- 
nology will be exported to the Soviets 
from Asia than that some Asian coun- 
tries may be used for re-export pur- 
poses. US officials point to the case last 
year of Richard Meuller, a West Ger- 
man national living in the US who was 
involved in an aborted effort to export 
a VAC 11/782 super minicomputer to 
the Soviet Union, to show how far the 
Soviets will go to attain what they 
want. 

Meuller had set up more than 35 
dummy companies controlled through 
a Swiss-based holding company. The 
computer was sold through a New 
York computer broker to a South Afri- 
can firm controlled by Meuller. It was 
then transshipped to West Germany, 
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These fixed points aim 
to remind business people of 
a matter of utmost 
importance: personal contact. 


Today, distances between business 
partners are often greater than they 
used to be. But, as always, personal 
contacts are still regarded as the best 
basis for business relations 


Business Class service vet: please 
check with your local Swissair office.) 

Given that you want to be as 
relaxed and good-humoured às pos- 
sible when you meet your business 


* 


TRE LIE SUITCASE. 


SWITZERLAN 


So it's most useful that one can cov- 
er both shorter and longer distances so 
quickly and comfortably with Swissair. 
And that Swissair has such an exten- 
sive route network: 98 destinations 
worldwide, 48 of them in Europe 
alone. 

It’s hardly conceivable, therefore, 
that you should have to do without 
Swissair on a European business trip. 
And with Swissair you certainly don't 
have to do without anything at all. 
Neither First Class if you want to fly 


luxuriously, nor Business Class if 


you want to fly very comfortably, nor 
Economy Class if you want to fly at fa- 
vourable fares. Because Swissair has 
equipped all its aircraft with: three 
compartments. (On a few routes, how- 
ever, government approval has not 
been given for Swissair to operate a 
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partners, Swissair attaches importance 
to providing specially friendly, courte- 
ous service. 

And since a meal in your business 
partners favourite restaurant тау 
be in the offing, we serve you food 


which pleases the palate instead of 


overfilling the stomach. 

However, Swissair doesn't take all 
the credit for one of the big advantages 
it offers business travellers: Switzer- 


land's situation at the heart of Europe, 


so very favourably placed with regard 
to transport facilities. 

And that's something extremely 
important which deserves to be borne 
in mind: a country where you can 
recover from business stress probably 
better than anywhere else. 
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where it was intercepted in Hamburg 
en route to the Soviet Union. 

US officials attribute the complex 
Soviet manoeuvres to the success of the 
US Customs Service in stemming the 
illegal export of high technology. In 
1982, the service launched a stepped- 
up export-control enforcement pro- 
gramme called Operation Exodus, 
which US officials say has been effec- 
tive. But Deputy Assistant Secretary of 
State Steve Bryen said that there are 
“increased signs of Soviet acquisition 
activity” in the Pacific Basin. 

Bryen said in a speech recently that 
the Soviets perceive the region's gen- 
eral customs inexperience with export 
controls, the number of free ports and 
trade zones in the area, and the lack of 
a coordinating mechanism such as 
Cocom as giving them advantages no 
longer present in Europe. 

US officials say the Soviets are very 
active in Singapore and point to the 
activities of Moscow Narodny Bank, 
which in recent years has engaged in a 
number of mysterious loans that US 
officials say were related to high-tech- 
nology acquisition. They also claim the 
Soviets have set up a number of firms 
in Kuala Lumpur seeking to orches- 
trate third-country exports. Intelli- 


' gence sources note that since 1981, 40 


alleged KGB and six GRU (Soviet mili- 
tary intelligence) agents have been ex- 
pelled from Asean countries — an indi- 
cation of just how active the Soviets 
have become in the region. 

US officials say that initial discus- 
sions with Asian exporters have been 
Asean diplomatic sources 
said that the US had expressed con- 
cern about "back-door exports" and 
explained that one problem in tighten- 
ing controls is limited resources and 
manpower in enforcement. The 
Reagan administration is discussing 
plans to step up assistance in technol- 
Ogy and resources to Asean customs 
services. 

Pentagon sources say that a key in- 
centive for cooperation in tightening 
export controls is the promise of easier 
licensing arrangements for Asean and 
newly industrialising countries in Asia 
as a trade-off for cooperating on the 
control issue. Pentagon officials note 
that much of the computer and other 
high-technology industry in the region 
involves either US companies or firms 
associated with them through licens- 
ing or other arrangements. The offi- 
cials see this as leverage to be used in 
taking concrete steps towards enlist- 
ing cooperation on export control. 

State Department officialsare wary 
about the concept of forming an Asian 
Cocom, given the unwieldy nature of 
that body. State Department and Com- 
merce Department officials are also 
concerned that guidelines be reason- 
able. "It's going to take timé'to work 
out concrete arrangements that work,” 
a senior Pentagon official said, "but we 
see some kind of control system on the 
horizon." п 


B , | „=... | E т 
The Rangoon bombing; still casting a shadow. 





A thaw in the North? 


Little dramatic change in Tokyo-Pyongyang relations 
seems likely, but there may be a shift to the positive 


By Charles Smith in Tokyo 


apan's relationship with North 

Korea seems highly. unlikely to 
change significantly in the wake of the 
recent visit to Pyongyang by the chair- 
man of the Japan Socialist Party (JSP), 
Masashi Ishibashi. But the visit could 
mark the start of a slightly more posi- 
tive mood in the Tokyo-Pyongyang re- 
lationship than. that, which has pre- 
vailed since Yasuhiro Nakasone be- 
came prime minister of Japan in 1982. 

Evidence in favour of this view 
comes from the extremely friendly 
treatment given to Ishibashi during his 
five-day visit by the North Korean 
leaders, particularly President Kim Il 
Sung, with whom Ishibashi had six 
meetings. The Japanese Foreign Minis- 
try, which is wary about doing any- 
thing that might upset Seoul, will be 
cautious about responding to North 
Korea's overtures. 

But it looks as if the ministry at least 
may be starting to study the lifting of 
some of the restrictions on contacts be- 
tween the two countries that were im- 
posed after the Rangoon bombing inci- 
dent of October 1983 in which North 
Korean terrorists killed several mem- 
bers of the South Korean cabinet. 

Japan could become more inclined to 
lift the restraints if Pyongyang follows 
up on the various statements made to 
Ishibashi about the North's willing- 
ness to restart negotiations on an unof- 
ficial fishing agreement. Japanese- 
North Korean relations, though never 
cordial, appeared to work smoothly 
enough on the basis of various kinds of 
unofficial exchanges until the early 
1980s. 

From the beginning of 1983, how- 
ever, North Korea began a compaign 
against the “aggressive” policies of 


the Nakasone cabinet, apparently 
mimicking the Soviet Union, which 
had begun attacking Nakasone for his 
outspoken comments on defence issues 
during a visit to Washington. As part of 
its campaign the North refused to hold 
talks with Tokyo on the renewal of an 
agreement allowing Japanese fisher- 
men to fish within its 200-mile exclu- 
sive economic zone. Economic contacts 
with Japan also apparently were dis- 
couraged, resulting in a steady decline 
of trade. 

The North Korean leadership appa- 
rently began to reconsider its attitude 
to Japan in early 1984, suspending its 
personal attacks on Nakasone and 
dropping hints of a willingness to re- 
sume economic contacts. However, 
these moves have been treated with 
considerable suspicion on the Japan- 
ese side until recently. Japanese 
analvsts argued that one of the main 
reasons for Pyongyang's change of 
stance was its desire to sour the mood 
of Tokyo-Seoul relations in advance of 
a state visit to Tokvo in September 
by South Korean President Chun Doo 
Hwan. 


he North's increasing need of eco- 

nomic help from the West is seen by 
Tokyo as another reason for Pyong- 
vang to be friendly. But neither the Ja- 
panese business world, nor Foreign 
Ministry officials seem in any hurry to 
respond to overtures in this area. 
Japan responded coldly in early Sep- 
tember when Pyongyang announced a 
law for the establishment of joint ven- 
tures with foreign partners. The unre- 
solved North Korea debt issue arising 
out of failure to pay Japan for some 
¥50 billion (US$204.5 million) worth of 
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First, we'd type a couple of lines 
to demonstrate how quiet the 
Hasler SP 300 is. 


Here, we'd install an optional 
line display which would let 
you set up your messages 
silently and without paper. 


These five keys, we'd say, are 
all you need to prepare.and edit 
any message in the memory. 


These two keys allow 

you to go back to any 
location within the text 
and make corrections. 


The SP 300 is operated via this keyboard. 
This includes dialling, repeat dialling and 
abbreviated dialling. 


You can't see the built-in 
working memory. But you 
can use it to prepare mes- 
sages — even while the 
machine is in the receive 
mode. 


О We wish to receive more information about the SP 300 demonstration. Please send us your 
literature. 

Г] We wish to have an SP 300 demonstration. Please call us to make an appointment. 

О We already owrran SP 300. Please send us information on the following upgrade opm: 
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a GCA cipher attachment at the left 
hand rear corner. It enables you to 
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plant imports is another factor inhibit- 
ing the revival of economic relations. 

Japan's record of non-response to 
North Korean overtures made it easy 
for Nakasone to reassure Chun in Sep- 
tember that he would act cautiously 
towards Pyongyang in future. Caution, 
however, does not mean that the gov- 
ernment is likely to remain totally im- 
mobile so far as relations with the 
North are concerned. 

Japan genuinely wants to restart 
talks on fishing, if only because the ban 
has been a serious economic blow to 
the half-dozen or so ports on the Japan 
Sea coast of Honshu which tradition- 
ally depend on this area for their 
catches. In return for a move on this 
issue it looks as if the Foreign Ministry 
might be ready to start cautiously dis- 
mantling a few of the restrictions on 
contact with North Korea that were 
imposed after the Rangoon incident. 

The restraints cover visa approvals 
for North Korean officials visiting 
Japan, contacts of any kind between 


ee 


Japanese and North Korean diplomats 
in third countries and charter flights 
between Tokyo and Pyongyang — no 
scheduled flights link the two cities 
either. Of these three areas a case-by- 
case relaxation of the first seems the 
most likely. though even this presuma- 
bly will be done with a cautious watch 
on reaction from Seoul. 

Outside the bureaucracy, closer re- 
lations with Pyongyang are favoured 
by a small but active minority of MPs 
from the ruling Liberal Democratic 
Party (many of whom have fishing con- 
stituencies) and, of course, by the op- 
position JSP, for whom Ishibashi's 
red-carpet visit to Pvongyang is begin- 
ning to look like something of a coup. 
What Nakasone's cabinet colleagues 
feel about Pyongyang is for the time 
being unknown — but Ishibashi is 
known to have met Foreign Minister 
Shintaro Abe on the eve of his depar- 
ture for North Korea and was expect- 
ing, after his return, to be asked to re- 
port to the prime minister. п 


Smile diplomacy 


Pyongyang unexpectedly accepts Seoul’s conditions on aid 
in what looks like at least a tentative hand of friendship 


By Shim Jae Hoon in Seoul 


s South Korea prepares to mark the 

first anniversary next month of the 
Rangoon bomb blast which killed 17 
South Koreans accompanying Presi- 
dent Chun Doo Hwan on an official 
visit to Burma, North Korea, whose 
secret agents were blamed for the 
blast, is launching a new “smile diplo- 
тасу” aimed at breaking out of its in- 
ternational isolation. 

According to Radio Pyongyang, fac- 
tories producing pharmaceuticals in 
Pyongyang, cement in Haeju and tex- 
tiles in Sariwon are running at full 
speed now to produce those items 
which the North Korean Red Cross So- 
ciety offered to the South to help vic- 
tims of its recent floods. The North's 
agreement to deliver the goods, plus 
7,200 tonnes of rice, to Panmunjom 
and to the southern ports of Inchon 
near Seoul and Pukpyong on the east 
coast has suddenly opened up pros- 
pects of the two sides reducing ten- 
sions and resuming peace talks. 

In an astonishing reversal of their 
earlier insistence on delivering the 
goods directly to flood victims in Seoul 
— which the South suspected as being 
a ruse to enable а large convoy of trucks 
to enter the South bearing rice and 
other goods and flying North Korean 
flags in a massive propaganda display 
— the North Koreans have now agreed 
to an indirect, much less dramatic 
handover. 

Determined to deny Pyongyang such 
a public-relations bonanza, Seoul had 
issued a virtual ultimatum — either the 
goods would be delivered to officials of 
the South at Panmunjom, Inchon and 


Pukpyong, or it would refuse to accept 
anything. To the surprise of almost 
everybody, the North agreed and set 29 
and 30 September as the dates for the 
deliveries. 

Scepticism in the South has still not 
completely abated. It sees in Pyong- 
yang's announcements a tone of con- 
descension towards Seoul — an at- 
tempt to project an image of a more 
prosperous socialist brother in the 
North helping an impoverished, 
exploited South. 

What the people of the North are not 
told is that the South out-produces 
them in most of these goods. The 
South's rice production is 2.5 times 
that of the North's; cement is 2.7 times, 
and cloth more than nine times. South 
Korea's gross national product is 5.3 
times that of the North and its per 
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capita income stood at US$1,880 last 
year as against the North's US$760. 

The sudden expression of goodwill 
from the North will not wipe out the 
distrust bred by a generation of war 
and confrontation. As far as the latest 
exchange is concerned, the focus will 
be much more on atmospherics than 
evidence. Mutual distrust runs deep, 
and Seoul's suspicion of Pyongyang's 
motives in making the relief offer has 
apparently been confirmed by news of 
the infiltration of a North Korean 
saboteur in the southern city of Taegu 
on 24 September. After killing two 
people and seriously wounding a third 
with his silencer-equipped pistol, the 
agent committed suicide by poisoning 
to avoid capture. 


he North may deliver the goods, but 

the question is whether this will in- 
deed lead to broader exchanges of good- 
will and material. North Korean Presi- 
dent Kim Il Sung, for instance, rejected 
Chun's offer in August of similar aid in 
consumer goods and technology. Apart 
from Kim's assurance given to Masashi 
Ishibashi, chairman of the Japan 
Socialist Party, that he will start seri- 
ous North-South talks, South Korean 
officials cite a glaring absence of any 
tangible evidence that supports such a 
view. 

Pyongyang has.not given up its de- 
mand for withdrawal of United States 
forces, nor its opposition to a simul- 
taneous entry of North and South into 
the United Nations. If it were serious 
about opening à peaceful dialogue, it 
could quietly restore the hotline com- 
munication system which it once had 
with the South. The hotline was 
cut in 1976 after the axe-slaying of 
two US soldiers at Panmunjom. The 
North could also accept the idea of 
Seoul hosting the 1988 Olympic 
Games. 

But so far, it has rejected both these 
propositions. Indeed, Ho Dam, Pyong- 
yang's foreign minister at the time of 
the Rangoon incident, told Japanese 
newsmen on 21 September that the 
North opposed the Seoul Olympics. In- 
terestingly, Ho's opposition rested on 
what he called “a quasi-state of war" 
with Seoul. 

The recent 
negotiations at 
the Red Cross 
level — the first 
such contacts in 
nearly seven 
years — will in- 
dicate what the 
future holds in 
the wav of inter- 
Korean detente. 
But the mood in 
Seoul now is 
pretty guarded. 
The Rangoon 
memory is still 
too fresh to al- 
low any bold new 
initiatives. п 
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Introducing Premier Services. 
One of the privileges of the privileged. 


Only a few of our clients require 
the very special type of security, 
convenience and peace of mind 
Premier Services” is designed to 
assure. But those who do have 
come to depend on these services, 
throughout the world. 


Personal attention. Discretion. 
Responsiveness. These are what our 
clients have come to expect of a rela- 
tionship with American Express Bank. 

Now, as an American Express Bank 
client, vou can enjoy the added advan- 
tage of Premier Services. It offers vou 
travel and medical assistance, 24 hours a 
day any where in the world. And the 
convenience of a nearly unlimited range 
of personal services in London, Paris, 
New York and Miami. 

You are eligible if vou have a 
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Express Bank and are a Gold Card* 
client of American Express Bank. 

The Premier Services Card is not a 
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American Express Bank clients. When 
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you have the use of Premier Services, 
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worldwide 
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exactly as you want it 
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or about our other Private 


Banking services—please contact Brian 
Lendrum, First Vice President, American 
Express International Banking Corpora 
tion, Connaught Centre, 28th Floor, 
Connaught Road, Central (G.PO. Box 3), 
Hong Kong. Telephone (05) 212 608 
Premier Services from American 
Express Bank. One of the privileges of 
the privileged 
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Bank offices: 
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An American Express Company 
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Development 
Bank, Geneva 
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2, Place du Lat 
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SIEMENS 
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- 92 


Power for West Malaysia — 
automatically 


Unattended in the jungle, 

the Bersia and Kenering hydro- 
electric power stations draw 

235 MVA generating capacity 

from the upper Perak river - an 
important contribution to the _ 
power resources of West i< 
Malaysia. = 


Siemens has supplied 

vital components for this 
project, such as the generators, the rectifier-controlled excitation 
equipment, the high-current busbar system, the station service 
system and the medium-voltage switchgear for both power stations, 
as well as the automatic control and supervision equipment 
which enables their unmanned operation. 


Siemens provides the most progressive electrical and 

electronic engineering апа а comprehensive range of 

products, installations and systems for every requirement. 

A world-wide production, sales and service organisation ensures 
close contact with the customers, expert consultation 

and reliable service. T 


More than 300000 Siemens employees are engaged in power, 
communications and medical engineering in over 
120 countries the world over. 


Whatever the challenge, 
Siemens has the technology 


A19100-F9601-Z4008-X-7600 
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Within the captivating SWII] To stand in the 


of Hong Kongs Lobby of The 


Marco Polo hotel 


largest shopping centre. isto place yourself 


within the very 
The Marco Polo Hong Kong. centre of the largest 


shopping and commercial development in 
Asia — Harbour City. 

The Marco Polo Hong Kong is 
managed by The Peninsula Group. With a 
hundred year heritage of 7 
dedicated service to business ПОО 
and pleasure travellers in the рок 
Orient, we know how to make 
your trip live up to all your 
expectations. 


The Peninsula Group 
Fulfilling the promise of the Orient 


Reservations: Contact your travel agent, Cathay Pacific Hotel Reservations Service, 
SRS (Steigenberger), The Peninsula Group, Hong Kong. 


Peninsula Group hotels are located in Hong Kong, Singapore, Bangkok, Manila, Beijing and 


Guangzhou. 
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WWF Kojo Tanaka BCI 


‘Lhe 
Giant Panda 
needs your help 
tO survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It 15 also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - vour money. 

Please send contributions to the WWF 
National Organisation in your country or direct to 
WWF International, 1196 Gland, 

Switzerland. 
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GOODYEAR DISTRIBUTORS IN S.E. ASIA AND PACIFIC BASIN 


Ceylon Manufacturers & Merchants 
Colombo. Sri Lanka 

Nepal Motor Co (P) Ltd 

Kathmandu & Biratnagar, Nepal 
EVEL M MC 

Dacca, Bangladesh 

Diethelm & Co Ltd 

Bar QKOF Thailand 

Landis Brothers & Co Ltd 

Hong Kong 


Guam Tire & Supply Co 
Agana, Guam 

Midway Motors 

Saipan, Mariana Island Koror, Palau 
Christopher Store Boroko Motors Ltd 
Truk E Caroline [sland Por! More Oy 


Cook Islands Motor Centre Ltd S.G.A Western Samoa Transport 
Harotot 


ga, Cook Island Noumea, f Jor Cooperative Society Lid 


Ngiratkel Etpison Co Ltd 


Duncombe Вау Garage pia, Wester 

Norfolk Island Service Mobil 
Carpenters Motors Papeete. Та 
Papua New 27 "717: NBI In Shun Co Ltd 
Island Transport Service Co Solomon Motors Ltd Morris Hedstrom Ltd | apt ШҮ, 
Majuro Marshall Island Nuku'alofa, Tor 
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Honiara, solomor ind 
Yap Cooperative Ass Socometra 
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Morris Hedstrom Ltd 
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IGH TECHNOLOGY 





THE CONCORDE. THE MOST- 
RESEARCHED, FASTEST AIR- 
PLANE IN THE SKY, SPEEDING 
YOU FROM NEW YORK TO 
PARIS IN A REMARK ABLE THREE 
AND A HALF HOURS. 

THE CONCORDE. JUST ANO- 
THER EXAMPLE OF THE HIGH 
LEVEL OF TECHNOLOGY YOU 
FIND WHEN YOU FLY 
AIR FRANCE. 


AIR FRANCE Z7 
WE'RE AIMING EVEN HIGHER 






di ector "Morgan: Chua’ s updated ver- 
sion of a 19th-century dra ing of the 
representatives of Victorian England 


and Qing China after the ceremonial | 


signing of the 1842 Treaty of Nanking 
which first ceded Hongkong to the 
British — may well cause cross-cul- 
tural offence in certain quarters. Why 


5 VIEW art 


commemorate the agreement which | 


wil return Hongkong to Chinese 


sovereignty with a reminder of the 


first of the unequal Opium War 
] treaties which wrenched Hongkong 
|. from China? 






token, Morgan's sketch serves also as 
|. areminder that the Sino-British joint 
declaration is not an unequal treaty, 
but a binding agreement arrived at 
after long, difficult negotiations be- 
tween two sovereign nations. 
|. Secondly, the cover is a timely il- 
. | lustration that, whatever the ups and 
. downs of politics within China itself 
iowever many promises (includ- 
PE ose enshrined in various con- 
| stitutions) it has brokeh to its own 
people, Peking has a good record of 
keeping its international word. China 
has stuck to both the letter and 
the spirit of the three treaties which 
established Hongkong and which it 
has consistently denounced as “un- 
equal" — and therefore invalid — for 
the past 35 years. 
@ IF the joint declaration represents 
a triumph of common sense — as this 
Traveller believes — then, like all 
triumphs, it must have its heroes. 
And, as we àre looking for heroes, let 
us pass lightly over the parts played 
by the leaders of the two negotiating 
teams, Sir Richard Evans and Zhou 
Nan. If any one man on the Chinese 
















team can be singled out it was, by all: 
accounts, Lu Ping — a man possessed ү 
of all the negotiating talents, plus the - 


experience and imagination to grasp 
the case for the various guarantees 
necessary to preserve the integrity of, 
and confidence in, the free-market 
economy of Hongkong. 

It was Lu who gradually accepted, 
as the talks went on, that the British 
were negotiating in good faith and 
that the automatic suspicions with 
which a Marxist country regards any 
colonial power were not necessarily 
applicable to the British, who wanted 
to negotiate an honourable with- 
drawal from Hongkong, leaving a 
going concern behind them. 

Sterling work was also done by the 
leader of the Chinese working party, 
Ke Zaishuo, despite the limitations 
placed on his freedom to negotiate 
and the tiredness which overtook him 
as the weeks of concentrated ham- 
mering away at complicated texts 

. drew to a close. And by his opposite 
umber, Dr David Wilson, a former 





v. valid point. But, by the same 


— —— Á——————————————————— М. 


to higher authority for a concession 






ües repeatedly of 
пе was doing). 
е BEHIND. these negotiators were 
surprisingly large teams of officials 
who worked long hours over the 
drafts. It is impossible to name those 
in Peking. The British negotiators | 
benefited equally from the long hours | 
worked by the Political Adviser's Of- 
fice and by a dedicated team of Hong- 
kong civil servants working under 
L. M. (Bim) Davies — people like ! 
John Chan and Alistajr Lang. Vari- 
ous spines were stiffened by the 
fiercely loyal (to Hongkong) Chief 
Secretary Sir Ph Haddon-Cave 
who, as the man who can inspire the 
loyalty of the Civil Service, must be 
persuaded not to retire next vear. 
Then there were the unofficials of the 
legislative and executive councils 
who reflected the worries of the 
Hongkong people more accurately 
and courageously than the would-be 
demagogues who denigrated them. 
The London hero was, of course, 
Sir Percy Cradock, former British 
ambassador to Peking who went to 
London as British Prime Minister 
Margaret Thatcher's special adviser 
on the talks. There were those who 
argued that he was too sensitised to 
Chinese feelings and could have 








pushed harder. But when the various - 


crunches:came he proved as tough a 
negotiator as any — and deserves a 
particular accolade for persuading 
Thatcher to back the Hongkong/ 
Foreign Office strategy. | 


And then there are the two foreign. 


ministers Wu Xueqian, who _ 
proved himself to be a modernisation 


man, pursuing China's national in- 
terests with a mind still open to fresh 
ideas, and Sir Geoffrey Howe, whose | 
trip to Peking to break a threatened 


deadlock over powers the Chinese 
wanted for the joint liaison group 
freed the final logjam. 

But the real hero on the Chinese 
side was, of course, Deng Xiaoping 
himself. His determination that 
Hongkong must continue, much as it 
does today, to serve China's interests 
after 1997 under his slogan "One 
country, two systems" was both 
statesmanlike and courageous — for 
there are strong elements within 
China all too ready to take advantage 
of anyone vulnerable to the charge of 
compromising the Revolution. Such 
forces inspired Deng's toughness (as 
when he excoriated former ministers 
for promising Hongkong too much 
and when he insisted on China's 
sovereign right to station PLA units 
in Hongkong after 1997). Equally, 
Deng's hand was to be seen whenever 
the Chinese negotiators had to appeal 
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ә ОНОМСК‹ 
pion was С 
Youde. His stri 
rule of confiden 


make him an ù 
word fits 
time for pub 
hear t byp 55 OF 
has worked ane 





London: Wer 
life. He alse 
merely yin thes 


or led to a poo 
tenacity with w 
kong's case. ; 

Time-and Ume 
accept policy 


returning to t 
points he con 
was aided by à 
pulling a dozen: 
rently contradicto ; ory | 
in telegrams which were 
clarity and brevity. It was, 
bravura performance ar 
leagues hope that: 
has been initialle 





an adequately appreciative 
nity. 

The British have the habit of he 
ing out decorations to those 
sociated with a successful exeri 
though on this occasion I for one} 
thev don't; particularly if any oft 
gongs distributed appoint the x 
pients to a chivalric order v 
should have been abolished years ай 
— that of the British Empire. 
e TO end poetically on а bale 
ethnic note: the British involved 
the talks included an extraordi 
high proportion of Welshmen 
Howe, Youde, Davies, Hongkong / 
torney-General Mich ael Thomas 
the man who actually initialle 
joint declaration, Evans. A coup: 
stanzas from the pen of Welsh ba 
Dylan Thomas would therefore sec 
appropriate — though 5 million peo- 
ple would hope that thev are not: 


The hand that signed the paper 
felled a city; 

Five sovereign fingers taxed the 
breath, 

Doubled the glohe of dead and 
halved a country; 

These five kings did a king to 
death. 


The hand that signed the treaty 
bred a fever, 

And famine grew, and locusts 
came; | | 

Great is the hand that holds 
dominion over 

Man by a scribbled name. 












roversy over the planne 
d States withdrawal from. 
may have over shadowed one 
issue in the bui eda debate 


































































inication Order: the consensus ` 
: South, East and West on the. 
oving national capacity | 
u cation in the шр 


n lamental belief that. mass : 
perate in the public interest, ; 
d play a critical role in na- : 
velopment, is nota new idea 
doi familiar E media 
teacher rs, 


at is new, ‘however: is he bread 
epth of the impact on the public. 
rapidly expanding ғ media indus- 
his impact is fully appreciated by | 
tisers who have products to sell, 
y politicians who understand the. 
for popular support at the polls. 
55 appreciated by the public at large | 
he subtle influence of the media in 
ns of lifestyle and behaviour that 
vea bearing on health. 
In.the. broad spectrum of develop- 
ent, two. sectors have stood out as 
mong the fastest growing in the 1960s · 
d 1970s. Thanks in part to tech- 
logical advances, and not a little 
ted by political needs, the growth 
media sector has been pheno- 
ial and is plain forall to see. It is not 
hof an exagger ation to say that in 
ew” country before there was a 
nal flag, a national anthem, апа. 
v a national airline, there prob- 
б was a national radio! In many 
«developed countries — where lit- 
' is low and roads are few -— radio 
ially the only national delivery 
of information. 
st countries have been busy ex- 
і ga and improving their physical 
ic in the media. sector, 
chi p new spapers and magazines, 
lishing printing plants, building 
wave stations, importing or pro- 
pradio sets, constructing new TV 
lios, providing — even in the poorer 
untries — community TV sets. And 
Southeast Asia. today, one can 
rdlv avoid the TV antennae in any of 
he city slums. While physical 
iardware has been built up considera- 
у, attention to software has lagged 
hind. 
During this period, the e sector. 
ioo has expanded at a rapid pace. No 
government worth its name can ignore 
health of its people, and most 
inistries of he alth - «though not often, 
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; mental | 
.medical. Moreover, health must begin 
with the individual and the communi- 
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abe": as senior. 


. ades. 


health and media sectors 


technical and scientific, while the lat- 
ter are geared to the broadest common 


for knowledge have been оо 








in the ministerial 
hierarchy — have expanded | health and | 
medical services in. recent past dec- 
Because of. scientific break- 
| throughs, many of the mass diseases 
hitherto accepted by the population as 


part of life can now technically be 


brought under control. In many coun- 


tries, certain mass communicable dis- 
| eases are on their way out. 
. -Qnly in recent years has the health 
sector been forced to realise the limits 


of technological. intervention. It now 


recognises that health is а social 


phenomenon, and a pursuit involving 


it has become clear, has 
cultural, social, economic and environ- 
in addition to biological and 


ty. Above all, if any health work is to 
have a lasting impact, it must involve a 
public which has been adequately in- 
formed. 

Yet, over pereen, past decades, the 
in their 





Jack C. S. Ling, director of the Public 
information and Education for Health 
Division with the Geneva-based Worid 


participants in a round table on health 
and the media held any in Singa- 
pore. 


headlong expansion + have grown 


both sectors. The former tend to be 


denominator of the ae 


istor ically, M EE ‘trained i in the 
methodical and meticulous search 


sceptical of any effort to simplify c 
popularise their work. Often, iheir 


community; when they publish any- 


thing, itisin thejour nal of their discip- 
line. Since health professionals are not 


and ambivalence. Public information 
is somehow equated with “publicity. i 


in public-health service. 





complex multisectoral support; health | 
: behaviour, 
i| many determinants — informational, 


Health Organisation, was among the 


apart. It is not surprising that the two . 
are noton intimate terms, given the na-. 
Чиге and orientation of pr ofessionals in 


first "public" is their own scientific. 


usually familiar with the workings апа. 
complexities of the media, they very 
often view the media with suspicion 


The time-honoured tradition of "doc- 
tors don't advertise" may have influ-. 
enced the attitude of many physicians. 


‘Journalists and broadc asters, on the. 


y communi 


other T aaa their source materjal | 
in language understandable to the. 


layman — written in a concise, ab- 


breviated | ‘style. Media professionals ; 


have no.tame to dwell on technical de- - 


tails and are lost in 400-page scientific - 


papers; ‘they work in a creative milieu | 
scientific | 
methodology. In face of a plethora of 


not oriented. towards 
details. meaningless to the public, they 


throw up. their hands in frustration. 


Yet the two have come to a juncture | 
in their development where they must . 
Without the involve- | 
ment. of. the media, the health sector 
cannot hope to in form the general pub- - 
lic on health issues or to help stimulate . 


find each. other, 


a process of community involvement. 


health sector, the media cannot fulfil 


certainly include health. | 


solidarity since the founding of the 
United. Nations, national boundaries 
have actually- stiffened, and national 


national con ) 
recognises * disease "add 
know Do borders. And the communica- 
tion and’ information “explosion” of 
the 1960s and 1970s shows that the im- 






In fact, a little more than à year ago 
at the World Health Assembly"in 
Geneva, E e president and Ma- 
lavsia's Minister of Health Tan Sri 
Chong said: Lifestyles are no 
longer conditioned by climate and cul- 
ture. They are initiated as fast as com- 
munications speed information from 
one country to another." He was refer- 





principal roots in lifestyles: cancer, 
heart diseases, alcohol and drug abuse, 
stress, environmental health.and vari- 
ous psycho-social illnesses. He had de- 
fined, in effect, a new type of com- 
municable disease - — in addition. to 
bacterial/virus type. and ve¢tor-borne 


While е scientists have. tried. to 
grapple with these issues, the media 
personnel. themselves. are not. fully 


aware of the enormous power and far- 


reaching impact of their professional 
tools. Not. enough, people engaged in 
TV prime-time. entertainment pro- 
grammes, for instance, . realise . that 
their work, unwitting an. do. harm 
or good for the he | : 








their obligation to serve the interests of 
the public — and these public interests. 


pact of media:has assumed a broader 
international. character with a str ong 
effect on he; alth. 


diseases, we now have illnesses that. 
are "communicated" by images andin- . 
formation. 


Without the technical input of .the | 


ex SI 


Notwithstanding all the efforts at | 
international cooperation and human . 


interests invariably pr ема over inter- | 


lieks k 


ring to those illnesses that have their 





country, the Ministry off 
cided to launch an anti-sm 
paign and printed 500,000 
display at strategic places. Yet, at the 





posters for 


time of the campaign, the national TV . 
carried a popular movie at 8 pm in 


which the handsome hero was shown: 
puffing away like a chimney. In terms 


of the number of people reached, the 


hero's cigarettes probably wiped out 


the impact of the carefully planned 
and designed posters that the ministry 
was distributing. 
‘Foolproof all-sector eocrditiütion in 
our complex societies is obviously not 


possible, and entertainment program- | 


mes must serve their first purpose — to 
entertain — which means often reflect- 
ing the. realities of life. Nevertheless, 
health and media professionals should 
both be aware, at least, of potential 


conflict, and potential areas of mutual. 


support. 


ү ecognising the need tor media and 

k health sectors to work together i ina 
more systematic way, senior health 
and media officials from the six Asean 
countries met recently in Singapore at 
around table on health and the media, 
under the joint sponsorship of the 
World Health Organisation, the Inter- 
паба! ids do amme for а 





6 Without the technical input. 
of the health sector, the media 
cannot fulfil their obligation to 


serve the interests of the public. 


— and these interests e 
include health. , | 





Communication an^ the Asian Маш 


Communication Research and Infor- 


mation Centre, to explore these issues. 
Stripped of the political interpreta- 
tions of the issues of the New World In- 
formation and Communication Order, 
media executives quickly accepted 
that they have an important role to 
play in terms of the health of the pub- 
lic. Health professionals, too, recog- 
nised the need for better understand- 
ing of how the media work, and the in- 
trinsic requirements of print as well as 
broadcast journalism. 

Several points emerged from the 
round table which deserve mention: 


» The role of the media to raise con- . 
sciousness, stimulate public discus- 


sion, articulate public needs (as well as 


people's response to official policies). 


disseminate information and reflect 
(and thus reinforce) social norms, is 
fully appreciated. However, for health 
practices to be tried or adopted, media 
input must be complemented by face- 
to-face communication and dialogue 


and should be part of a multi-faceted 
| rogramme of. health services and ac” 












4 should be presented as part of "life," i 


| media's point of view, one. might |. 
` further ask,” 


he dth 25 as sn е 
Соорегайоп .Dbetween health 
media should therefore be br oàdened. 


oriented elements of media. Entertain- ES 


and understandable to the lay car) 
-to present their messages toth irai 
ences. Instead of trying to develop n 


j means of communication, sity ete aa 
fessionals should - " 


change. In Singapore, for instance, |] + 
Surveys indicate a preference for radio | | 
and TV among people with primary | 
‘dary and tertiary education opt for | 
"gave less importance to talks and in- j- 
‘terpersonal communication. Villages 
far from urban centres have ver 


i sources. 


concrete proposals. were. designed. at | 


. bring the mass media to the water, but 





though hard news accoui 
tively small part of media’s content. 
, and | 





an interest and servic 





to include h 


ment, for example, exercises a much 
greater influence on social behaviour 
and practices than is often ap- 
preciated. Indeed, health seer 


entertainment programmes. 
ь The health sector should fous on |. 
making technical subjects digestible = 


enabling communication prof 


credible - channels, : 
tional ones, to communicate м 
public, ` i 
» The attitudes of people cones 
sources of health 


education, whereas those with secon- 


print. Over a 10-year period, all groups 


ferent. DE of health. Pica 





difficulty i in. Ds gi table agre вете ent and | 
planned concerted action: in fact, five | | 


the > round t e a ih 





ina “way, ике d tor operation. Td 
Former secre y-general of „Asean d 
Narciso Reyes — the keyr el 
at the round table — ‘warned of the dit- 
ficulties of matchmaking between gov- 
ernments and the private mass media. 
Many governments are often. wary of 
an antagonistic press, which in turn- 
cherishes its role of an uninhibited cri- 
tic. | 

Even with the inedia! S role i in. sheath 
recognised, like the pr overbial horse — 
Reyes asked rhetorically — we can. 














can we make them drink? From the | | 


can we make the health 










professiona 

need to reduce complex scientific is- 
sues to simple statements the public 
can understand, even at the risk ofa 
degree of "distortion"? 


For the sakeof the health of the pub- PI. 
lic to whieh both the health and media. $- 
“Sectors are committed. it is sincerely” 





the answers win be es NM 
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Once, your T system.was worke 
by "ud most refined and sophisticated 
software available. Be 
Hurhàn intelligence. 
And the quality of your telephone 
network depended on the quality of the 
human software’: at the heart ofi it 






exchange м went automatic. o The new systems 
were ‘hardware-based ~ inh umanly fast, - 
but also inhumanly inflexible sz ^ — 
Today, the wheel has gone. айза full 
circle: the decreasing cost: of computer 
performance has made it possible for. 
telephone companies to provide 
human iie of flexibilit 















pon 


you dad hon you eee your pine: 
fully itemised phone bills; computer-to- 
computer communication; the instante _ 
aneous transmission of photocopies over 
thousands of miles; information displayed 
on your TV screen in colour - and much, 
much more. 






A modern digital sdephane mmu. ric$sens c 
AXE реи unmatched call- handli g capaci iy 


In the not-too-distant future, all these. 


services, and others, will be provided — 
through a single, integrated, network. (les 
called the ‘Integrated Services Digital — 
Network ~ ISDN for short. It's described in 
the box.) In effect, your telephone will | 
become à computer terminal communi- 
cating with a huge range of sophisticated | 
devices and services. 


Now all this sounds fine, but there are | 


plenty of telephone subscribers in the 
world who find it difficult to make a simple 


phone call - and plenty of people who just . 


can't get a phone at all. These people may 
feel a little sceptical: 
And of course, they're iple | 
Because not all telephone:systems can 
capitalise easily and economically on the 
opportunities technology is presenting. 






| AXE: today’s domin 


е | of жк. futi 
„< unwieldy and unstable. — 


Who's atraig of the ISDN? 










| presented o» do. concept athe ернине 

| Services Digital Network. T 

| This network will handle services which 

can betransmitted in digital form ~ which, | 
these days, includes speech. 

| As well as speech, these services include 

і facsimile п transmission, nationwide 





| с ш. edic car it 
| functions, videotex, ы di i 

Such services already exist, of cor 

But often they use sep te lines and 

: ik prit serv vices, wh 











е new. V Ар? ассои 
can handle the increased traffic. Апу userc 
ah AXE system with a digital group switch: 


d has the basis ofa successful ISDN already in | 
position. К ^ = 





int system 
Just as inthe old days a telephone —— 





` networks quality was defined by the quality 
` ofits operators, so, in a modern system, 
quality is defined by software... 
Software for е must st have very 
г Speci ial. qualities, . с og 








millions of instructions every вА minutes, 


ionis; without! becoming 
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accommodaté every foreseeable dcc of 
the future. 









io t lend á ps Ue ear ub 
you’ re had or ask if your sore throat is 
getting better. But then, AXE doesn’t get 
bad-tempered, or forget what number it’s 
supposed : to be calling. And it doesn't 
[pert sic © 
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. а. Kulkarni in Singapore 
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vil. While the pube People 5 





as been mounting a well-publi- 


y estimating the number of can- 
les they might be able to field in 
contest for the 79 parliamentary 


March, the PAP has unveiled 
ames. of. 30 new candidates in 
es of three or four, and the com- 





“> 


rage, dwelling on their educa- 
31 and professional qualifications. 
1e other hand, most of the known 
don candidates are long-time 
functionaries who have fought 
ost several past elections. Given 

powers of patronage the PAP and 
jovernment have accumulated in 
past two decades, the opposition 
und it difficult to attract new 
and qualified candidates. 

It takes a lot of dedication to pub- 


on if you have a career to make. . 

David Marshall, the first chief 
ster of Singapore under British 
‘told The Straits Times recently: 
fortunately ... in our tradition, a 
ild who criticises his father is un- 
itural, a student who criticises: his 
her is a rebel, a citizen who criti- 


ical opponent is an enemy who 
ре buried in slime of abuse and 
distortion." Although Mar- 
^ comments were made in re- 
se to a 








voting rights (REVIEW, 9 Aug.), 
ear syndrome among Singapo- 
of riding with the es is 


ced the ‘provision: "for е. non- 
| Hunc MPs — - the three highest 
| . | as yet 
er PAP slag to sugpest to the 
ctorate that there is no need to vote 
for the opposition as three seats are en- 
sured for them anyway. 

+ The PAP's main reason for rushing 
hrough the constitutional amendment 
appeared to be what is called the-youth 
factor: some 40% of the electorate in 
.the coming election will comprise 


i Party (PAP), in power for 25 


'ampaign since the beginning of 
rinsearchofnewtalent,theop- |. 
т parties are still at a stage of 


it local media has given them wide 


icly identify yourself with the opposi-- 


recent constitutional 
. allowing three so-called 
uency opposition MPs with | 


young voters, and their share is expect- 


к I 











. In dio сека since the 
1970s. the-opposition has netted 
t one-quarter of the votes polled 
out winning any seats. And the 
ities seem to be apprehensive 
young voters coming of age in an 
ent Singapore, and bored with the 
s political straitjacket, might opt 


















































dee the opposition in larger numbers. 


Disenchantment among the youth 


should provide fertile ground for the 


opposition to make common cause 
against the PAP by pooling their re- 
sources in selected constituencies to 
ensure a credible opposition in the 
next parliament. But the parties are 
hopelessly disunited and suspect each 


other's intentions. 


Earlier this month Harbans Singh, 


leader of the United People's Front 


(UPF) announced that several parties 
had agreed to avoid three-cornered 
fights against the PAP in any consti- 
tuency. Soon after his announcement 
other parties denied àny such agree- 
ment. Asit turned out, some officials of 


JAPAN 


By Hikaru Kerns in Tokyo 


"he Japanese Government's .1984 


concern over the increasing "latent 
threat" to Japan as a result of the 
Soviet military build-up in Asia, as- 
sumed a less alarming tone than last 
year's report. P 
Approved by the cabiri ti on 14 Sep- 
tember, the white paper omitted the 
1983 assertion that the East- West mili- 
tary balance could become ` ‘tipped in 
favour of the East camp ifthe situation 
is left as it is.” Instead, the current ré- 
port cited progress in recent United 
States efforts to strengthen and mod- 
ernise its deterrence capacity against 
the Soviet threat, a theme that some 
critics saw as an implicit endorsement 
of the incumbent US: administration’ S 
record on defence issues. | 
The new report is generally consi- 
dered more optimistic about the inter- 
national military situation than last 
year’s. But at.the same time it em- 






-phasised that the Soviet Union has 
^ egntinued. to, add to. ie military for S | tio 


report on defence, while expressing . 


in he next five i 
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No more alarm bells - 


The government's annual white paper on defence i is. 
toned down from 1983, but ene iy s still increase _ 





POP 


he BRE United Front, led by 
Seow Khee Leng, has plans to stand 
in more than 10 but less than 20 seats. 
The Workers’ Party secretary-general, 
J.B. Jeyaretnam, who is the lone oppo- 
sition MP in parliament, said that his 
party would have more than eight candi- 
dates in. the field. With a few more 
names from the Singapore Democratic 
Party, Barisan Sosialis and the Singa- 
pore Malays National. Organisation 
there could be as many as 60 opposi- 
tion candidates, ошо with n in 
the 1980 general election. - 
Despite their lack of arity, the óppo- 
sition should have no dearth of cam- 
paign issues. In fact, many of these is- 











in the area gu Japan, both: in 
quantity and quality. 

` The Soviets have | doubled hie 
number of. MiG23s to 40 on the dis- 
puted northern island of Etorofu and . 
increased naval activity in the region. 
In an unusual departure from its previ- 
ous style, the government report con- 
demned the Soviet shooting down of an 
unarmed South Korean airliner on 1 
September 1983 which, it was noted, 
revealed the "har sh 4 mili tary: situation 
in the region. . . 

Many of the major points in the 1984 


paper were represented in 1983 — im- 


proving combat readiness, sustaina- 
bility, logistical support and equip- 
ment. But. for the first time in four 
years, the white paper declared the de- 
sir ability arid advantages of domesti- 
cally produced weapons. з 

It also said that, even in normal! 


times, сес industries would have 
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Marshall; Toh: ‘a child who criticises his father . . .' 
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sues have been spelt out for them | tion system and the preferences given 


rather eloquently by none other than 
the PAP's founder chairman and 
former. deputy prime minister, Toh 


| 
| 


Chin Chye, who has since become a | 


backbench MP and vocal critic of some 
of Prime Minister Lee Kuan Yew's 
policies. In recent months Toh has con- 
sistently complained that Singapo- 
reans are increasinglv afraid of stand- 
ing up for their rights and voicing their 
differences with the official policies, 
while the government becomes more 
centralised with hardly any checks on 
its enormous powers. 

He has also chided the elitist educa- 


Among the new weapons under deve- 
lopment mentioned in the report are 
a modern tank incorporating high 
technology, an anti-submarine 
helicopter system and an advanced 
aircraft-control and radar system. 

The 1984 report, as in 1983, pointed 
out difficulties in recruiting for the 
lower ranks of the Self-Defence Forces 
(SDF) and warned of an expected 
rapid increase in retiring personnel in 
1985-95. The report also spoke of the 
need to “enlighten” Japanese citizens 
about the necessity of a feeling of will- 
ingness among them to defend the 
country. 

It also said that no significant pro- 
gress had been made concerning civil 
defence in Japan. An analyst noted 
that the government began to study the 
problem of civil-defence measures in 
1978 and that concrete progress in 
developing and implementing a pro- 
gramme is unlikely in the immediate 
future. 

On the brighter side, US-Japan de- 
fence. cooperation was said to be 
smoother in the areas of joint exer- 
cises, consultations, transfer of mili- 
tary technology and night-time flying 
privileges for US aircraft. A Japan De- 
fence Agency spokesman noted 
“steady” improvement of SDF capa- 
bility. The report mentioned that the 
Central Command System began par- 
tial operation this year. As in other 
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to graduate mothers over their less- 
educated counterparts. He has dis- 
agreed with a proposal to raise the age 
of withdrawal from the mandatory 
Central Provident Fund (CPF). He also 
abstained from voting on the bill to in- 
troduce the Medisave scheme, unde: 
which Singaporeans are required to 
save money in their CPF to pay for 
hospital treatment. 

In recent months Singapore was rife 
with rumours that Toh was so disen- 
chanted with the PAP that he was 
going to form his own party or stand as 
an independent candidate. In late Au- 


years, the white paper affirmed civi- 
lian control of the military and the 
three non-nuclear principles — non- 
possession, non-manufacture and non- 
introduction of nuclear weapons. 

The report. has been called an at- 
tempt to prepare for Japanese defence 
spending to exceed 1% of the gross na- 
tional product, Masashi Nishihara of 
the National Defence Academy told 
the REVIEW: “Put it all together . . . the 
implications are very clear. The white 











paper is layingthe ground for Japanese | 


defence spending to go over 1% [of 
the GNP],” Nishihara believes that 
it is “very, very likely" that the 1% 
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THE TEMPLES of Angkor are 
acknowledged to be among the greatest 
artistic creations of mankind. 


OUR TOUR takes you not only to the 
fabulous temples but also gives you an 
opportunity to see the post-war 
reconstruction of Indochina, meet its 
- people and enjoy its music, dance and food. 
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gust he denied these rumours, saying) 


he would stand as a PAP candidate but 
would continue to speak his mind. “I 
can't be à dumb cow,” like other 


-backbench MPs; he said 


As a founding chairman, he has more 
latitude than other PAP leaders to 
voice his independent views and it 15 
widely known that he has had his dif- 
ferences with the prime minister, but Il 
is unlikely that the party would toler- 
ate vet stronger barbs from him. As 
popular politicianof long standing, tite 
PAP might find it difficult to deny Toh 
a seat at the election as long as he does 
not go bevond what he has Said al- 
ready. 

According to some analysts, after 30 
years with the PAP, the 62-vear-old 
Toh may be carving himself a placeas 


the party's conscience. Yet others do — 


not rule out the possibility that TORS 
independent stand may have the tacit 
concurrence of the partv's top leader- 
ship. In any event, the PAP may yetuse 
the fact of his independence as a props 


aganda weapon to demonstrate that” 


the party is willing to be criticised as 
long as the criticism is constructive — 


thus pulling one rug out from under Не 
opposition and taking over what” 


should be opposition positions 


This puts the onus on the opposition 7 


parties to show their campaign issues 
as being distinct from Toh's pro- 
nouncements and to suggest clear al- 
ternative policies to gain credibility in 
the eyes of the electorate. п 
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defence-spending ceiling will be 
breached “in the near future.” The 
Asahi Shimbun, an influential daily 
newspaper, also highlighted the 1% 
question in its coverage of the report: 

A leading business daily saw the 
white paper as "strongly" reflecting 
the imprint of the relationship be- 
tween "Ron and Yasu," or US Presi- 
dent Ronald Reagan and Japanese 
Prime Minister Yasuhiro Nakasone. 
Other conservative analvsts disagreed 

-especially in connection with the 1% 
GNP ceiling — but asserted that Ja- 
panese defence spending should in- 
crease. 
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THE TOUR includes Angkor, Phnom Penh, 


Hanoi and Saigon and departs Bangkok 
Dec. 5, Jan. 23, Feb. 20 and Aprl 11; 
early booking is essential. 
WE ALSO organise travel to Vietnam, one 
of Asia's most unusual and fascinating 
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Tel. 233 3288 
Melbourne Branch (03) 67 7071. 
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By Bertil Lintner in Chiang Mai 


fter a six-month Burmese army of- 

ү фі fensive aimed at wiping out Karen 

— National Union rebels, and another six 

— months of fighting to suppress Kachin 

— insurgency in the north, the Karens аге 

— Still alive, and a no-win situation for 

_ Rangoon appears to have emerged 

- — Along the Мое river. Nevertheless, the 

Burmese army has gone ahead with a 

_ massive new offensive against rebels in 

— Kachin state. 

— On 1 June, 11 Burmese battalions 

-— from the western and northern re- 

gional commands — the nucleus of 

— Which seems to consist of the Myit- 

psi based 21st, 29th and 37th bat- 

-talions — were thrown in against the 

Kachin Independence Army (KIA). 

More than 5,000-strong and led by 

© Brig -Gen. Zau Mai, the KIA is reputed 

to be the best-organised and most ef- 

E fective of Burma's non-communist 

№ rebel armies. Like the Karens, тапу 

-Kachins are Christians, and the presi- 

dent of the KIA's political wing, the 

- Kachin Independence Organisation, 

- Brang Seng, is a former headmaster of 

B. the Myitkyina Baptist Mission High 

| School. 

— — The first targets of the government's 

_ offensive were the neighbouring head- 

quarters of the KIA's 2nd Brigade and 

_ its 11th Battalion, which are located in 

— the hills overlooking the southern 

mouth of the Hukawng valley. These 

— longtime rebel strongholds are less 
_ than 75 km west of Myitkyina and are 
_ thus easily accessible from the Kachin 
—- State capital and even closer to the 
— Mogaung railhead, on the main line to 

— Mandalay. 

; Recoiless rifles (57 mm and 75 mm) 

— — аз well as 60, 81 and 120 mm mortars 

were reportedly sent up to the govern- 

— ment's frontline troops, but when they 

- were dug in and ready to fire, the 

— — Kachins adopted a tactic completely 

— — different from that of their Karen al- 

— lies in the south. They burned their 

—— Own camps, depriving the Burmese ar- 

—  tillery of targets, and retreated into the 

=  — surrounding forests. From there, small 

| guerilla units launched a series of hit- 

D and-run attacks against the govern- 
ment troops. 

UB Reports reaching northern Thailand 

say that more than 170 Burmese sol- 

diers were killed in the first round of 
| heavy fighting. 

i While the battles near Mogaung still 
continue, other government units are 
now penetrating the KIA’s main base 

| areas along the Chinese frontier. A 

| possible target could be the KIA's gen- 
eral headquarters in the rugged border 
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‘nother line of a 


“The army launches a new offensive against mino: 
mixed results in its year-long anti-insurgent сатр 


| 


rebels despite 
n 


mountains near fia, only 50 km 
southeast of Mvitk а. 

If the Karen сату ign turned out to 
be more difficult tihn Rangoon first 
anticipated, the success of the present 
offensive in Kachin state is even more 
open to doubt, local sources say. Sup- 
ply lines there are long and vulnerable 
to guerilla attacks in the extremely 
mountainous terrain of this north- 
ernmost of Burma's minority areas. 

In the past 12 months, the KIA has 
also shown an unprecedented aggres- 
siveness, which has taken many dip- 
lomatic observers in Rangoon by sur- 
prise. On 28 February, a few hundred 
heavily armed Kachin commandos 
staged a lightning raid on Hkamti, a 





town in the northern Sagaing division, 
They besieged the headquarters of 
Rangoon's 52nd Battalion, occupied 
two police stations and some govern- 
ment offices, confiscated a large sup- 
ply of arms and ammunition and 
emptied the local bank of about Kyats 
1 million (US$128,000). 

Then the Kachin rebels reportedly 
released 124 prisoners from the local 
jail, rounded up more than 50 police 
and government officials and locked 
them up. KIA sources claim they killed 
30 Burmese policemen and soldiers in 
this daring attack. Two days later, on 1 
March, the KIA blew up the main rail- 
way line at Mogaung and for several 
days the state capital of Myitkyina was 
cut off from the rest of Burma. Since 
communication by road is bad, the 
most commonly used route to Myit- 
kyina is by rail. 

At about the same time, the KIA at- 
tacked Sumprabum, robbed the bank 
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orch. Fol ow g the ba 
rob bbene in both Hkamti and EL 
rabum, rebels with handfuls of 
anknotes assed them out to local 
people, local sources said. 

The dramatic increase in rebel ac- 
tivity in Kachin state has caused con- 
cern not gnly û among government and 
military*circles in Rangoon, but also in 
neighbohring India. For some time 
now the KIA has been receiving mili- 
tary supplies from China — part of 
which is said to have been forwarded 
to Naga:insurgents, who are active in 
India's. northeastern border areas. 
Naga rebels from both the rightwing 
Phizo faction and the Left-leaning Na- 
tional Socialist Council of Nagaland 
have reportedly been trained and 
armed by the KIA — and so, indirectly, 
by China. 


Б May this year India, not surpris- 
ingly; offered Burma help in its 
counter-insurgency operations оп 
both sides of its borders with Nagaland 
and Manipur states (REVIEW, 7 June). 
The offer was rejected in the usual 
Burmese manner; no response at all, as 
has been the case many times previ- 
ously when New Delhi has made simi- 
lar overtures to Rangoon. Kachin 
sources claim, however, that there is a 
constant exchange of intelligence in- 
formation between the Indian and 
Burmese border authorities concern- 
ing rebel movements in the area. That 
the first target of the present offensive 
against the KIA was its 2nd Brigade 
headquarters, which has served as a 
transit point for Naga troops returning 
to India, might possibly have been a 
gesture of goodwill to the Indians, 
some observers suggest. But they also 
stress that this would be the furthest 
the Burmese military authorities 
would go insofar as cooperation with 
any outside power — at this time. 

Far more important for Burma's 
security planners than any link-up 
with insurgents on the Indian side of 
the border is the renewed alliance 
which has brought the country's two 
main non-communist rebel armies to- 
gether under the common banner of 
the National Democratic Front (NDF). 
This grouping also includes some 
smaller armies, such as the Shan State 
Army, the Pa-O National Army and the 
forces of five other ethnic minority 
groups. 

For the first time since its founding 
in 1976, the NDF now is showing signs 
of coordinating the movements of its 
nine different member organisations. 
The Kachin offensive in February and 
March of this year, for instance, was 
said to have been aimed at boosting the 
morale of the Karens, who were under 
siege at Maw Pokay near the Thai bor- 
der (REVIEW, 5 Apr.). This would go a 
long way towards explaining why the 
Burmese authorities are now paying so 
much attention to the insurgencies in 
the country's minority areas. п 
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Banque Indosuez: a whole world 
of opportunities. Success requi- 
res intricate knowlege of two 
factors: volatile commodities pri- 
ces and exchange rate varia- 
tions. This bi-laceted market de- 
mands the imagination, rapidity 
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Established in 65 countries, 
in some cases for over a centu- 
ry, Banque Indosuez has a com- 
plete knowledge of the markets, 
the politics and the economy of 
these countries. 

Specializing in international 
trade financing and foreign ex- 
change, its traders offer expert 
assistance in the most complex 
operations. 

An international French bank 
with human dimensions, Ban- 
que Indosuez offers specialists 
commodity trade finance groups 
in New York and London, 
as well as in Paris, Rotterdam, 
Hamburg, Geneva... 

Banque Indosuez opens up 
a whole world of opportunities. 


BANQUE — 
INDOSUEZ. 


A WHOLE WORLD 
OF OPPORTUNITIES 












BANQUE INDOSUEZ 


FERF1/84 





Because we perform better, 


so will you. 


The test of a good flight is not just when you're in the air, but after you've landed. 
At Cathay Pacific we're committed to getting you to your destination in the best 
possible shape. 

By getting you there quicker, which often means non-stop. 

By designing schedules which fit sensibly with yours. 

And by providing inflight service that's in tune with your needs. 

That way, when the flight's over, our performance will be reflected in yours. 





Aesthetics East and West: 
the bare facts of life 


By lan Buruma in Hongkong 


| n China, Hongkong is often depicted 
as sin city — attractive to some, 
abhorrent to others. Hongkong is, as 
they say, the gateway to the West, and 
much of the "spiritual pollution," usu- 
ally in the form of pornography, is as- 
sumed to come from there. И is indeed 
remarkable how pornographic 
magazines have proliferated in Hong- 
kong during the past couple of years. 
There are at least a dozen different 
weekly publications on Hongkong 
newsstands catering to *adult tastes. " 

Local press reports inform us that 
most readers are students, who form 
clubs to exchange their favourite 
magazines. Not surprisingly, this has 
elicited all the usual 
worried reactions from 
earnest social workers 
and responsible citi- 
zens' groups. One so- 
cial worker was 
quoted in the daily 
Hongkong Standard 
as saying that maga- 
zines had “absolutely 
perverted . implica- 
tions" for teenagers. 
Another social work- 





0 T 
er, quoted in the same || * d 
newspaper, said that || 1% "m" H 
though no student he jê | ae 
knew had been re- ||% $$. p 
ported, so far, to || и. e 
"have committed any ||| ~*~.) $T 
offence such as inde- jjf FS iu 
cent assault . . . this || ЛАА ET 
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have a bad effect on |L& ` 


students.” 

Most of the recent 
Hongkong “adult” | 
magazines feature little else but photo- 
graphs of full frontal nudes. Hongkong 
is the only place in Asia where this is 
officially tolerated (in Japan the line is 
drawn at pubic hair). According to a 
well-known producer of soft-porn 
films in Indonesia, nudity in entertain- 
ment is anathema to the Asian tradi- 
tion. Nudity in Japanese, Hongkong 
and Philippine entertainment, he says, 
is purely due to Western influence. The 


idea that everything from syphilis to | 


homosexuality can be blamed on West- 
ern corruption is widely believed in 
Asia, including Hongkong. 

This is nonsense, of course. Certainly 
pornography is as old in Asia as it is in 
the West. But the forms were often 
quite different, reflecting diverse 
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aesthetic traditions. Because the world 
is becoming increasingly standardised, 
and modern culture — from Helsinki to 
Hongkong — is based on Western, usu- 
ally American forms, it is easy to as- 
sume that every new form is a part of 
Western corruption. In fact local at- 
titudes and traditions often twist those 
new forms into something distinctly 
un-Western. 

It is true that nudes are not part of 
the artistic tradition of East Asia and 
pin-up magazines as such — like strip- 
tease — are a Western importation. 
But the style of the nude pinups, while 
derivative of Western forms, reveal 
attitudes which are not Western at 
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all. The pictures are not only clumsi- 
ly posed and executed, but there is 


The awkwardness of Chinese pin-up 
pictures is too pervasive, even in the 


more up-market magazines, to Be 
merely a question of inadequate 
models or lack of photographie 


technique. It shows a Y 


| different aesthetic approach. Thenude 


is an integral part of the Western artis- 
tic tradition based on Greek aesthetics. 
and indeed philosophy. The Greeks 
made the human form into their ideal 
of harmony. Greek sculpture was 
formed with mathematical precision. 


The harmony of torso, head and 


limbs was a metaphysical ideal and 
thus severed from the type of social 


| shame associated with mere naked- 














| 
| 


no attempt whatsoever to show off | gar and beneath him to paint nude fig- 


the human body to its best advan- | 


tage. 


he British art historian Sir Kenneth 

Clark, in his classic study, The 
Nude, made the clear distinction be- 
tween nudity and nakedness. Nudity is 
the human body revealed as a work of 
art; nakedness is somebody with no 
clothes on. The girls in Playboy 
magazine are nude; the Chinese 
models in Hongkong porno magazines 
are naked — they generally look away 
from the camera, as if embarrassed to 
be caught in their bedroom by a Peep- 
ing Tom with a flash-gun. 





| Playboy, 
| served as an excuse in the West for diss 


had almost entirely eclipsed Greek 
hedonism, the nude was still idealised 


| 


н 


4 
i 


ness. Even when Christian puritanism. _ 


, 


in Western art, albeit often in a4 


bowdlerised form 
ered by fig-leaves and so forth. 
In this sense, Playboy magazine still 


- the genitals cov- : 


sits squarely in the Western tradition 
The centrefolds may be a crass version _ 


Greek ideal of hare 
топу. Individual im- 
perfections — whith 
after all 
body human — аге 
carefully brushed 
away to 
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still realistic) ideal; 
unlike the  Japan- 
ese woodblock-print 
beauty which is more 





cated cartoon 

The Chinese (and 
Japanese) tradition is 
different. There is 
nudity in art, but of 
quite another kind 
and the human body 
as such was never 
idealised, and thus 
not lifted above the 
connotations of social 
Confucian —shame. A painter in the 
literati tradition would consider it vul- 


ures. This is not quite the same concept 
of shame as in the Judaeo-Christian 
tradition, in which, unlike with the 
Greeks, the body itself is a source of 
sin. Thus, from the Middle Ages up to 
the Greek tradition has 


playing the naked human form. Victo- 
rian erotic photographs, mimicking 
the classical style of academic paint- 
ing, are a perfect example of this. 

In China, and certainly in Japan, so- 


| cial shame is more a question of pro- 


priety than sin. Propriety is a question 
of time and place. Mixed bathing, for 
instance, has always been part of tra- 
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of it, but their beauty ; 
is still based on the 


make the 


make the 
body conform to an ~ 
almost stylised (ЫИ 
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` Contemporary young painters 





dit AER Sree life pe still i is in 


Lareas. In a sense, nudity is too na- 


| non to be idealised. This still shows in 


` Japanese adult magazines. Even in the 
more sophisticated ones there is little 
attempt to hide physical imperfec- 
tions, for perfection and harmony are 
not the point. 

On the contrary, an irregular row of 
teeth, a plump waistline, a vaccination 


“mark often add to what Japanese find 


attractive in a model. The word they 


“use is kawaii. best translated as cute. 


The ideal kawaii girl is usually very 
young, very innocent and above all not 
threatening. The Greek ideal to Japan- 
ese is a little inhuman, even frighten- 
ing. This can be exotically thrilling in 
the case of a foreign model, perhaps, 
but wholly inappropriate for a Japan- 
ese girl. 

The Christian idea of sin is essential 
to the art of striptease in the West. 


"Without a sense of forbidden fruit, the 


tease makes no sense. And indeed, in 


Japan it does not. Thus, the audience in 





PAINTING 
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come to be teased, or even titillated. 
Nor do they want to see a woman being 
humiliated, as is often the case in the 
hooting and hollering atmosphere of a 
Western club. Japanese strippers re- 
veal their nudity in a kawaii, yet 


| 


| ways highly serious in tone, are invari- 


slightly maternal way, cracking jokes | 


at the audience, with whom they have a 
genuine rapport. The intense curiosity 
of the men for certain parts of the 


| female anatomy reminds one of little 


children playing doctor. 

In the Chinese tradition, nude pic- 
tures often serve a didactic function. 
The earliest nude figures in Chinese art 
appear in Taoist sex manuals, which 


were first published more than 2,000 | 


years ago. These were serious texts 
telling the reader how to prolong his 


life by conserving energy while engag- | 


ing in sexual activities. 
Chinese and Japanese erotica never 
lost this teaching function; the famous 


pillow books in Japan were meant to | 


instruet innocent upper-class brides 


“Chan s challenge with the 
_ changing canvas of a city 


Ву Chang Tsong-zung in Hongkong 


uis Chan is now a legend in the small 

world of modern Chinese art. But 
when he held his first one-man show in 
Hongkong in 1934, no one thought the 
versatile sketches and watercolours 
| marked the beginning of a wildly ex- 
perimental career, making the work of 
look 
pale and rigid even 50 years later. Chan 
is now 79 years old. 

Besides being a painter, Chan has 


= written scores of books and taught 
| many art classes. Throughout decades 
` of neglect he has almost single-hand- 
` edly kept alive a modern-art scene in 


Hongkong. To commemorate the 
achievements of this eccentric genius, 
the Hongkong Museum of Fine Art is 
presenting a golden jubilee retrospec- 
tive until 7 October. 

In many ways, Chan's career runs 
parallel with the growth of Hongkong. 
In a few decades Hongkong was trans- 
formed from a provincial backwater to 
a major cosmopolitan centre. Within 
this brief period, Hongkong switched 
from a traditional agrarian culture to 
an industrial-commercial one; and it 
has absorbed all the shocks inherent in 
the meeting of old and new, East and 
West. Chan's artistic development re- 
flects the strains and excitement of 
these transformations; it shows the 


power of the creative arts in continu- | 


ously dredging deeper meanings out of 
the most splintered cultural influ- 
ences. 





Chan populates his paintings with 
creatures from both the real and 
imaginary worlds: fish fly in the sky; 
faces leer from subterranean grottoes; 
magical islands are inhabited by 
ghouls and one-leaf trees. In this world 
American film titles are combined 
with Chinese folk sayings; urban im- 
ages stick out in mythological land- 
scapes; dedications are made to Song 
masters and even the British queen. 

It is the modern condition that no 
hermetic cultural heritage can stand 
on its own any more. This is also one of 
the basic challenges to modern art: to 
pick and choose between many dispa- 
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Chan: Hongkong itself is the school. 


| 
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examining. the patient, 
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on what to expect on their wedding 


night. Even today Japanese pin-up 


magazines — and many women's 
magazines — offer their readers de- 
tailed advice on how to improve their 
sexual technique. These articles, al- 


ably illustrated with photographs and 
graphics, which are anything but titil- 
lating and are quite like the old Taoist 


manuals. 
T is closely associated with 
medicine in the Chinese tradition, 
and it is not surprising that some of the 
finest and’ most realistic nude figures 
were made for the medical profession. 
It was considered to be grossly immod- 
est in late imperial China for a man to 
see a naked woman, and female pat- 
ients would refuse to show their doc- 
tors more than a hand stuck through 
slit of a curtain. So, instead oof 
the doctor 
would ask the lady's husband to point 
out the painful spots on a human figure 


rate influences and find a basis for cre- 
ation. Although not unique, Hong- 
kong's situation makes this challenge 
particularly acute. 

Its superstructure is colonial British; 
the dominant trends are traditional 
Chinese; the raison d'etre of the place 
is economie. Like the language itself, 
the culture of Hongkong is schizo- 
phrenically bilingual. This offers great 
scope for change in the traditional 
Chinese arts, but so far efforts made to 
"modernise" these arts have had little 
success. 

The main problem with modernising 
efforts is that they tend to remain 
academic, or technical, altering the 
look while leaving the heart of the mat- 
ter untouched. At the other end of the 
spectrum, followers of modern West- 
ern trends often seem to forget that 
every place needs to draw from its own 
heritage, and) thus discover its own 
modernity. 

Born in Panama, Chan moved to 
Hongkong with his family in 1907. His 
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carved, often with great artistic skill, 
out of ivory. 

Nudity, especially of the genitals, 
once had a magical significance in 
China. This is another Chinese tradi- 
tion, which, like many things Chi- 
nese, has survived in Japan long after 
it died out in China. The late Robert 
van Gullik, in his Sexual Life in 
Ancient China, offers the. example of 
a 17th century warlord in Sichuan, 
who laid out the nude corpses of 
women in front of the walls of a city he 
was about to attack, in the belief that 
they would prevent the enemies’ guns 
from firing. And the customiof wearing 
amulets of nude couples to ward off 
evil was still common during the Qing 
dynasty. 

Such amulets are still handed out at 
many temples in Japan, where the magi- 
cal power of the sexual organs are still 
celebrated at religious festivals. Art 
historians also have pointed out that 
the gross exaggeration of the genitals 
in traditional Japanese erotic art harks 


only formal training in art 
was a correspondence course 
from the Press Art School in. 
London in 1927. And until 
the 1950s he had the reputa- 
tion of an outstanding, 
though basically conserva- 
tive, landscapist. When 
modern art — derived from 
abstract action-painting of 
the New York school — came 
to Hongkong in the late 
1950s, established realist 
painters such as Chan were 
attacked bitterly. 

It was a traumatic time for 
him: “I feltas if had entered 
the wrong profession.” He 
started to change dramati- 
cally in the 1960s. The once- 
active outdoor landscapist 
withdrew into a studio and 
began to produce the fantas- 
tic landscapes of his dreams. Chan 
started publishing articles on the emo- 
tional values of colours and the nature 
of illusory images. “I find images in 
everything," Chan says, "even in old 
Chinese landscape paintings there are 
hidden faces and disguised images. But 
one needs to know where to look." 


[: the mid-1970s Chan plunged into 
deep-sea paintings depicting outland- 
ish marine life filled with nightmarish 
human figures. These figures gradually 
began to dominate the whole picture 
and, since the 1970s, Chan has painted 
many crowded-figure paintings. 
Pioneers of a tradition are often also 
the most far-reaching in their vision. 
In the case of modern Chinese art, art- 
ists such as Chan open up an almost 
mythological, even primeval, dimen- 
sion. This is fully in keeping with their 
role as pioneers, because their project 
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back to such SRM fertility rites. 

In Chinese art, nude figures never 
display this type of stylisation. They 
tend to be fairly realistically — if usu- 
ally awkwardly — drawn. As is the 
case with Japanese erotic art, the 
naked human figure rarely stands 
alone and is not really the main focus 





Of attention. The eroticism in tradi- | 


tional art is much more a matter of 
clever literary allusions, of. unusual 
sexual positions, of suggestive props 
and surroundings. Aesthetically, more 
attention is paid to the clothes, the 
hairdos, the gestures than to the 
human figure itself. 

All this is still, by and large, true in 
adult magazines today. In the case of 
kawaii Japanese pinups, the details of 
dress and surroundings are treated 
with extraordinary care. Hongkong 


| magazines, though much less profes- 


sionally produced, show the same 
preoccupation with props. One recent 
issue of a magazine entitled Hongkong 
97 features a nude in combat gear. She 


new world. This requires a sensitivity 
which is innocent and totally without 
preconceived notions. It is something 
more often found among naive artists 
than urban sophisticates. 

Chan is one of the very rare urban 
naives. His technique is sophisticated 
and his knowledge of art is encyclo- 
paedic; yet his total devotion to art can 
only be compared to a child's wonder 
at the world. When asked who influ- 
enced his style, he cheerfully lists any- 
body coming to his mind at that mo- 
ment. Without the tyranny of an estab- 
lished tradition — a tyranny which, 
more than anything else, strangles 
attempts to modernise . traditional 
Chinese art — all influences have equal 
value; the only schooling for Chan is 
Hongkong life itself. 

It is interesting to draw a parallel 
with the modern Chinese art scene in 
Taiwan. Most of the artists there who 


is nothing less than the creation of a | are evangelically devoted to creating 
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is so busy trying to hold machine guns, | | 


hand-grenades and revolvers in both 
hands that her naked state seems en- 
tirely peripheral to her extraordinary 
juggling act. 

It is hard to see how any of this — 
apart from the juggling with hand- 
grenades — could possibly have * abso- 
lutely perverted implications” EOF 
young readers. More interesting is the 
question whether nudity can be raised 
to a fine art in East Asia. Attempts 
have certainly been made, especially їп 
Japan, by artists working in the West- 
ern tradition. Their efforts are worthy. 
but too often stuffily academic or 
plainly derivative of Western artiste 
they learn the techniques, without en- 
tering the spirit 

The only way the naked human form 
could become а nude in the Grecian 
sense of the word in East Asian art, 
high or low, is for East Asian artists to 
become more truly Western — surely 
the last thing most Asians would wish 
to encourage. п 








modern art end up producing mediocre 
work. It is because they look for their 
muse in the wrong place, and they be- 
come proselytisers instead of creators 
The artists who come up with the best 
work are those with their feet planted 
firmly in the folk tradition. The most 
famous are the sculptor Ju Ming and 
the naive artists Lin Yuan and Hung 
Tung. The great strength of the folk 
tradition is that it is confident enough 
to be unselfconscious; it leaves the art- 
ist free to play and create. 

In Hongkong there is no folk tradi- 
tion as such. The equivalent here 
would be the fragmented and mixed 
bag of urban life. It is from this "folk" 
tradition that Chan's magnificent art 
grew. Academic definitions of 
"Chinese" or "Western" art simply do 
not apply in his case. In as far as Hong- 
kong is a modern cosmopolitan centre 
with a modern cosmopolitan culture, 
Chan is a modern cosmopolitan artist 
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ARCHITECTURE 


A Pictorial History of Chi Archi- 
tecture by Liang Ssu-ch'eng, edited by 
Wilma Fairbank. The MIT Press. 
US$30. s / 

he story of how this book came to 

see the light of day is as extraordin- 
ary as the book itself. Liang Ssu- 
ch'eng (1901-72), an eminent Chinese 
architectural historian, spent.15 years 
during the 1930s and early 1940s 
searching for and photographing an- 
cient Chinese architecture, The work 
often had to be done in unbelievably 
primitive conditions. All his precious 
negatives were destroyed during 

World War II and Liang arrived in the 

United States іп 1947 with only his 

prints and drawings intact. .. 

In June of the same vear he had to 
rush back to China to be with his wife 
who was seriously ill. He kept on work- 
ing on his English text and, in 1954, 
asked for the prints to: be sent back 
from the US via an address in London. 
The prints never arrived and Liang 
died in 1972. 

In 1980 the prints were miraculously 
traced to Singapore and were reunited 
with the text in Peking, finally return- 
ing to the US, where they were edited 
into this handsome book by Wilma 
Fairbank. ' 

A Pictorial History of Chinese Ar- 
chitecture is especially valuable as so 


Drawing from the pa 


St 





Fo Kung-Ssu pagoda, drawing; section plan; the building 


standing of traditional Chinese ar- j 
those who dwell 


many ancient-buildings have disap- 
peared — through neglect, wars or 
during the Cultural Revolution — 


-since the research for the book was 


undertaken. Supported by old plans, 
beautifully detailed drawings and ex- 
cellent photographs, it makes an im- 
portant contribution to the under- 


POETRY 


Verses and adversities 


Songs for the Unsung by Cecil 
Rajendra. World Council of Churches. 
No price given. 


pr ow can a poet remain a poet while 
condemning all that is non-utilita- 
rian in poetry? This is the question 
which nags Rajendra, one of Malay- 
sia's best-known contemporary poets, 
throughout this small collection. 

While rejecting poetic refinement as 
irrelevant in the context of the urgent 
themes he deals with, Rajendra is ob- 
liged by the dictates of his medium to 
refine his thoughts into poetic form. As 
he suggests in his last group of poems, 
he does not believe in "pure" poetry, 
does not want his poetry enshrined in 
"its rightful sanctum sanctorum of 
culture," but would rather write on 
"unpoetic issues like war and want and 
refugees. " 

However, can such issues be unpoet- 
ic? Some of the the world's finest and 
most poignant poetry has been written 
on the horror of warfare. By attempt- 
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ing to defend the utilitarianism of his 
work, Rajendra succeeds only in ex- 
posing its weaknesses.  . 

In the first four groups of poems the 
poet expresses his antipathy towards 
tourism, “development,” the arms 
race, violation of human rights, among 
other such issues. They are laconic 
poems with short, rarely end-stopped 
lines. Some have the abrasive, ephe- 
meral quality typical of pressure- 
group poetry; others have traces of wit 
and irony which give them more sub- 
stance. 

It is as a man opposed to injustices, 
however, that the poet wishes to be 
treated. Inconsistencies in Rajendra's 
attitude, therefore, should be discuss- 
ed in preference to the poetic qualities 
of his verse. 

While advocating violent resistance, 
Rajendra is also a proponent of 
disarmament — an inconsistency of 
which nuclear-disarmament campaign- 
ers of Western Europe are aware. 

Similarly, though he advocates in- 
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(inset): contribution to unders 


chitecture. For 
perhaps too much upon what has been 
lost or destroyed in China's long his- 
tory, let them remember the old 


Chinese proverb: “Emperor Chin is no A 
longer with us, but the Great Wall stili 


stands.” — MORGAN CHUA 


tellectual tolerance and free-thinking 
in The political prisoner, Rajendra 








vehemently attacks "art for art's saketa 


in the poem of that name: 

But when the last leaf 

quivers to the hot earth 

., and the last oil-slick 

moves in to devour 

the last of our beaches 

who will explain 

“Art for art’s sake” 

to the gaping fishes? 

Rajendra is one of the most controy- 
ersial, as well as better known, con- 


temporary Malaysian poets. It is, how- - 
ever, his stance on controversial issues _ 


rather than his verse form which he 
should seek to defend. A stanza from 
Confessional, in which the poet re- 
sponds to criticism by a Malaysian 
academic, should suffice as illustrative 
of Rajendra's inability to reconcile 
poet and protester: 

Spare me your fatuous 

condescension, professor; 

there's nothing fastidious 

about blood or hunger. 

Ever tried stopping a tank 

with a neatly crafted stanza? 

— JAMES MILES 
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3y / Charles Smith in Tokyo 


Г арап has reached a point in its 
К economic 
E: urgent transition needs to be made 
rom export- and investment-led de- 
mand to a genuine revival in consumer 
spending. This seems to be the message 
TO! m a series of recently published 
da ita on the economy. 

£n 1 addition, the situation in which 
Japan's exports have been large 
ugh to offset capital outflows and 
ibriate the overall balance of pay- 
nents — a mirror image of the position 
of the United States — is changing. 

Fi gures released by the Economic 
Pian: ing Agency (EPA) during the 
hird week of September show Japan's 
СО! поту growing by 1.6% in real 
e ms in the April-June quarter or by 
1.796 if projected over the full year. 
Fc lowing growth of 1.9% in the first 
quar er these figures indicate that the 
‘onomy is easily outperforming the 
EPA /s recently revised growth esti- 
mate of 5.3% for the whole of the 1984 























Tokyo’s payments equilibrium 






y Hikaru Kerns in Tokyo 


utflow of long-term capital from 
f Japan was abnormally large in 
june and July — nearly five times 
greater than the average in the com- 
parable period in 1983 — then slowed 
bruptly in August to an expected 
normal” level. But what is now consi- 
der (d “normal” is a far cry from the 
situation in 1983. 
Ha onomists say the deficit in Japan’s 
ipital account should reach US$45- 
billion in calendar year 1984 in con- 
tr ist to US$17.7 billion in the previous 
gest. Partly as a result of this deficit 
t e US dollar, in the Y243-250 range, 
for at least the rest of the year. 
` The surge in capital flight from 
Japan in June and July (with a peak of 
US$7. 14 billion net outflow in July) 
yas in part due to extraordinary items 
such as the Japanese Government's 
payment to the World Bank for share 
- subscriptions and a payment by 
` Sumitomo for a Swiss bank it took 
` over. Yen-based syndicated loans were 
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recovery. where an 


anging the balance 


An abnormally large capital outflow upsets 


Ja oan 's олег сосе оп exports is causing mounting concern 


One-track locomotive 


fiscal year (starting 1 April), to say no- 
thing of its original estimate of 4.1% 
growth. 

However, concern is mounting both 
inside and outside the government 
about the source of the growth. In the 
April-June quarter, as much as 0.7 of a 
percentage point of the 1.6% growth 
was contributed by the external sector 
while another 0.4 of a point came from 
private fixed investment — a sector 
where performance is closely related to 
exports. 

Government spending also made a 
significant contribution in the April- 
June period, in part because of deliber- 
ate “front-end loading” into the first 
half of the fiscal year of public-works 
expenditure originally scheduled to be 
spread over a 12-month period. But 
private consumption, which repre- 
sents in absolute terms the largest 
source of demand in Japan, expanded 
very little. Its rate of contribution to 
economic growth during the second 


also unusually high in these two 
months. But the change in the basic 
level of outflow has been apparent 
since April. 

One continuing reason Jor this new 
situation has been the gravitational 
movement of Japanese institutional 
funds towards US dollar-denominated 
bonds which offer much better yields 
than domestic securities. Even now US 
long-term government bonds pay 
about 4.5 percentage points higher in- 
terest than comparable Japanese 
bonds. At the same time, foreigners 
have been net sellers in the Japanese 
securities market and only in August 
did they begin to reappear as net 
buyers. 

Japan's current account, which had 
been running at an annual expected 
surplus of about US$33 billion, failed 
to keep pace with the capital outflow. 
As a result, the basic account (current 
account and capital account com- 
bined) fell into deficit by about US$10 
billion in the first eight months of this 



























quarter was only 0.2%, substantially 
less than the first quarter's 0.6% and 
far below the level originally projected 
by the EPA. 

Housing. investment, another im- 
portant demand component but one 
which habitually fails to live up to ex- 
pectations, also performed dismally. It 
accounted for 0.1% of contraction 
within the economy, cancelling out 
half the feeble pull exerted by private 
consumption. 

Researchers at the EPA say that one 
reason private consumption grew more 
slowly in April-June than in the previ- 
ous quarter was that the addition of 
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Maekawa: unusual deficit. 

















year, which was an unusual develop- 
ment, Bank of Japan (central bank) 
governor Haruo Maekawa conceded. 

The situation appears stable at the 
higher level of outflow, at least for the 
time being, due to the return of foreign 
investors to the Japanese securities 
market, a lower level of yen-based syn- 
dicated loans, and the greater cur- 
rency-exchange risk for outward- 
bound capital at the weaker yen level. 
Some currency-exchange specialists 
say that Japanese institutional invest- 
ors are already feeling considerable 
pressure of risk as the yen tests a level 
of ¥248:US$1. 

What is remarkable, however, is that 
even with such a basic balance deficit 
seen this year, the yen has held 
strongly on a cross-rate basis against 
most European currencies. 





one extra day (29'February) to the first 
quarter meant that more money was 
spent in department stores and super- 
markets than "would: normally have 
been the case. This technical explana- 
tion does not alter the conclusion that 
Japanese consumers have apparently 
been saving at an abnormal level dur- 
ing much of 1984 despite the country's 
seemingly healthy economy: 

The EPA attributes this reluctance 
to spend to disappointingly low wage 
awards by private industry during the 
optimistically named “great spring 
wage offensive," as well as to delays by 
public corporations in bonus payments 
which are normally completed by the 
middle of June. 

Bonus payments by public:córpora- 
tions were handed over by early July, 
as were private-sector bonuses, but 
wage and salary earners apparently 
decided to save most of the extra 
money rather than spend it on delayed 
purchases of consumer goods. House- 


hold spending during the month, ac- 
cording to a survey based on a sampl- 
ing of 6,000 households, rose only 0.4% 
from year-earlier levels even though 
hót weather caused heavy demand for 
such consumer goods as air condition- 
ers and summer clothing. In August, 
department stores and chain stores are 
thought to have had another bad 
month; though the overall level of 
spending may have been affected by 
record holiday travel. 


he stagnation of consumer spend- 
ing in Japan would not matter 
much if other demand compo- 
nents which have been acting as 
locomotives of recovery could be 
counted on to continue pulling at full 
strength for the rest of the fiscal year. 
In the case of each of the three main 
sectors involved, however, there ap- 
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pear to be doubts about^the future 

Government spending, which was 
artificially boosted by public-works 
expenditure during the first part of the 
year, seems almost certain to fall in 
reaction in the second half of the year, 
possibly turning the public sector into 
a negative influence on the economy 
Investment by Japanese industry in 
new plant and equipment will proba- 
bly continue to grow strongly but the 
rate at which companies step up therr 
expenditure may well slow downin the 
second half of the year, if only because 
most businesses have adjusted to a re- 
covery that is solidly under way. 

Private investment, therefore, while 
still undoubtedly a pillar of growth, 
may not be quite as solid a pillar dur- 
ing the latter half of the year as during 
the first half. 

The other sector where growth has 
been strong — external demand — is 
the area where the potential for trou- 
ble appears to be greatest. Japan 


started 1984 with a phenomenal in- 
crease in its export earnings, accom- 
panied by a much smaller, though still 
substantial, rise in imports. But export 
growth appears to have peaked during 
the April-June quarter judging by in- 
dices of year-to-year Changes in the 
volume of shipments. 

The EPA reports that export volume 
rose 14.9% in July from the previous 
year's level and by 12.7% in August 
following a 16.3% rate of increase dur- 
ing the previous three months. These 
figures may be enough in themselves to 
indicate that some of the icing had 
been removed from Japan's export 
cake by the middle of the summer, but 
two other points reinforce the impres- 
sion that the external sector may con- 
tribute less to Japan's growth during 
the second half of fiscal 1984 

One is that imports, at last, are start- 
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ing to pick ùp with a vengeance. The 
year-on-year rise in August was 22% 
though this partly reflected a rush © 
import oil in advance of a September 
tax increase, The second point cons 
cerns the relationship between Japan's 
export earnings and the state of the US 
economy. 





uring the first six months of 1984 
there was a remarkable surge of 
exports to the US, reflecting not? 
only the high level of American eco- 
nomic activity but also the distorted 
ven-dollar relationship. in which the 
yen is seriously undervalued. The rise 
continued even after the rate of ime 
crease in Japanese exports to some 
other destinations such as Europe and 
Southeast Asia started to fall in July 
and August 

There are now doubts about how 
much longer it can continue. When 
Japan's export surge to the US does 
start to slow down. the effect on the 











economy will be magnified by the ex- 
ceptionally heavy dependence on the 
US market that has been a feature of 
Japanese trade since early 1984 

The fact that Japan's external sector 
may have begun to perform less spec- 
tacularly in July does not mean that 
Japan is going to be in anything less 
than embarrassing surplus on its ex- 
ternal current account during fiscal 
1984 the EPA now estimates the 
surplus at US$33 billion, compared 
with the US$23 billion which figured 
in the agency's original forecast for the 
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However, it could mean that the time 
has come to do some fairly serious 
thinking about new ways of stimulat- 
ing domestic demand, and of reducing 
the economy's chronic dependence on 
as the main driving force for 
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growth 
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E - By Charles Smith in Tokyo 
| ust about everything seems to have 
| @ gone wrong this year for the Food 
Agency of the Japanese Ministry of Ag- 
riculture, the organ of government 
2 which tries to administer the nation's 
unwieldy system of controlled and 
_ subsidised rice production. In May the 
© "agency nearly ran out of rice for indus- 
— trial uses after some of its stocks were 
| found to contain more than the accept- 
` able level of bromine (a commonly 
_ used pesticide) and it was forced to im- 
rice from South Korea. Now it 
Oks as if it is about to be faced with 
n embarrassing surplus. 
Bien s 1984 rice harvest, according 
` to a survey published by the Ministry 
` of Agriculture in late August, is likely 
an be one of the largest in recent years, 
ssibly even bigger than the bumper 
Bt crop. The big harvest will enable 
E the agency to rebuild its depleted 
BE for both industrial and house- 
hold use. 
— But it also means the government 
om iy have to spend far more than it had 
н 2 | lly intended on purchasing rice 
E stockpiling and on subsidising the 
3 4 listribution and storage of other rice 
hich the agency does not purchase 
Кры. If this happens the ¥503 bil- 
E: i on (US$2.04 billion) allocated by the 
— Ministry of Finance (MoF) to cover the 
Fo od Agency's deficit for fiscal 1984 
i (b inning 1 April) could prove too lit- 
` tl and the agency might be forced into 
iss з special shares to the Bank of 
ла арап (the central bank) to cover the 
1 icit. 
Even if the agency manages to stay 
— within bounds as far as its 1984 spend- 
d is concerned, a bumper crop will 
_ mean higher costs for the rice pro- 
m ramme in 1985. One reason for this is 
— that the agency will still be incurring 
P ` costs at the rate of around ¥20,000 a 
` tonne for storing rice bought in 1984. 
More important will be the lack of 
iny financial carryover from the cur- 
_ rent fiscal year. In recent years, while 
f always operating at a loss, the agency 
— has regularly managed to obtain 
| slightly more cash from the MoF than 
_ was needed to bridge its current de- 
E: ficit. In 1984, there will be nothing left 
. over to provide a cushion for the fol- 
- lowing year. 
The plight in which the agency is 
— likely to find itself this year is ironic, 
` given that at least part of the problem 
| arises from the agency's all-too-suc- 
| 
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cessful efforts to cut costs during the 
past four or five years. Japan incurred 
massive financial deficits in the late 
1970s on its rice-subsidy programme 


| (A B ier harvest will prove costly to the Japanese Government 
_ and raises questions over its farm-subsidy system 


thanks to a succession of good harvests 
which left the government holding 
enough surplus rice to feed the entire 
nation for almost a year. 

After 1980, the Food Agency took a 
leaf from the United States farm-man- 
agement manual and began systemati- 
cally discouraging farmers from grow- 
ing rice with a programme that paid 
them * 42,000 for every tenth of a ha of 
paddy that was turned over to other 
crops in any given year. 

The agency's programme was so suc- 
cessful that by 1983 farmers owning 





more than 20% of the nation's tradi- 
tional paddy lands had been bribed to 
stop producing rice. But the switch 
meant that stocks also were running 
uncomfortably low, so that any un- 
foreseen mishap could cause a crisis. 
When that came, in the form of the 
bromine affair, the government not 
only had to import rice from South 
Korea, a move which infuriated farm- 
ers, it also had to agree to a relatively 
large increase in the purchase price for 
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The difficulties the Food ; fan is 
likely to face in financing the 1984 crop 
mean that it may come under strong 
pressure to raise its price to the con- 
sumer when prices are reviewed again 
in December or January. The closing of 
the gap between the government's 
buying and selling prices for rice 
could, in theory, cut more than ¥150 
billion off the agency's deficit and 
make some of its other expenses seem 
more tolerable. In practice, however, 
making the consumer pay more may 
not be a viable solution. 

Rice prices in Japan are already well 
above international average levels and 
consumption has been falling steadily 
for some years, despite costly official 
attempts at promotion. A sharp up- 
ward adjustment in the consumer price 
for rice could also have the effect of 
raising public-sector wage demands, 
due for settlement shortly after the rice 
price review, Since 
these wages also have 
to be paid out of the 
national budget, any 
attempt to solve the 
rice problem by hand- 
ing the bill to consum- 
ers could prove to be 
self-defeating. 

The agency proba- 
bly has little choice 
but to scrape through 
1984 as best as it can, 
transferring to its rice 
account funds that 
may be clawed back 
from other program- 
mes. In the longer run 
the 1984 debacle could 
prompt some serious 
thinking about Japan's rice po- 
licies. 

Japan needs a rice subsidy program- 
me to ensure food self-sufficiency (ac- 
cording to the government) and to en- 
sure that farmers keep on voting for 
the Liberal Democratic Party (accord- 
ing to almost all other commentators). 
The outcome of the 1984 crop year 
could demonstrate that the cost of 
doing either or both these things has 
once again become unacceptable. Qj 








Costly with a K 


ice (kome), along with the National 

Railways (kokutetsu) and the Na- 
tional Health -Insurance Scheme 
(Kenko Hoken), are the "Three Ks" 
which historically have caused the 
biggest drains on Japan's national 
budget. In the case of rice, the deficit 
exists for two reasons. 

One is the 3-4% gap which usually 
exists between the price at which the 
government buys rice from farmers 
and the lower price at which it sells to 
consumers. The rest of the deficit is ac- 
counted for by the cost of collecting 


and storing "free-market" rice which 
the government handles but does not 
actually purchase. 

The deficit hit a peak in 1979 when 
the government estimated its losses at 
¥700 billion (US$2.85 billion) — or at 
more than ¥1 trillion if payments 
to farmers as a reward for not growing 
rice are included. Since 1980, the first 
of the "Three Ks" has cost the govern- 
ment slightly less each year and actual 
spending has always turned out to be 
below budget. This year looks like 
being the first of the decade in which 
costs could, once again, overrun esti- 
mates. CHARLES SMITH 


peceras ooreo) ee 


4 OCTOBER 1984 e FAR EASTERN ECONOMIC REVIEW 
‘ SW 


A huge workshop needs bright, 
spreading light. Precision work needs 
tight, intense light. Operators want 
comfortable light. Management want 
cost-efficient light. Only Philips have 
the wide-ranging expertise that meets 
these lighting demands in full. 

To provide the very high level of 
illumination required for а watch- 
maker' intricate work, Philips develop- 
eda halogen precision light which, with 
the help of an optical system, places a 
tight beam of light exactly where it is 
needed for optimum vision. 

Philips new High Frequency Elec- 
tronic Light marks a major advance in 
the technology of fluorescent lighting. 
A Philips HF Electronic Light system 
installed for the Ford Motor Company 


Bright or бо, е light is right 


is showing a saving on power-costs : 
more than 2096 by giving the same light 
for less watts — while providing flicker 
free ignition, controllable light a 
stable power consumption with 
broad range of temperatures. Весацѕ 
of its remarkable cost-efficiency, this in 
stallation will pay for itself in a 
short time. 

Whatever you need for light 
dustrial, commercial, indoor 
door - you can be sure of реб 
right with Philips. Right for comfort 


And right for cost-efficiency. 
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For more information about 
lighting, write to us on your | 
paper, indicating areas of interest 
Philips International B.V 
Marketing Services Lighting Di 
5600 MD Eindhoven, The Netherla 
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Sure sign of expertise in lighting 
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Thai’s First Class has long been considered one Now breakfast is, too. 
of the best in the air. With freshly squeezed orange juice and fresh 
Things have changed. Now it’s even better. eggs cooked any way you like them, right there on 
Take your seat. Totally new in design, it has the plane. 
improved back support and reclines further. The foot- Caviar is yours for the asking. And what goes 
rest extension is now fully padded. And when extended better with the best caviar than the best champagne, 
the seat is more like a bed than ever before. vintage Dom Perignon, no less. 
Lunch and dinner have always been a gourmet The wine list is equally impressive. Superb 


experience for our First Class passengers. French wines specially selected in that country by Thai. 


ıt what it used to be. 
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In keeping with this new standard of excellence, Class passenger a beautiful, limited 
Thai are introducing elegant new table and glassware edition colour print of one of 
to go with it. six orchid paintings, specially 

Other little luxuries include, smart complimen- ^ commissioned from a well- 
tary toilet kits, more comfortable electronic headsets, known artist. 


and new sleeping shades and comfort socks. Of Royal First Class travel 

course, Thais renowned Royal Orchid Service is as on Thai. 

good as it ever was, nobody could improve on that. A classic example of how 
And as a memento, we give every Royal First to improve on perfection. 


Chace of 
Connaisseurs 


The people who make Asia's big 
decisions relax with a drink and a copy of 
The Far Eastern Economic Review 

In fact, over 80% of Rev ew rea IETS 
















/O 
consume imported liquor. Of these more than $ 
LANMO ~ La an an en r CA AAR че Mew] a+ 
00% nove downed a Scolct wh isl V If) he ASI 
^ m fara ft ~ tA m - = Ф X m حي“‎ bem „чу y, Р " صر جر‎ м, 

WO weeks, опа Naif of nem nave savoured o 


cognac: N re Mer Cle hove enjoyed wine 
and a further 40% pre 21е red gin 

los. JNO If all up, on aver age Our readers 
репа more thon USS4C Jc On IliQuor every 


ry oH Which IS why YOU | | M more man a 
dozen of the world's best-known labels on the 


pages of The Review 
1 A fha FT. \ pm — а Гы EN rvs at ve 3 
When you consider that nearh 
readers поа senior positions in business 


ine DIOIes SIC YS y ( JC ^W JOT 2188 =! T 





ОШ realise we only cater for 
Apr cre 

noose Ihe Review `% 
Because with us. a chat | 
over drinks meons 


FarEastern Economie 





All figures ore from The For Eastern Economic Review Subscribers Stucty 
For further information on advertisers, see our Advertisement Composite 





она helps 
you build your dreams. 


Its hard to imagine a company that makes more products for the 
construction industry than Westinghouse. But there's a lot more to 
building your dreams than products. 

We know that operating and maintaining a building can cost you 
seven times more than building it. And energy is the biggest part of E 
this cost: over one-third. Without lower life-cycle costs, your dreams 6: 
can turn into nightmares. | 

So we've committed our technologies and resources to develop- B 
ing energy-efficient, quality products. Our solid-state elevators can 
save up to 35 percent of energy over comparable systems. And our 
modular escalators can slash energy usage 60 percent. We also engi- [> 
neer energy-saving electrical distribution systems, energy management systems. coe oifica furniture 
systems, and mass transit and people-mover systems. 

In addition, we offer strong planning assistance in the design stage, applications assistance in the 
construction stage, and comprehensive maintenance service for the life of your project. And a depth of 
experience that only comes from decades of successful interaction with owner/developer building teams 

For more information, contact your Westinghouse sales office in Singapore, Tokyo, Hong Kong 
Taipei, Seoul, New Delhi, Manila, or Sydney. 


Youcan be sure... if it's Westinghouse Ww) 











The Oriental, Bangkok. 


Something to write home 
about since 1876. 


Joseph Conrad, Noel Coward, Somerset 7 
Maugham. These names spring most readily 
to mind when thinking of The 
Oriental's litany of literary- 
minded guests. 

























Our most flattering 
write-up however, appeared 
not in a work of fiction, but 
in the authoritative pages of 
the "Institutional Investor", 
which asked a hundred 
prominent interna- 
tional bankers to „_ 


nominate i 
the р 
world’s ocn 
best hotel. — 
They chose = 


The Oriental and have continued 
to do so for the last three years. 


From The Oriental, you’re 5 minutes 
from downtown. And mere seconds from sailing 
across the River of Kings to dine on Thai cuisine and 
feast your eyes on a classical dance performance. . . or to 
our health centre and sports complex. 


Within our gardens 
are two swimming pools, 
and within our hotel, both 
the renowned Normandie 
and Lord Jim's seafood 


restaurant. 


True, we offer only 
400 rooms. But you will 
enjoy the distinct advantage 


of a devoted staff of 1000. 


The Oriental, Bangkok. 


A member of Mandarin Internationa! Hotels. 


Hong Kong: The Mandarin, The Excelsior, The Royal Garden. Macau: The Excelsior. Bangkok: The Oriental, The Royal Orchid. 
Manila: The Mandarin. Jakarta: The Mandarin. Vancouver: The Mandarin. Singapore: The Oriental (1985), Kuala Lumpur: The Oriental (1986). 
For reservations, call The“Jeading“Hotels of the*World or your travel agent. 
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SIA is challenged by two regional airlines for failing to 
apply the ‘free-trade’ principles it claims to live by 


By Lincoln Kaye in Singapore 
0 n his latest swing through Washing- 
ton in mid-September to campaign 
for more trans-Pacific routes, Singa- 
pore Airlines (SIA) chairman J. Y. Pil- 
lay ascribed the success of his largely 
government-owned company to the 
same traits that have made for the 
overall economic vigour of this boom- 
ing city state such as “strict adherence 
to the rule of law ... a commitment to 
the principles of a free economy . . . 
[and] a determination [to] pay its own 
way.” 

This gospel has served SIA well since 
1972, when the then Malaysia-Singa- 
pore Airways split into SIA and Ma- 
laysian Airline System (MAS) in the 
aftermath of Singapore's. indepen- 
dence. During the airline industry's 
boom of the 1970s, brisk expansion of 
SIA's route network brought capacity 
and revenue growth averaging nearly 
30% a year. 

Now that times are lean for the in- 
dustry worldwide, SIA can still turn in 
growth figures in the neighbourhood 
of 15% without even changing its slo- 
gans. It simply relies on what Pillay 
terms the “cut and thrust” of unfet- 
tered competition to defend its now- 
established Asian market niche. 

But the rhetoric seems to be wearing 
thin in industry circles. SIA has come 
under fire this year for allegedly lop- 
sided routing agreements with carriers 
as diverse as Alitalia and Air Lanka. A 
quest for more trans-Pacific routes is 
now into its second year with no sign of 
a breakthrough on the United States' 
side. 

Addressing a meeting in Washington 
in September, Pillay complained that 
the US has not lived up to a 1979 bilat- 
eral accord. That agreement gives both 
countries the right to increase their 
trans-Pacific flights. Pillay said the 
US refusal to allow SIA to increase its 
service was "incomprehensible" and 
that Singapore has been “disil- 
lusioned” by the US failure to live up 
to its philosophy of deregulation. And 
on a third front, the Australian flag 
carrier, Quantas, threatens a fare war 
on tickets originating in Singapore, 
putting SIA in the uneasy position of 
having to defend its home-base price- 
fixing cartel. 

The Singapore flag carrier now 
finds its reputation so challenged that 
it has converted its soft-sell, con- 
sumer-oriented public-relations de- 
partment into a facts-and-figures 
“public affairs” unit designed to field 
industry flak. Most of that flak in re- 
cent times has been coming from an 
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embarassing quarter — Air Lanka, an 
airline whose operating environment 
and business approach has much in 
common with that of SIA, its erstwhile 
mentor. 

The Sri Lankan flag carrier's main 
asset, like SIA’s, is the strategic loca- 
tion of its home base, in the middle of a 
populous passenger catchment area 
and astride the major airways linking 
Asia and Australia with Europe, Af- 
rica and the Middle East. Both islands 
are ideally positioned to capitalise on 
the implicit “sixth freedom” in bilat- 
eral air pacts — an airline's right to 
pick up passengers in one country and 
route them through its home base to a 
third-country destination. 

Since its formation late in 1979, Air 
Lanka has been quick to cash in on 
these advantages with an expanding 





route network, a growing fleet, a high 
standard of cabin service and competi- 
tive pricing — all methods which were 
familiar to the handful of managers 
and operational personnel seconded by 
SIA to its protege. Even in the bearish 
1980s, this aggressive strategy has paid 
off: Air Lanka has made impressive in- 
roads in the migrant worker traffic be- 
tween the Subcontinent and the Mid- 
dle East, and in the Europe-Asia 
budget-travel market. 


A its westward business burgeoned, 
Air Lanka chafed under the provi- 
sions of the air pact concluded between 
Colombo and Singapore in 1979, short- 
ly before Air Lanka made its corporate 
debut. The agreement accords liberal 
reciprocal routing and traffic rights. 
The only restrictions were the 
“blinding,” or denial of onward traffic 
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picking up Colombo passengers 
for Bombay and Madras, as well as 
Bahrain, Dhahran and Muscat in thi 
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Middle East. In return, Sri Lanka re- 
linquished traffic rights from S l1gà- 
ore to Tokyo, Manila, Jakarta, Honge- 


$t and Seoul. 
A 


most as soon as the pact was Com 4 
cluded, it became a burden for thenew _ 
airline. Not only did the Sri La kan | 


negotiators seriously underrate 


flag carrier's growth potential, they- 


also misjudged the direction of that ( X= 
pansion. The agreement offered Air 


Lanka no protection from SIA compet- — 


ition on European routes, 
Two of the three "blinded" dle 
Eastern destinations were relatively 
minor, while the five East Asian see 
tors Air Lanka had conceded to SI 
were all highly profitable. The trade- 
off envisioned for these concession 
was access to Australia and New геа 
land: Singapore's concession of transit 
rights to these destinations, however, 
has turned out to be useless to Ай 
Lanka as it has been unable to secure 
landing rights Down Under. : 
While the agreement was still in th E: 
form of an unratified memorandum of 
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understanding, Sri Lanka woke up to _ 


its disadvantaged position. It lec 
the Singaporeans back to the bargains 
ing table once in 1981, twice in 1982 


and twice so far this year. None of 


these meetings succeeded in modifying — 
the 1979 terms. Meanwhile, Air ka 

began changing the pact unilatera ^3 
setting quotas on SIA's carriage of pas- Yi 


sengers from Colombo to Abu Dhabi © 


and Dubai, “blinding” its sectors 10 


Rome, Frankfurt and London, and re- — 


ducing its number of services to- 


Amsterdam, Paris and Zurich. -$ 


SIA submitted to these restricti 


according to a position paper it pre= 


pared on the subject, since it “recog- _ 
reviously there was a re» | 
venue imbalance in its favour." But the - 

Singapore carrier balked and talks - 


a 


nised that 


broke down in August after Air 
proposed to eliminate SIA service from 


Colombo to Copenhagen, Abu Dhabi _ 
and Dubai, as well as further reducing — 


its flights to Amsterdam, while at th 
same time demanding for itself t 





rights through Singapore to Tokyoand _ Ў 


other currently “blinded” East Asian 
destinations. 

Then the shadow-boxing began: Air 
Lanka threatened to revert to the last 


ratified air pact between the two coun- _ 
tries, dating back to 1972. SIA retorted 


that the 1979 memorandum was bind- 
ing, even if unratified, and it would 


sooner bypass Colombo altogether  -— 


than accept further curtailments. Air 
Lanka concluded an air pact with 


MAS, giving it access via Kuala Lum- 


pur to Tokyo. SIA, for its рагі, let it bê — 


known that it could as readily service 
Europe and the Middle East through 
Karachi and Maldives. 

Underlying all this bluster were 
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Poor little rich airline 


MAS is awash with profits, but finds its ambitious expansion 
plans still being thwarted by Britain and Japan 


‘some basic sums. SIA draws the line on 


any further concessions, according to 


— an article in the September issue of its 


house journal, Outlook, since Air 
Lanka has by now "achieved equal 
benefits . . . in terms of actual carriage 
of passengers and earnings." 

Some industry observers were less 
convinced SIA had all the numbers on 
its side. For one thing, the passenger 
and revenue tallies it gave for Air 
Lanka were very rough estimates, 
based on averages taken over relative- 
ly small nine-flight samplings on 
routes where traffic is notoriously vol- 
atile. Then, too, whatever the past and 
present traffic on these routes, future 
revenues are what bilateral airline 
pacts are all about. 

For all the Singaporean protests that 
Air Lanka is out to choke off competi- 
tion on the European and Middle East- 
ern routes, many observers feel the real 
stumbling block in the negotiations is 
SIA's fear of competition from its pro- 
tege in its East Asian backyard. 


IA is not the only carrier to feel un- 
easy at Air Lanka's alacrity in par- 


laying routing and traffic rights into 
` market share. Qantas continues to de- 
- lay entering into a pact with Colombo 
- on the grounds that traffic between the 
_ two countries is insufficient to warrant 
_ it. The Australian carrier's real objec- 


tion, though, is widely felt to be Air 


— Lanka’s potential inroads into the 
| Australia-to-Europe traffic. In fact 


Qantas has already had a brush with 
one Asian airline — none other than 


SIA — to which it had extended sixth 


freedom rights in exchange for a vital 
fifth freedom link: the right to pick up 
passengers at intermediate stops out- 
side the airline's own territory. 

The trouble began when the Can- 
berra government's cartel-busting 
Trade Practices Commission got 


around to moving on the Australian 
arm of the Yield Improvement Pro- 
gramme (YIP), a fare-fixing arrange- 
—ment between airlines in the western 
— Pacific region. Qantas hurried to dra- 
-goon regional carriers into an informal 


understanding on prices to supplant 
the officially barred YIP, but by early 
August defections had begun, led by 
Japan Air Lines and MAS. It was 
Singapore's undercutting of the 
guideline fares, however, that really 


stung, in light of SIA's 10 scheduled 


weekly services out of Australia. 
In retaliation, Qantas has with- 
drawn from the Singapore YIP, 


- launching an ostensible fare war in 


what Pillay has termed the “turnstile 
of the region.’ 

Qantas’ Asian regional director 
Peter Barnes voices his hope that the 
unravelling of the YIP will be only 
temporary. And SIA deputy chairman 
Lim Chin Beng volunteers that, given a 
choice between its free-market princi- 
ples and the maintenance of a cartel, 
the Singapore carrier would happily 
sacrifice the YIP. 


By James Clad in Kuala Lumpur 


[уре recent setbacks to plans to 
extend its services to London and 
Tokyo, the Malaysian Airline System 
(MAS) has released a 1983-84 annual 
report showing its highest-ever after- 
tax profits — M$94.84 million 
(US$40.53 million) — a 10-fold in- 
crease on those of the previous year. 
The figures are doubly pleasing in that 
the 12-year-old airline also has re- 
duced gearing and operating costs 
sharply while pulling in more revenue. 
The results also have implications for 
the government's plans to privatise the 
airline (REVIEW, 27 Sept); at present 
the Malaysian Finance Ministry owns 
100% of the company. 

"The main contributory factor [to 
the airline's profitability] was the re- 


duction in costs largely due to the re- 
duction in finance charges, fuel and 


other operational costs," MAS chair- 
man Raja Tan Sri Mohar Badiozaman 
said in the report released on 20 Sep- 
tember. MAS debt-servicing costs fell 
23.6%, and the accounts show unse- 
cured:term loans and overdrafts drop- 
ping 30% to M$139.6 million. Mean- 
while, the airline paid 16.8% less for 
fuel, one of the largest single operating 
costs. 

Overall, expenditure fell 2.7% from 
the 1982-83 level while revenue 
climbed 4.5% from M$1.18 billion in 
the last financial year to M$1.24 billion 
— a result reflecting à "moderate" 
4.3% increase in passenger numbers 
(to 5.2 million) and a 14.9% boost in 
cargo volume over the previous period. 
The 5.9% increase in. passenger re- 
venue to M$939.6 million was even 
faster than the rise in passenger num- 
bers. Of the revenue components, only 
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charter services (M$61.5 million) re- 
gistered a decline, 12%, from the pre- 
vious year. 

MAS continued to increase passen- 
ger capacity through increased jet ser- 
vices. The airline has added new joint 
operations (with. both Thai Interna- 
tional and Singapore Airlines) to in- 
crease flight frequency to Penang, 
Kuala Lumpur and, Kuantan from 
Bangkok and Singapore. Its fleet con- 
sists of 34 aircraft, including two Boe- 
ing 747s, three DC-10s, four A300s and 
10 Boeing. 737s. 

The annual returns,have more than 
passing interest, for two reasons. First, 
the government is proceeding with 
plans to “privatise” the airline, proba- 
bly by the end of 1985. A merchant 
bank, Malaysian International Mer- 
chant,Bankers, is: now. consulting on 
the sale of the airline, whose present 
paid-up capital of M$70 million will be 
increased to a point where the govern- 
ment's holding will drop to between 
30-40%. Included in the bankers’ brief 
is consideration of the future tax posi- 
tion of the airline. In 1984-85, for 
example, group pre-tax profits of 
M$98.8. million are subject to only 
M$3.3 million in tax, allowing MAS to 
build up its reserves by M$65 million to 
M$150 million. 

The second issue overhanging the 
airline is its frustrated expansion 
drive. In the annual report, Mohar said 
he expected continuing profitability in 
1984-85, but cited “over-capacity and 
competition" on. the main interna- 
tional routes as putting "adverse pres- 
sure on yield." He also referred to the 
"protectionist attitude" of countries to 
which MAS is keen to expand its ser- 
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vices as likely to “hamper the growth 
of the airline.” 

He was referring to Japanese and 
British refusals to accept additional 
MAS services to their countries. MAS 
operates four flights a week.to London 
and wants to add another. MAS man- 
aging director Datuk Abdul Aziz com- 
plains that the inability to add another 
flight is costing the airline M$89 mil- 
lion a year in lost revenue. MAS rec- 
kons there are potentially another 
20,000 passengers who could be at- 
tracted to its London services if the 
extra flight was added. 

The REVIEW understands that after 
two rounds of deadlocked talks, the 
British authorities remain unwilling to 
accept some of the MAS documenta- 
tion for its application. The number of 
arriving MAS passengers in London 
(MAS says it attained a 70.7% load fac- 
tor from April to September 1983) and 
their original places of embarkation 
are especially contentious. 


c riction with Japan has arisen over a 
different issue. At present, MAS 
does not fly to the United States, nor does 
a US airlinefly to Kuala Lumpur. MAS 
has proposed booking a number of 
seats on Northwest Orient Airlines 
(which now flies only as far as Tokyo) 
and onwards to Kuala Lumpur on 
MAS. The service would be promoted 
as a joint MAS/Northwest operation, 
giving MAS a presence in the US. 

On 24 August, Prime Minister Datuk 
Seri Mahathir Mohamad received a 
letter from his Japanese counterpart 
Yasuhiro Nakasone turning down the 
proposal. The Japanese decision was 
taken at prime ministerial, not cabinet, 
level. All that Nakasone offered was 
Japan's willingness to help MAS run 
its own service to the US via Tokyo 
an offer diplomatic sources see more as 
a concession than the Malaysian Gov- 
ernment, publicly at least, is willing to 
acknowledge. The immediate problem 
facing such an enterprise is a lack of 
suitable aircraft, but reliable sources 
told the REVIEW that Japan may be 
willing to finance the leasing by MAS 
of long-range aircraft and to assist in 
MAS' negotiation of landing rights in 
the US. 

"Thelatest accounts show MAS is all 
dressed up but has nowhere to go,” an 
industry source told the REVIEW, “The 
airline is ready for further expansion, 
but feels frustrated by its inability to 
open the door wider either East 
[Tokyo] or West [London]." To some 
extent, the company may be guilty of 
undue expectations, especially in its 
attempts to entice the British and Ja- 
panese to agree to market-encroaching 
new services outside the ambit of cur- 
rent air-services agreements. But 
angry government reaction to refusals 
by Tokyo and London show that air 
services — and the fortunes of MAS — 
have become very much an integral 
part of Malaysia's bilateral relation- 
ships with its old and new mentors. p 
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Foreign trade is another field in which our 
clients are taking increasing advantage of 
Credit Suisse expertise and special 

services. Our letter of credit business, for 
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example, has grown by about 10096since198] 8 >$ : 
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Your Bank 
for Foreign Business — 


Credit Suisse. 


In its Incredibly Swiss way, 
Credit Suisse has helped 
Switzerland, which is small and 
devoid of raw materials, to 
become an important centre of 
world trade and finance. 

Credit Suisse has been 
promoting the flow of goods and 
services for a full 125 years. 

Its recipe for success includes a 
dynamic worldwide organization, 
a dense network of correspond- 
ents, a highly-qualified, linguisti- 
cally talented staff and a full 
complement of services including 
export financing, letters of credit, 
collections against documents, 
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bank guarantees and forfaiting 

Our teams of specialists 
are adept at finding individualized, 
innovative ways of handling 
each new problem with precision. 
They could be of benefit to you, 
too, 

Many thousands of satisfied 
customers from a wide range о] 
countries rely on Credit Suisse 
experience in this and other fields. 
Why not you? 
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Brunei Shell Petroleum sees both continuing production 
and more local staff in a steady-as-she-goes future 


By A Correspondent in Bandar Seri Begawan 


runei's oil reserves will last “well 

into the 21st century," according 
to the outgoing managing director of 
Brunei Shell Petroleum (BSP), Peter 
Everett, who sees no government pres- 
sure for changes in the 50:50 partner- 
ship with the Royal Dutch Shell 
Group. 

Everett, 53, stepped down in Sep- 
tember after five years as managing di- 
rector to become managing director of 
UK Shell Exploration and Develop- 
ment. His successor, Nico van Dijk, 48, 
the first Dutchman in the top job, had 
come from Nigeria where he was de- 
puty managing director for Shell. 

Brunei depends for its economic sur- 
vival on its oil and gas, which account 
for 98% of its export income. For the 
200,000 inhabitants of the sultanate it 
means a comprehensive social-welfare 
state similar to Qatar and Kuwait: free 
schooling and medical services, no 
income tax, government-subsidised 
flights for the Muslim faithful to 
Mecca, foreign reserves of US$14 bil- 
lion, and an annual average per-capita 
income of US$22,000. 

Some 86% of revenue generated by 
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oil is estimated to remain in Brunei, 
and 80% of revenue from Brunei 
Liquefied Natural Gas, a three-way 
partnership of the Shell Group, the 
Brunei Government and Mitsubishi 
Corp., which buys the entire output. 

In Everett's years as managing di- 
rector, Brunei Shell's oil output has 
been adjusted downwards in response 
to static world oil prices and consump- 
tion from a high of 250,000 barrels a 
day (b/d) in 1979 to 175,000 b/d. Com- 
pany policy is to level out at 150,000 
b/d by 1988. The chances of finding 
another major offshore oil field on 
Brunei's continental shelf are, Everett 
believes, remote. But he estimates that 
an amount equal to what has been ex- 
tracted since operations began in 1929 
— 1.5 billion barrels — remains in the 
fields already in operation. 

The government, which shed the last 
vestige of protectorate status from Bri- 
tain on 1 January, shows no sign of 
wanting to take over the oil industry. 
“All indications are that the govern- 
ment is perfectly happy with the 50:50 
arrangement and also with the income 
it's getting out of it," says Everett. 


Revolving-door policy 


The firing of Thailand's central bank governor is the latest 
in a series of departures of experienced monetary hands 


By Paisal Sricharatchanya in Bangkok 


he sacking of Thailand's central 

bank governor Nukul Prachuab- 
moh (REVIEW, 27 Sept.) highlights a 
trend at the Ministry of Finance (MoF) 
that has seen, in recent years, the de- 
parture of several senior and well-re- 
spected administrators as a result of 
political pressure. 

While their departures have had no 
visible impact on the ministry's func- 
tioning, the lossis serious when viewed 
in the context of the contributions they 
could have made to the country's eco- 
nomic management. Nukul, for in- 
stance, is 55, which means he would 
have had five more vears before retire- 
ment under normal circumstances. He 
has been in government service for 30 
years, mostly in the MoF where he was 
the director-general of three depart- 
ments. 

Finance Minister Sommai Hoon- 
trakul, who dismissed Nukul on 11 
September, is. blamed by many 


analvsts for causing the resignation 
earlier this year of Charnchai Leeth- 
avorn, a respected bureaucrat who 
spent about 30 years with the MoF. 
Charnchai held various senior posi- 
tions, including the directorships of 
the excise, revenue and customs de- 
partments, before his 1977 promotion 
to under-secretary, the ministry's 
highest civil service position. In 1982 
Sommai ordered him transferred to 
secretary-general of the Board of In- 
vestment (Bol). 

Sommai has let it be known that he 
prefers senior officials to rotate jobs 
after about four years. This was proba- 
bly the main reason for Charnchai's 
transfer, since there appeared to be no 
policy conflict between the two. But it 
is no secret that Charnchai was un- 
happy with the move. Compared to the 
MoF, which has charge of fiscal 
policies and looks after the national 
coffers, Bol is a relatively insignificant 





The one area where BSP is under 
pressure is in the localisation of top 
staff. Of BSP's 4,500 employees, half 
are Bruneian citizens, but among the 
1,000 senior management positions 
only 140 are held by Bruneians, of 
whom half are non-Malays, mainly 
Chinese. The company is being pushed 
to raise the proportion of bumiputra 
(indigenous, mainly Malay) managers. 
Nothing of a new BSP policy towards 
its Chinese non-citizen employees has 
been put on paper but it has filtered 
through by word of mouth. 

Of the 60,000 Chinese in Brunei, an 
estimated 10% are citizens. The bal- 


agency and the change could have been 
construed as a demotion. Charnchai 
resigned from Bol early this vear to be- 
come chairman of Asia Credit, 
Bangkok's largest finance company, 
and was recently appointed to the 
Bangkok Bank board. 

Two other senior finance hands had 
earlier left government service as a re- 
sult of political pressure. Amnuay Vir- 
avan was dismissed as MoF under-sec- 
retary in 1977 by the extreme rightist 
regime of Tanin Kraivixien on a 
number of grounds, including the al- 
leged mishandling of an import-tax 
case involving the Siam Kraft Co. 

A subsequent investigation by the 
Civil Service Commission, conducted 
at Amnuay’s request, cleared him and 
ordered his reinstatement, but he 
chose not to return to the bureaucracy. 
Instead, he became finance minister in 
1980 in Prime Minister Prem Tin- 
sulanond's first coalition government. 
He then joined the Bangkok Bank and 
is now chairman of the bank's execu- 
tive board. 


he other important public-sector 
loss was in late 1981, when Phaichitr 
Uathawikul resigned as deputy fi- 
nance minister following the political 
storm sparked off by two devaluations 
of the baht totalling nearly 10% earlier 
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ance held passports as British-pro- 


tected persons until Brunei's indepen- 
dence, and are now stateless perma- 
nent residents. They cannot hold pub- 
lic office or own land and require spe- 
cial travel documents to go abroad. 
Early in September, Sultan Sir Muda 
Hassanal Bolkiah told the -Chinese 
Chamber of Commerce at its annual 
dinner that eligibility for citizenship 
would henceforth involve 25 years of 
continuous residence over 30 years, 
compared with 20 years in 25 previ- 
ously. And they will continue to face a 
daunting test in the Malay language, 
which involves identifying obscure 
jungle plants, for example, which few 
bumiputra themselves could name in 
their mother tongue. 

Some BSP management staff pri- 
vately complain that a freeze on pro- 
motion of its Chinese employees is al- 
ready sapping motivation, and that 
output and efficiency are suffering as a 
result. BSP insists it does all it can to 
redress the imbalance. It has a policy of 
recruiting 25 graduates of the Higher 
National Diploma each year, sponsor- 
ing them through tertiary training and 
from there into management training 
positions. 

It claims that its pay package and 
benefits are roughly on a par with what 
the Brunei public service offers but 
this year it was able to fill only half the 
sponsored positions, That is the kind of 
quandary a large foreign company 
faces in the "Shellfare state," the 
country where everyone has every- 
thing. п 


that year. Although the devaluations 
were decided upon jointly with Som- 
mai and the central bank, Phaichitr 
was the main target of criticism, large- 
ly because of his outspoken defence of 
the parity change. He has since been 
with the World Bank. 

Nukul highlighted these dismissals 
and departures in his farewell state- 
ment on 12 September. He said in part: 
“One important national resource that 
is in short supply, particularly in the 
public sector, is qualified, honest, de- 
cisive and responsible administrators. 
The stock of these people has been 
dwindling in the MoF. It takes a long 
time to build up [experience and clout 
in] these people. I hope responsible 
politicians will think about this prob- 
lem seriously since it happens ata time 
when the private sector is becoming in- 
creasingly stronger.” 

Amnuay echoed similar sentiments 
in an interview. “Managerial skills are 
scarce. At a time when the government 
is expanding its role in various fronts, 
it is necessary to have qualified mana- 
gers to take charge of new projects and 
programmes. |The departure of Nukul| 
is not likely to be the last case; there 
will probably be more in the future. 
The problem is how much significance 
will politicians attach to the issue,” he 


said. п 


FAR EASTERN ECONOMIC REVIEW ө 4 OCTOBER 1984 








There's more to cargo handling 


These days, the ‘strings’ that unload the 
containers are most likely strung beneath our 
four gantry cranes. They’re the last word in 
container handling hardware and part of the 
reason why, at Port Rashid, we consistently 
achieve such rapid turnaround times. Of course, 
without the necessary support equipment and 
the requisite expertise, we'd still be at container 
one. But with our straddle carriers, ro-ro tractors, 
terminal tractors and a full complement of 
forklifts - plus some of the most experienced and 
skilful operators in the business - discharge rates 
of 78 containers per hour utilising two cranes are 
quite within our compass. 

Cargo computerisation 

Complementing the hardware, Port Rashid's 
progressive computerisation has resulted in the 
simplest and most streamlined documentation 
system in the world. A printout detailing every 
container loaded onto a vessel is available within 
24 hours of sailing and shipping agents are 
supplied with regular printouts showing the 
status of their containers in the port. 

Naturally, our capability isn't confined only 
to containers. General cargo receives the same 
efficient attention and our warehousing is 
extensive in both capacity and mode of storage 
including duty-free. 

Ports and people 

Port management is a very people-oriented 
business and dedicated to maintaining Port 
Rashid's position as the busiest port in the Gulf 
is a highly experienced management team 
controlling a skilled workforce. Sophisticated 
management techniques ensure that the port 
operates at peak efficiency and a pre-booking 
system guarantees that all necessary ground 
equipment is available when the ship arrives. 
Quick turnarounds mean that consignees get 
their goods fast and shipowners don’t suffer the 
economic consequences of having their vessels 
delayed. 


than just pulling strings. 


Why you should ship Port Rashid 
Dubai is located on the Northwest coast of 

the United Arab Emirates. A major port of call 
for over six centuries, it has become the most 
important trading centre of the Federation. Port 
Rashid is at Dubai’s doorstep, her gateway to 
the world and a port served by around fifty 
shipping lines bringing in goods from all over the 
world. There are modern road networks 
connecting with the major commercial centres of 
the Middle East and reliable relay services to 
other ports on the Arabian Gulf and neighbouring 
countries, 


Port Rashid offers facilities that generally 
exceed international standards for the loading 
and discharge of vessels and a full range of 
services is available including quayside fresh 
water, bunkering, ship repair and chandlering, 
container repair, 24-hour pilotage and crew 
changing facilities. 


More comprehensive information is available 
directly from Port Rashid Authority. Write to 
P.O. Box 2149 Dubai, United Arab Emirates. 
Telephone 451 545. Telex 47530 PRA ЕМ. 





Port Rashid. Dubai. 
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ny people have said of. 
asian Labour prime mini: 
roved the difference in style in 
idling of New Zealand's "na- 












inoeuvre at his summit on 12- 
ber as Hawke did... . 













gan, "Bringing New. Zealand to- 
— and moves since the.elec- 









et, have either been or appeared 
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e first week of the election cam- 
in in June after MP Eddie Isbey let 
ip to a reporter. Hawke held his 
tit to win employer agreement to 
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Manggi Habir in Jakarta | 
esia's money market is continu- 
J view the rupiah as overvalued, 
e its recent rapid drop in value 
is now stabilised at about 
,058:US$1 — and Finance Minis- 
dius Prawiro's assurance that 
irrency will not be devalued. Asa 
the rush into US dollars, which 
ified last month, has yet to be re- 
1: But the massive switch into US 

has resulted in a tight rupiah 
ket, pushing interest rates on com- 
al time deposits and loans to 
current high of 30-34%. (Because 
; Indonesia, the central bank, is 
























end up with the bank and out 
ation.) A 

Bank Indonesia's efforts to 
the shortage by loosening up re- 
rements for access to its rupiah dis- 
nt facilities have been ineffective 
with a large part of the rupiah with- 


















nto US dollars. Even if Jakarta wants. 
adjust the value of the rupiah, the 
Sing political temperature stemming 






o elicit economic consensus 
n James in Wellington 
Lange is not Bob Hawke, 


isters: 


p ee 


of the New Zealand Labour 
selection campaign — including | 


rticularly in freeing the money : 


in idea which became policy only | 





najor.source of dollars, converted 


drawn ultimately finding their. way | 


| Rps 1,014:USS$E from Rps 1,000 in 





his “accord” with the unions over eco- 
nomic policy and. wages in particular. 
But before the New Zealand election 
there was little indication that Lange, 
‚Ог any of his senior MPs (now minis- 


-|.ters) knew what they wanted from the 
-i summit, other than some vague notion 


-|wf a "consensus" about the real state of 
the economy and the need for painful 
measures to achieve recovery. 
` Indeed the brief for the conference 
was essentially written by Ron Trotter, 
‘chairman of New Zealand's second 
largest. corporation, Fletcher Chal- 
lenge, who was appointed chairman of 
| the conference’s steering committee. 
Trotter went to Australia within days 
iof the 14 July election to study the Aus- 
tralian experience, then patiently per- 
-suaded New Zealand. business, union 
.and social group leaders to take it seri- 
ously. Trotter's standing in the com- 
munity as a top businessman with a 
strong leavening of liberalism (he 
marched in opposition to the tour of 

































ipiah remains under pressure and domestic interest rates 
ite the government's stand against devaluation - 


from the riots in. Jakarta's Tan- 

jungpriok port area is expected to 

work against these moves. As a result, 
high rupiah interest rates might be 
morethanjusttemporary. - 

Whereas last year's 27.6% rupiah 
devaluation was largely a result of a 
US$5 drop in Opec oil prices, which 

put considerable pressure on the gov- 
ernment's budget and the country's 
balance of payments, this year's down- 
ward pressure on the currency is large- 
ly a function of the strengthening US 
dollar. Bankers note that between 
March and August the rüpiah depre- 
ciated by only 6.7% against the dollar, 
while the Deutschemark and the guild- 
er dropped by more than 2095. 
` Actually, Bank Indonesia — follow- 
ing the strengthening of the US dollar 
— had begun depreciating the rupiah 
‘early this year. But this was done 
| gradually, suggesting that if the US 
dollar stabilised later in the year the 
rupiah could then catch up. By the 
епа of June the rupiah' dropped to 
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| ation, ireeing. ofp- m- 
terest rates, commitment to. trade 
liberalisation (which .enthused the 
business..community) a long-term 
wage-fixing agreement with employ- 
ers and unions which restores wage 
bargaining under loose central guid- 
ance, publication of reviews of the 
economy. by the Treasury and the Re- 
serve Bank and their recommenda- 
tions for recovery measures, as well as 
some small improvement in social- 
welfare payments. | | 
These themes pervaded the summit. 
The membership was much wider than 
that at the Australian summit, includ- 
ing many representatives of. low- 
income groupings and. social-welfare 
agencies. Nearly. one-third of the par- 
ticipants were unionists, including at 
least four communists (which. pro- 
voked an outcry from the opposition 
National Party which insisted that 
communists should. not sit in the par- 
 liamentary chamber where the summit 
was held). The. point was forcefully 
made that the government's forward 
economic strategy should provide for 
support for the low-paid and welfare 
beneficiaries. The. business sector was 
thereby locked into agreeing — іп the 
words of the communique endorsed by 

























March. But after June the dollar con- 
tinued to strengthen and the rupiah 
was pressed to make up for lost time. In 
July and August the rupiah dropped 
sharply, reaching Rps 1.047:US$1 by 
the end of August. | | 

It was.during these months that the 
move into dollars became noticeable. 
Rising US dollar interest rates also 
contributed towards this trend. It was 
not long before the rupiah markets 
started to tighten up. By the second 
week of September, the rupiah drop- 
ped further to Rps 1,060, intensifying 
the rush into dollars and the scarcity of 
the rupiah. Overnight inter-bank 
rupiah. rates, which provide a. good 
measure of the rupiah's tightness, 
| skyrocketed to 85% at one point. 

The business sector at this point was 
managing its rupiah very tightly and 
converting any excess rupiah into dol- 
lars. Some banks even stopped making 
new rupiah loans. Others, however, 
were more subtle and raised their in- 
terest rates on new rupiah drawdowns 
to more than 50%. Corporate borrow- 
ers rolling over their rupiah debt were 
charged around 33-34% — up from the 






























“there i is an unaceept- 
able level of poverty.” 

For their part the 
unions, hitherto pro- © 
tectionist, were locked 
into agreement that ~ 
the high ‘internal 
budget deficit. was a 
significant contributor 
to inflation and that 
future fiscal, monetary 
and exchange-rate 
policies should “allow’ 
future investment to 
flow into sectors and 
industries where: iti is used most effec- 
tively.” | 


he communique also sought accept- 

ance of new technology, greater 
efficiency and a' more internationally 
competitive economy, following a 
statement the prévious week by Trade 
and Industry Minister David Caygill 
that “some manufacturing operations, 
which have become firmly established, 
cannot have a permanent place because 
they are not internationally competi- 
tive." One Кеу- leftwing’ unionist 
acknowledged privately at the end of 
the summit that: the price for the 
unions of being consulted on economic 
policy was probably that they would 
have to give grourid on protectionism. 


Bank Indonesia to keep their interest 
rates on rupiah loans and deposits at 
their former 18-20% and 16%, respec- 
tively. This restriction, however, did 
not apply to short-term rupiah place- 
ments in the inter-bank market where 
the state banks are the major rupiah 
suppliers. But when rates passed 50% 
in the inter-bank market, the state 
banks became selective in placing their 
rupiah funds — wary about the receiv- 
ing banks' ability to pay. Small, pri- 
vate national banks suffered the most, 
but thanks to Bank Indonesia's rupiah 
discount facility, which was put to the 
test after its establishment early this 
year (REVIEW, 2 Feb.), these banks sur- 
vived. 


р“ the attractive rates, banks 
have been reluctant to go to the 
discount facility because of theirsigni- 
ficant US dollar positions, which they 
are reluctant to liquidate — something 
the central bank would insist on. But 
when inter-bank rates went up to 85% 

on 7 September, Bank Indonesia no 
longer asked questions and allowed 
the banks access to the discount facil- 
ity, sources say. 

Now, inter-bank rates have settled 
to around 50%, while the depreciating 
trend of the rupiah has been reversed 
slightly. However, though interest 
rates on loans and deposits remain 
high, some question the effectiveness 
of Bank Indonesia's discount facility 
without any corresponding changes in 
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nomic growth, full employment, price 


_ | Xtaged "to carry most of 
. the adjustment costs 


(anticipating tax 
changes in the 8 
November budget), a 
more equitable and di- 
verse society, with a 
more prominent role 
for Maoris and other 
minority groups and 
women, and adequate 
housing, education, 
health and welfare. 
Five economic objec- 
tives were spelled out: sustainable eco- 





stability, external balance and an 
equitable distribution of income. 
"Platitudes and cliches,” was the de- 
scription of former prime minister and 
finance minister Sir Robert Muldoon. 
But those at the summit generated a 
surprising amount' of goodwill and 
there was a widespread belief among 
even hard-bitten participants that 
thev had evolved something worth- 
while. Summit participants sprang to 
their feet in spontaneous applause at 
Lange's closing speech calling for “an 
efficient economy, but one which is 
fundamentally just" and many after- 
wards called it a brilliant encapsula- 
tion of the feeling at the summit. 
Lange already had generated a great 








5 FES кй, is ACE E ng sector los | г: " 4 
the “relatively caver types. A 
how the government should manage _ 

it did achieve — 


The summit did not spell out 


the economy, but 


Lange's less-precise stated aims: en- ___ 
couragement of discussion; unity and - 
cooperation; greater understanding FS ч 
the economic problems, and “a come 
mitment to assist and cooperate" in рез | 
covery. Lange's task now is to main- 


tain the spirit of the summit 
Meanwhile, New Zealand is in the 


market for three categories of loans for 
billion: short-term 


a total of US$1.5 
notes of three to six months; SAO 
term bank loans at rates determined: by. 


competitive bidding, and a seven-year — 


medium-term bank loan back-up 


facility at a margin over the Lond 
inter-bank offered rate. The lead man- 
ager is Citicorp along with Lloyds and _ 


the Bank of Tokyo. First announced 


about a month ago, the loan eR - 


and. 


borrowing. The essence of the Ps 


includes US$1.25 billion to repay ro 
over facilities from  Citicorp 
Lloyds plus US$250 million of 


is that short-term notes will be 
and short-term bank loans lent to bid- 


ding banks when those rates are more 
advantageous than the back-up-faeil- 


ity rate and vice versa. This option was 


being looked at before the recent elec- 
tion and was approved by Finance 
Minister Roger Douglas when he came 


into office. 


» UNIVERSITY OF SOUTHERN CALIFORNIA 

4 i INTERNATIONAL BUSINESS EDUCATION AND 
RESEARCH (IBEAR) PROGRAM. 
—Twelve-month MBA Program for International Managers— 


An intensive MBA program emphasizing international business decision-making. Applicants 
must have an undergraduate degree and work experience. Company or government agency 
sponsorship strongly preferred. IBEAR administrators and the Dean of the Graduate School 
of Business Administration will be in Asia from mid-October to mid- November to discuss the 
program with interested organizations and individuals. To meet them or to secure program 
information, please contact your local IBEAR Representative. 


Hong Kong Mr. Leo T. H. Lee 


Tel. 5-223672 


Tung Tai Finance Co., Ltd. 


Indonesia Mr. Adi Rizal Nizar 


PT Astra International, 


Japan Mr. Akira Nagashima 


375-008 x251 
Inc. 


03/434-1170 


Japan Market Development Co., Ltd. 


Mr. Gong Soo Pyun 


754-2121 


Korea Investment & Finance Corp. 


Dr. Aurora H. Roldan 


79.79.65 


Reading Education, Inc. 


Frank Tan 


2206332 


Frank Tan Research Associates 


Ismath Abdul Majeed 
Sifani Jewellers Ltd. 


George Tyan-Wen Chen 


Concord Leasing Corp. 


Ms. Yaovanee Rattakul 
Bangkok Fan Co., Ltd. 


Information may also be obtained from: 


27368 


2; 501-4600 


281-9665 


IBEAR Program 
Graduate School of Business Administration 
University of Southern California 
Bridge Hall, Room 200 
Los Angeles, California 90089-1421 


Tel. 213/743-2272 


Telex: 674803 UNIVSOCAL LSA 





































ectifv this, Bank Indonesia 
raised ‘the interest rate on its 
it - facility to 26% con- 
ti making it less attractive to 
rt these rupiah funds into US 






———— 












































he Danke: rising d assets — 
in part by inter-bank funds — 
s dede mar ket and rue 


ird quarter of the year, Tai- 
economy isset to continue the 
performance of the first half, 
Saw. gross national product 
12.4%. Government and pri- 
onomists are predicting third- 
* growth of 10.7% and 10% in 
in “quarter, which would mean 
ir than 11% growth for the year. 
ie result of the economy's sterling 
mance has been an embarrass- 
nent of riches in the form of a huge and 
ig trade surplus. The island 
ed a favourable trade balance of | 
5 billion for June through Au- 
сир a healthy 39% compared to 
In the January-August period, 
rplus leaped ahead of 1983's by 
US$5.8 billion. The total 
us by year-end is expected easily 
p US$8 billion. 
ed largely by strong demand in 
nited States, exports in June-Au- 
imped 22% over the comparable 
а in 1983 to US$8.4 billion. Ex- 
s through the first eight months 
: US$20.6 billion, up 27% over 
Imports, while also growing at a 
lip, could not keep up the pace. 
une-August figure was 05$5.9 
n, 16% higher than the previous 
ar, while January-August imports | 
p 15% to US$14. 8 billion. 
horny problem facing Taiwan is 
-to do about the massive US$6.8 
on surplus (to the end of August) it 
ys in trade with the US, the is- 
s largest trading partner. Two- 
^ trade accounted for 38% of 
iwan's foreign trade in the first eight 
mths. Pointing to the likelihood of a 
JS$10 billion gap by the end of the | 
ar, the US Government has: been 
ssing Taiwan to increase b add 
US goods and lower its tariffs. 

















i | | the rupiah’ S Value. In a an at- | 





— that. banks b cin. dus on » (once only) 


to ease the transition. 


The need to tap the inter-bank mar- 
ket to fund asset expansion is a reflec- 












tion of the limited depth of Indonesia's" 


financial markets, one official noted. 
This is one reason for the volatile in- 
terest movements in the inter-bank 
market — not only on the demand side 
but also on the supply side. Trying to 
reduce market concerns, the governor 
of Bank Indonesia, Arifin Siregar, re- 
cently has assured that the country's 
foreign-exchange reserves, as of the 
end of August, amount to a comforta- 
ble US$9.4 billion (US$5.7 billion of 
which are official reserves, the remain- 






lems of plen 


| 





As a result of the overall trade 
surplus, foreign reserves stood at | 
US$15.7 billion at the end of August. 
Strict foreign- -exchange controls force 
surplus reserves to be translated into 
New Taiwan dollars, so the money sup- 
ply (M2) has risen 22-25% a month 
| throughout the year, creating strong 
inflationary pressures. 


o far, thecentral bank has been able 

to hold inflation in check by tak- 
ing a number of steps to soak up excess 
liquidity: selling treasury bills, in- 
creasing the amount of foreign ex- 
change local and foreign bank 
branches may hold, and inducing the 
big government corporations, particu- 
larly Taiwan Power and China Petro- 
leum, to pay off long-term US dollar 
debt with new local-currency loans. 
The consumer-price inflation rate is 
expected to end up around 1 .3% for the 


fee eu. 
(at 1 976 prices) 





* Private forecast 


| 








budget surplus. | So wens appears sto be 
no pressure from the external balance 
and budget side for a currency adjust- 
ment. But the commercial and finan- 
cial sectors feel that the rupiah still has 
to adjust itself to the strengthening US 
dollar. 

Prawiro recently addressed this 
issue and noted that the rupiah ex- 
change rate does not always have to 
follow US dollar movements in the in- 
ternational money markets — a signal 
perhaps that the emphasis on the gov- 
ernments managed floating  ex- 
change-rate policy will remain on 
"managed" rather than "floating." Kl 






year. But July and August saw 0.4 and 
0.8 of a percentage point increases, re- 
spectively, and most analysts are pre- 
dicting higher inflation next year, 
perhaps as much as 4.5% or 5% for 
consumer prices and 3.5% for 
wholesale prices, since the dampening 
measures taken by the authorities are 
thought already to have approached 
their maximum effect. | 

The huge trade surplus has put 
strong upward pressure on the NT dol- 
lar. It has appreciated against the US 
dollar by 3% since the beginning of 
1984, in defiance of international mar- 
ket trends, from NT$40.32:US$1 to 
NT$39.05. Some bank economists be- 
lieve it may have to be raised to as high 
as NT$38 to dampen exports further 
and reduce the surplus, though other 
analysts do not agree it will go that 
high. | 

The economy remains а creature of 
its export performance. Domestic in- 
vestment has been sluggish, contrary 
to expectations earlier in the year. 
Fixed capital formation (including 
private industry, government enter- 
prises and government infrastructure 
spending) in the third quarter is fore- 
cast to show a 16% increase, following 
4% and 4.4% rises in the first two 
quarters, but this is in comparison to 
1983's very low levels. 

Two factors are held responsible for 
low investment levels: one is local 
businessmen' S expectation that the US 


economy's growth is levelling off, 


which will lower demand for their pro- 
ducts; the other is confusion over 
structural changes in the domestic 
economy. The government's call for 
local entrepreneurs to move into high- 
| technology development has had only 
a mixed response so far, as many in- 
vestors await clearer signals on its 
| prospects. Meanwhile, investment in 
ne S rational industr: ies- has 





Whenwas the last time 


you hada choice of 
sleeping arrangements’ 








Only Philippine Airlines offers you a choice of As the first Asian airline to fly both to Nort! 
sleeping arrangements when you fly First Class on board America and to Europe, we know how to provid 
our all-747 services to North America and Europe. with the total comfort you expect when flying First | 

We were the first airline to offer 14 full length on a long journey. Now with an exclusive choic 
Skybeds in our private Cloud Nine bedroom. Skybeds sleeping arrangements. 
that are certified for landing and takeoff, and assure an Next time vou fly First Class to North Ame: 
uninterrupted rest all the way to your destination. Europe, book your preferred flying and sleeping 

Now, you have an additional choice of sleeping arrangements with Philippine Airlines’ all-747 services | 
arrangements. New luxurious Siesta Seat recliners for the U.S. West Coast and the major capitals of Europe 
those who prefer to move around between snoozes. There has never been a better choice. 

Asia’s first airline. 


‚ а r А 
Skvbeds* or Siesta Seat* recliners available n a hrs mec, first-served basis whet King : 





AT OVER 40 MERIDIEN HOTELS 
AROUND THE WORLD YOU CAN 
EXPERIENCE WHAT THE FRENCH 
PROUDLY CALL LE RAFFINEMENT. 
ITS AN UNEQUALLED STYLE AND 
ELEGANCE; A WAY OF CARING FOR 


YOUR EVERY NEED WITH AN 


HOTELS MERIDIEN: 
LE RAFFINEMENT 


UNMISTAKABLE FRENCH TOUCH. 

YOU'LL FEEL IT IN OUR WARM 
PERSONAL WELCOME, THE COM- 
FORT OF OUR ROOMS, OUR 
COURTEOUS ATTENTIVENESS AND 
SUPERB CUISINE. 


THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


GROUPE AIR FRANCE 


TAIPEI ‘ALEPPO CAIRO/ | 









ЕК, SINGA- 


HELIOPOLIS, 
ANDRIA. 


ALEX- 


THERE ARE ALREADY 40 
HOTELS WORLDWIDE, IN- 
CLUDING: PARIS, NICE, 
LYON, TOURS, ATHENS, 
MILAN, TUNIS, MOHAM- 
MEDIA, CAIRO, BAGHDAD. 
DAMASCUS, PALMYRA, LAT- 
TAKIA, KUWAIT, AL KHO- 
BAR/DHAHRAN, JEDDAH, 
ABU DHABI, SHARJAH, 
KHARTOUM, DAKAR, KIGALI, 
PORT GENTIL, BRAZZAVILLE, 
DOUALA, GISENYI, RIO. 
BAHIA, MONTREAL, HOUS- 
TON, BOSTON, NEW YORK, 
SAN FRANCISCO, NEW 
ORLEANS, TOKYO, HONG 
KONG, HONG KONG/AIR- 
PORT. SINGAPORE, CO- 
` LOMBO, GUADELOUPE, 

MARTINIQUE, MAURITIUS, 
REUNION. 


FOR RESERVATIONS, CONTACT 
YOUR TRAVEL AGENT, ANY 
MERIDIEN HOTEL OR SALES 
OFFICE. 
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ternational Travel Research: Insti stib : ute. The facts 
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with routes’ in Ава; use ethe F Е: ar x E 
Review regularly orimary ad 
medium. Why? The апи ег} is s sir aply 
the Review reaches the highest audience con- 
centration of heavy freq uenti independent busi- 
ness travellers of. any regional | u lication in Asia 
today. And does it more cost- efficiently 
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-speak for themselves. You’ llsee how wi travel 
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THE AT&T INTERNATIONAL BUSINESS NETWORK: 


ITM^KES!'"] --T E PHONE 
A SOUND BUSINESS DECISION. 








Talking business with the AT&T's international audio frequently. A network that takes 
US. on the AT&T Network saves teleconferencing service is cost you everywhere in the US. 
а lot of money. effective, too. And operators to arrange 
First, it's the fastest way. AT&T's operators can put teleconferencing 
Anything that saves time Is you in touch with as many as 60 More costeffective services 
like money in the bank. locations in the US. at one time. for your business from the AT&T 
Next,the AT&T Network goes Which means you can get International Business Network. 
PARIS CHICAGO ternational service to and trom continenta 
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to every phone in the US., everyone you do business with 
no matter how remote the area. coast to coast together more 

And offers operators, should unes aeRO — 
you need help. 

Then there's the fact that 
nothing gets attention like an 
international call. 

And when you get atten- 
tion, you get results... fast. 

Calling adds a personal 
touch. An informal conversation 
lets you exchange ideas, 
persuade and convince. 

Get a quick decision. 
Just the tone of a voice 


AM 










can set you on the right track. 

You can clear up misunder- 
standings. And you can nego- 
tiate and close a deal before you 
say goodbye. 
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BNP is committed to economic gro 
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If you're a professional person or you own a small on an overburdened, centralized copying department. 
business, the new Mita DC-111 plain paper copier was Although the DC-111 can't really be considered 
made just for you. It has everything you need to make portable, at 30.6 kilograms (67.3 Ibs.)* it's light enough 
letter-perfect copies on plain paper quickly and to be moved by just one person. 
conveniently. Most importantly, the new DC-111 is made by Mita, 

In small offices, the DC-111 fits comfortably into a copier company whose name has become 
just about any little niche. Think of it as an affordable synonymous with high quality and dependability. 
alternative to making those time-consuming trips to Discover the affordable, personal sized copier that's 
the copying center all business at your local Mita dealer. Do it today. 

Larger offices can benefit from the DC-111 too  Aooroximate Weight 


Place it right where the work is and relieve the strain Transporting a copier by motorcycle is not recommended. 
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mita 


MITA INDUSTRIAL CO., LTD. 2-28, 1-chome, Tamatsukuri, Higashi-ku, Osaka 540, Japan Phone: (06) 764-3555, Telex: MITAINTL J64292 





Authorized Mita distributors in Asia and the South Pacific 


AUSTRALIA: Mita Copiers Australia Pty., Ltd., Melbou 84-691 BANGLADESH: New Victor Ltd sicca Phone 255444 HONG KONG The Office Appliance Co., Ltd. Phon 5454 
INDIA: The National Radio & Electronics Co., Ltd., Hon y t ( Р j INDONESIA: Р.Т, Mita Mahardi, Jakarta Phone. 6 ( 179 KOREA: Liker Co.. Ltd. Seoul Phone 778-3211 to t 
MALAYSIA: Cycle & Carriage Sdn. Bhd., Kuala Lumpur f f 155 PAPUA NEW GUINEA: Meridien Breckwoldt Pty.. Lid., Port Moresby Phone 25-6311 NEPAL: Mercantile Traders, К m indu Phone: 2-13647 
EN ZEALAND Pentagon Distributors Ltd., Auckla Phone: 7t 12 PAKISTAN: Reliable Business Systems Ltd., Karachi Phone 6179. 23201 PHILIPPINES Philcopy Corporation, f : Phone 89-52 

А att SINGAPORE: Wei Tah Co.. Ltd japore | M 161051 SRI LANKA Ceylon Bus sine is Appliances Ltd. lombo Р! e 2t 1494 TAIWAN = Harvest Enterprises Co., Ltd.. Ta 
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The American dream revisited 


e SHROFF had the good fortune to 
be in the United States when the dol- 
lar again smashed any number of re- 
cords and, in particular, humbled the 
once-mighty Deutschemark. In the 
US, what appeared so irrational to 
many economists and bankers seemed 
to be merely another expression of the 
mood of the moment. “I love U.S.," 
proclaimed the cover of Time 
magazine — overseas editions had the 
same story but a less provocative 
cover. Euphoria, 
chauvinism and 
narcissism are 
all in flood in 
a post-Olympics, 
pre-election 
burst of op- 
timism. 

Nothing is too 
much for Ameri- 
ca, not even to 
continue to com- 
bine rapid gross national product 
growth with a super-strong currency, 
a gargantuan budget deficit, and low 
inflation. Ronald Reagan holds the 
American Dream in his arms. But it 
needs two to play the currency game. 
The dollar has been strong enough 
against the yen. But its performance 
against the Deutschemark has been 
reminiscent of the flight to gold from 
dollars in 1980. Europe, struggling 
with low growth and high unemploy- 
ment, has been simultaneously 
touched by fickle America's revival- 
ist vision of itself and by its own wave 
of pessimism. 

The latest fall in the European cur- 
rencies has been an act of faith 
beyond anything explicable by the 
six-percentage-point gap between 
Deutschemark and dollar deposit 
yields. It stems from those on both 
sides of the Atlantic who believe the 
attractions of yields on US dollars, 
and the long-term strength of the US 
economy, are such that the US can 
continue to attract capital to main- 
tain the dollar’s strength. They be- 
lieve it can achieve this even while 
funding a current-account deficit 
which is likely to be well above 
US$50 billion even if the US economy 
slows and others recover faster — or 
if the protectionist onslaught exceeds 
even the worst fears. 

The wisdom of the hour is that the 
strength of the dollar, despite the 
trade deficit, is an indication of for- 
eigners' belief in continued prosper- 
ity and low inflation. They are rush- 
ing not only for high-yielding US dol- 
lars but to buy into the technological 
future. While the high-tech US econ- 
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omy forges ahead, across the Atlantic 
there is “Eurosclerosis” — low 
growth, low technology, arthritic in- 
stitutions — and across the Pacific 
even the Japanese are pressed to keep 
up with US growth. 

Plenty of evidence can be selected 
to support these propositions, includ- 
ing takeovers such as the US$3 bil- 
lion purchase of the US company 
Carnation by Swiss-owned Nestle. 
But closer examination of the facts 
produces a rather different overall 
picture of the reasons for and pros- 
pects of capital flow to the US. One of 
the more remarkable recent statistics 
on capital flow from official US 
sources has been buried under the 
avalanche of optimism. 

This quite clearly shows that by far 
the largest component of the change 
in US capital movement has been by 
US residents. As a result largely of re- 
trenchment in bank lending to de- 
veloping countries, there was a net 
inflow through the banking system of 
US$25 billion. Although doubtless 
some of this represented disguised 


FICKLE FLOWS 


(USS billion) 


REVIEW DIAGRAM by Frank Tam 


flight capital, from Latin America in 
particular, and some shift of foreign 
money into banks in the US, the 
major part was a reduction in net 
claims by US residents on for- 
eigners. Data for the first quarter 
of 1984 apparently confirm this 
trend. 

Official figures also cast doubt on 
the theory that foreigners have been a 
significant factor in funding the 
budget deficit as major buyers of US 
Treasury securities. Net purchases in 
1983 were US$15 billion, but foreign- 
ers’ share of federal debt fell to 14%. 
Most of this is owned by official 
bodies, not private investors. Al- 
though there may have been some 
heavier buying recently, the figures 


contradict many assumptions about 
capital inflow. 

They suggest that it is not the at- 
tractiveness of the US as a place for 
investment but simply a retreat from 
the over-exposed positions of the 
banks, a retreat being financed by the 
US trade deficit. The banking-sector 
inflow is unlikely to be sustained at 
anything like its recent rate which 
points to the dollar weakening even if 
foreign private and speculative flows 
were stepped up. 

Meanwhile, the real advantage the 
US enjoys over any country as a poli- 
tical refuge must be offset by the 
weaknesses of Ms banking system, 
even with оа commitments not 
to allow the biggest banks to fail. 
Whatever the aihdpcomings of other 
nations' indu: -adjustment poli- 
cies, European and Japanese banks 
have healthier balance-sheets and 
have already made the major sover- 
eign-risk provisions for which US 
banks have yet to allow 

Favourable comparisons between 
the US and other Organisation for 
Economic Cooperation and Develop- 
ment members’ performances also 
hardly support the claims of the dol- 
lar. Although this year the US will 
grow at roughly twice the rate of 
other OECD countries, the four-year 
record (1980-83) shows it very 
much in line — with|US growth aver- 
aging 0.9 of a percentage point, the 
same as France, slightly above Bri- 
tain, significantly higher only than 
West Germany and significantly 
lower only than Japan. Presumably, 
even the worst OECD performers 
might get close to US growth if they 
were willing and able to finance à 
current-account deficit equal to 
nearly 3% of gross domestic pro- 
duct. 

Reagan's tax changes have made 
US investment more attractive and 
stimulated capital spending. But 
again, this looks like a one-off surge 
which cannot be sustained simply be- 
cause the rate of savings is lagging 
and improvements in corporate pro- 
fitabilitv have slowed markedly. All 
this is not to deride the accomplish- 
ments of the US recovery which has 
been very beneficial to others. 
€ APART from the dollar, the big 
currency news of the past months hàs 
been the rise of the yen against the 
Deutschemark, which now only buys 
¥81, down from ¥120 two years ago. 
Commerzbank chairman Walter 
Seipp told Shroff that the yen rise 
was overdue, and may not yet have 
run its course, 
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eg fell through nd: "Wee went into 
s | partnership ій tead with Saudi en- 
| trepreneur Adnan Kashogi in an 
| offshore silo venture, Falcon Cement.) 
. But after the Arab cement plants 
moored off J port, cement prices 
sank by more than 40% to their lowest 
levels in a decade. Malaysian au- 
,thorities, under pressure ниш their 
own producers, levied | M$80 
(US$34.04 












tractive dumping grounds 
‘that looks unsaleable 


“Saudi Arabia and Spain (as 
as such Asian producers as 
an and South Korea). 
government response in each of 
о countries has been véry much | 
àracter: Singapore, where the 
te is a major cement consumer for 
h projects as the Mass Rapid 
ansit (MRT) system and massive 
ic housing construction, has not 
ogether been. unhappy · to see prices 
nge. Local companies’ earnings 
may have dived but the state has been 
quite content to buy its cement from 
ab producers’ floating offshore fac- 
ories. (Not that, being a free port, it 
‚ the structure to discriminate 
against imports. ) 

alaysia, by contrast, has erected. 
dable tariff barriers to protect its 
domestic producers from cross-Cause- 
spillover of the Singapore glut. 
But at the same time, state enterprises | 
set themselves up as cement pro- 
in their own right. And the gov- 
ent cement makers seem ready to 
r tariff exemptions to cash in: 
e bargains available-in Singa- 
at the expense of private-sector 
at consumers. 

balance of the Singapore-Ma- 
cement market was wrecked 
oreign competitors literally 
nto the scene in the form of two 
ng factories from the Middle 
st. Up to then, cement prices were . 
ding firm at S$1. 57 (73 US cents) a. 
ne — 15-20% of Singapore's pro- 
uct found a reliable market in Malay- 
a and it made economic sense to im- 
ort clinker {the mineral raw material) 
nd grind it locally. | 
Existing producers had plans to 
ouble Singapore's 2.8 million-tonne 
early cement production capacity 
іп the next couple of years, and a 
ew entrant — Indonesian magnate 
Sioe Liong — meant to become a 
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ic’s five major onshore 
producers — Ssangyong, Jurong, Pan 
































Singapore's MRT: major consumer. 





‘ment — wondered aloud whether they 
might not do better to close their plants 
and import cement ready-made while 
they looked for diversmication oppor: 
tunities. 


brief respite for some of them came 
from an unexpected source — the 
Malasian Government itself, whose 
partly owned Kedah Cement had just 
opened a 1.2 million tonnes-a-year ca- 
pacity plant on Pulau Langkawi and 
had another just as large scheduled to 
‘start up in 1986. Since the quasi-state- 
owned Kedah company is exempt from 
the import levies, it can cost-effec- 
tively ship clinker to Singapore for 
grinding and re-importation to Malay- 
sia under its own brand name. 
Singapore producers stand to make 
about S$1 million in 1984 from these 
| arrangements. That may seem a sorry 
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Malaysian, Singapore and Asia Ce- 
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| million tonnes st 


| Hamzah, in announcing in late August 
hort- 
age allegations, speculated that the . 
bottleneck might occur in the shipping р 
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report excess supply). 
Trade Minister Tunku Razak 


an official investigation into the 





or packaging stages. Contractors, for 
their part, remained convinced that 
there would be no problem if they 


| could have un fettered access to Singa- 


Supplies, - which were 30% 
ough’ they acknow- 
Support Malaysia's 
domestic cement industry. 

No such “buy-local” compunctions 
trouble the Singapore Government. 
South of the Causeway, 
the state itself is shaping 
up as probably the 
largest single cement 
user over the next few 
years. Judging from the 
behaviour of the Housing 
Development Board 
(HDB) upon the arrival 
of the floating Arab ce- 
ment factories, the gov- 
ernment will happily 
snap up bargain cement 
regardless of source. Out 
of a spate of 18-month 
cement supply contracts 
awarded by the HDB 
early this year, the two 
newcomers -— Arabian 
Bulk Trading and Falcon Cement — 
exceeded the 270,000-tonne awards to 
each of the five local onshore produc- 
ers by 100% and 33% respectively. 

"Why shouldn't they buy from the 
Arabs?" argued. one local stock 
analyst. "The government owes it to 
the people to get the best possible deal 
on everything. Their job is to deliver 
cost-effective services and to keep the 
economy humming, not to assure high 
profits for cement grinders or any 
other particular industry." 

Nonetheless, prudent planning at 
both the state and the corporate level 
would seem to suggest retention of a 
base level of onshore cement-grinding 
capacity. After all; the Arabs' floating 
factories could sail away as abruptly as 
they appeared. Already there are signs 
of a slow-down as private construction 
gets around to registering і the effects of 

















How a computer 
company can free 
our applications bottleneck. 


Ww aa p 
Consider this scenario. 

suddenly, all your management 
users become able to develop their 
own special applications. On-line, 
using their own desk top terminals. 

They have immediate access to 
updated information within their 
authorized data base, regardless of 
where it's entered. They're able to 
reformat reports and even redefine 
parameters. Themselves. 

You're still very much in controk 
of things, but not burdened by 
detail. You're free to manage the 
on-going workload. And the major 
applications. 

It could all happen with the 
sperry MAPPER System. Not quite 
"suddenly," but in very short order. 

MAPPER is that powerful. Sim- 
ply stated, it's the most advanced 


Sperry Ltd., 

16/ F., Sun Hung Kai Centre, 
Wanchai, Hong Kong 

el: 5-74931 1 

Fix: 74516 UNIVAC HX 


Sperry Pte Ltd., 

07-01, The Octagon, 

105 Cecil St., 

singapore 0106 

lel: 2248333 

Tix: VACSIN RS 20844 ° 


ORG Systems, 

Anand Bhavan, 33 Bhavan Lok. 
Vasant Vihar, 
New Delhi — 
lel: 675317 
[1х: 031-2140 ORG IN 


110057 India 
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information management tool yet 
developed. 

A tall claim, to be sure. But we're 
prepared to back it up, conclusively. 
We'll put MAPPER to work on a 
real and specific application 
development problem that a user 
has given you. 


SOMETHING FOR EVERYONE 
MAPPER’s simple everyday 
language commands and non- 
procedural flexibility make it easy 
for the most computer-shy user to 
gain proficiency in a day or two. 
The fact is, MAPPER can be used 
in all departments of your company. 
including your own; and at various 
levels within the organization. And 
the MAPPER concept of *user 
friendly” far transcends anything 





^ummit Computer Co. Ltd., 

8th Floor Silom Building, 

197/1 Silom Rd., Bangkok, Thailand 
Tel: 2334280 

lix: 82709 SUMMIT TH 


N.V.P.D. Soedarpo Corporation, 
Electronic Data Processing Division, 
lalan Let. Jen. S. Parman Kav. 35, 
Slipi, Jakarta Barat, Indonesia 

Tel: 596701 

Tix: 45867 DARCO IA 


Pernas Trading Sdn Bhd., 
Computer Division, 

3rd Floor Annex Block, 

Jalan Raja Laut, Kuala Lumpur, 
Malaysia 

Tel: 932122 


lix: 30340 PETRAD МА 





MAPPER i: 


a trademark i 


vou ve seen. 

HERE'S THE OFFER 

Accept our MAPPER Challeng 
Bring us an application develop 
ment project. Bring along the u 
We'll show you how quickly an: 
easily MAPPER gets the job don 


Call us for further informati 


Singapore 224-8111 


Hong Kong: 5-749131 | 
MAPPER CHALLENGE 


APSPERSV 


EDP Taiwan Incorporated, 
4th Floor, Min Hwa Building 
150 Fu Hsing North Rd., 
Taipei, Republic of China 
Tel: 715 3933 

Tix: 11169 GILBMAR 


Uniphil Computer Corporation, 
and Floor, Don Jacinto Buildine 
De La Rosa Cor Salcedo $! 
Legaspi Village, Makati, Metro M 
Philippines 

Tel: 851144 

Tix: 075-66609 UNCC PH 
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Green Island's ESO 3. ов 
$10.29 million) extraordinary loss 
six months 10.30. June, on.top of 
ra ing losses of HK$39.9 million. 
oris are still being made to restruc- 
: China Cement’ s debt, servicing of 
ch is not covered by cash flow. 
Jverall, capacity; is well above 3 
Шоп tonnes of which something 
ike 50-75% is being utilised (it fluc- 
uates quite widely, reflecting among 
ther things the level of Mass Transit 
ilway, or MTR, "pourings"). Hong- 
ng Government figures put total ce- 
ent production for 1983 at 1.72 mil- 
ion tonnes, P from 1.44 million in 
| vn. from. 1.52 mil- 












































igures available, production was 
comparable period of 1983. The 
іп reason seems to have been the 
TR Island Line activity — something 
меһ has insulated the industry, to 
me extent, from even worse fortunes. 
ever, one source said the big MTR 
ngs aré now starting to tail off, 
th a major fall in consumption likely 
the final quarter of this year. 

"he supply-demand problem was 
t just local. The increase in Hong- 


th a world market glut. It is hard to 
1 down the extent to which. Hong- 
ong has suffered from dumping ás'a 
esult. Certainly Taiwan has been sell- 
ig bagged (rather than bulk) cement 
t knockdown prices, but views differ 
às to Japan's influence. One factor is 
that Japan sells not only cement but 
also clinker to Hongkong plants. 
Imports of Portland cement, far and 
away the most important variety, 
totalled 570,867 tonnes in January- 
April this year (latest available), of 
which almost 322,000 tonnes came 
from Japan and 180,000 tonnes from 
Taiwan. | 


designed = pre : di uce arcad d 3: 
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,000 tonnes, well up on 593,100 in. 


ng's capacity coincided broadly 









Bank Bumiputra’ 5 accounts. are ‘still bad 
| Carrian affair despite a debt switch to Pel 


| By James Clad i in Kuala Lumpur 


fter a delay caused by negotiations 


to sell 86.7% of its share capital to | 


-| Malaysia s national oil corporation. 


Petronas (REVIEW, 2. Sept.), the Bank 


| Bumiputra Malàysia Bhd (BBMB) ac- 


counts for the finaricial year ending 31 


‚| December 1983 have finally appeared | 

| — despite fears.within the bank it- 

| self that they: would. be ре post- 
poned. 


The annual. OnE are 3 dominated 
by the huge losses arising from lending 
to the Hongkong-based Carrian group 
by BBMB's Hongkong subsidiary, 
Bumiputra Malaysia Finance (BMF), 
though the management also reports 
some improvement - 
sidiaries’ profitability, 

BBMB ck 
said in the-report that the group's pre- 
tax M$963.7 million (US$411.8 mil- 





lion) loss (1982. profit, М$84.7 million) 


reflected BMF's “difficulties” arising 
“from the sudden and sharp fall in the 
property market in Hongkong in re- 


spect of certain loans mostly granted in 


the period 1980-81." The bank, 
Nawawi said disarmingly, “is commit- 
ted to supporting its subsidiaries and, 
naturally, the prot lems of BMF af- 


| fected its own results." 


The parent bank's loss is put at 
М$969:3 million — a slightly higher 
figure than the group loss because re- 
ceipts from sübsidiaries (which, being 






private companies, are not obliged to- 


publish their e lifted group 


in. other sub- 


hairman Nawawi Mat Awin 


-tember 

















earnings qeral] | by the M$5. 635 mil- 


lion difference. 


~ "The.bank's: balance- sheet at. 31 De- 


cember. showsiadvances at M$10.471 
billion — M$2.274 billion more than at 
the end. of 1982. The higher figure re- 
flects thetransfer of M$2.255 billion of 
BME's problem debts to BBMB on the 
last, дау of 1983. M$1 billion. of this 
sum has been written off in, BBMB's 
1983 accounts, resulting in the pre-tax 
loss after what appears to have been an 
otherwise modest pre-tax profit for the 
year of M$30.7 million, isompana with 
the: 1982 profil of | 
M$80.1 million. 

BBMB. in Sep- . 
recouped... 
the rest of.the . 
М$2.255 billion - 
transferred :. BMF ow 
losses by assigning = o 
the whole of the > 
debt, at book value, to Patrons though 
the actual consideration received was 
M$1.255 billion. 

With the exception of BMF, Nawawi 
said BBMB's subsidiaries moderately 
increased their profitability. Kewan- 
gan Bumiputra — BBMB's wholly 
owned finance company ~~ lifted its 
pre-tax profits by 9% to M$7.2 million, 
and BBMB's 77.5% owned Bumiputra 
Merchant Bankers subsidiary | also 
posted a 41% increase in pre-tax. prof- 
its, from M$3. 3 million to M$5.5 mil- 
lion. 











Fears "ee fug publicity leaking back to 


Hongkong keep the Carrian hearing in private. 


By Emily Lau in Hongkong 


he public will have to wait a long. 
time for details of the evidence 


| gathered in the long investigation of 


fraud charges involving the Carrian 


group and, in fact; may never find out 


much of what has been uncovered 
about the biggest corporate crash in 
Hongkong's history. ~ 

The long-awaited committal pro- 
ceedings against former Carrian boss- 
es George Tan and Bentley Ho and 
three associates, due to begin on 1 Oc- 
tober, will be heard in ca mera and are 
expected to take up to four months. 


behind closed doors was taken on 24 
e when the case came up 


REE 








The decision to hold the proceedings 


| 


Е ede E AREIS ENA NE UD MU UN df UOI SE OUR 





briefly before magistrate. Brian Suttill. 
The magistrate.was apparently con- 
cerned that stories from the hearing 
could appear in.the foreign media and 
be. relayed. back | o Hongkong if the 
press were allowed into the courtroom. 
Crown counsel. Clive Grossman and 
Commercial Crimes Chief Inspector S. 
W. McDonald did not object to the case 
being heard in gamera. 












Normally committal proceedings 
cannot be reported, unless ап ap- 
plication is. made. for reporting 


restrictions. ҳа .be . lifted, but mem- 
bers of the. press and. public may 
attend. At tbe. vend, if a magistrate 
rules the defendants have. no case 















con T e» deposi Showed 
an increase, | inimi M$636.5 million in 
1982 to E million i in 1983. 













ê billion share ا‎ 
| 1983 has since neen 
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st hares | at “their r MSI 
ted the share capital 
jilli n, while the as- 
bad debts to Pet- 
llion sale to Per- 
}of BBMB's 30% 

' anking (the second- - 
largest Malaysian | bank after BBMB) 
has added anoth т М 844 billion to 
the ые pase: 3 


300 million’ ew 
par value each 1 
base to > МІ us р 

















st ca accent 
that there v was o other option than a 
straight government bail-out, but 
many see the move as highlighting the 
extraordinary — and non-reviewable 
— powers held. by the prime minister 
under the statute. setting up Petronas 
іп 1974 | 

One lawyer. familiar with the oil 
business has argued that "the powers 
Petronas can exercise are dependent 
on and governed by the objects of the 
act" — which are limited to petroleum 
exploration and exploitation. Yet 
others say Petronas' incorporation as 
an ordinary company (with the gov- 
ernment holding 100% of its equity) al- 
lows the giant firm to do pretty much 
as it wants — especially as under the 





to answer, the proceedings may be 
reported. Otherwise a case will go to 
trial, which is normally open to the 
public and press. 

In the Carrian case, only those di- 
rectly connected with the case or mem- 


bers of the defendants’ immediate 
families will be allowed to enter. 
Should the case be dismissed, evidence 
from the hearing will not be made pub- 
lic. 

The defence is expected to examine 
all the promised 151 prosecution wit- 
nesses and more than 4,700 exhibits 
will be tendered by the prosecution. 

The five accused are Tan, Ho, 
Richard Alan Wallis, a solicitor from 
the local firm of Deacons, and David 
Mackay Begg and Anthony Lo Chi- 
huen, both accountants with Price 
Waterhouse. The charges against them 
relate to the sale of Gammon House to 
. Bylamson and Associates in 1980 and 
. tothe 1981 stated profits of Carrian In- 
г vestments. 


#3) as has Only . 


= 


p. a three-man committee of inquiry. 
Auditor-General. Tan. Sri Ahmad 
Noordin led the committee, comprised 
also of a lawyer and an accountant, 
which worked to wide terms of refer- 
ence but received no legal powers to 
summon witnesses or compel tes- 
бтопу under oath (REVIEW, 26 Jan.).. 
‘Ahmad. himself «had called іп 
November 1983 for a High Court judge 
to supervise the investigation, and on 


: epo 
ir dipl. earlier this year 


.24 September — clearly unhappy 


about the government's stalling — he 
urged establishing a Royal Commis- 
sion of Inquiry to do the 
thoroughly. The existing 
he said, "only draws its authority from 
| Bank Bumiputra . . . what legal powers 





| from [them]? 

"With. the bail: eut - ‘of Bank 
Bumiputra by Petronas, the burden of 
the problem has shifted elsewhere. It is 
still not. too late to appoint a Royal 
Commission with all the necessary 
powers,” he said, adding that the pres- 
ent committee is not immune from 


libel. “If our report infers thata person 


is criminally liable ~. . 1 don't want to 
spend the rest of amy retirement in 
court." 
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These amounts are guaranteed to be paid out in on 


lottery (during hall a year). 


@ Only 600000. tickets to sell - ~ по more. 

@ 291 050 of these are guaranteed to win: 

@ Nearly every seconc ticket yields ac 
prize 


You too can be one of the winners next 
time, 
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job. 
|, committee, . 


| and immunity can you ре to get. 


The ишел Dor of th this êi in in Buses gives you an 
attractive opportunity to win. Never before were your сНапсез 
` 50 воой to win one million or two. 


ORE AA LL AAACN LENA OEE еттену нне menm ERT ATA нена ЧААН А Налат parieti Mtt rie 
А ^ 













Another Carrian affair is 
likely, says Daim, but the 
is room for improvement - 






ithough Malaysia’s new - 
minister, businessman. 
Zainuddin, has some rather 
criticism for the country’s ba 
believes a repetition of the 
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el 8 million) bad d de et 











Over the past? Э 
mercial bank assets have rise 
M$1.1 billion, held by 26 
111 branches, to M$62.5 billi 
— spread among 38 banks w 
branches. In this kind of өз 
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he said: | "The кошени ag- 
ive quest for growth and profits 
mmercial banks has resulted in 
elopments of concern to the gov- 
ment and the central bank. If left 
hecked, these could increase the 
:erability . of individual: banks." 
pecifically, “deterioration in the 
| of assets,” and “inadequate 











suy Sacerdoti in Manila | 

the Philippine Government an- 
dously awaits International Mone- 
Fund ар of its ydp ш 


` drawing - “rights (SDRs 
à rae ике of 


0 ing increasingly sceptical. that 
cal politics will allow President Fer- 
lin nd Marcos to dd with the 





s Bo ба | 
ation — and worry whether the 
Brains siricere political commit- 
to carry out policy reforms. or 


represents political expe- 


e ause of this, as wellas the smaller 
BH 





mmercial credits totalling US$1.65 


ge — will not be met, according to 
reign bank economists. . _ 
Thus, before IMF managing director 
ues de Larosiére gives his nod to 
3 „standby. programme, Manila will 
likely have to win an assurance 
| its 20 bilateral and multilateral 
ders — known as the Paris Club — 
they will carry the difference 
bove their own US$1.65 billion 
equirement for the programme. 








o1 mit 9095 of this total, before the 
will grant its standby.) | 





ers studying the IMF program- 
e: oo, po Marcos sud- | 


al foreign banks' increasing re-- 
tance to come up. with new funds for . 
scheduling packages, it is now al- 
st assured that the request for new - 


on — as part of the projected total - 
5$12 billion debt rescheduling pack- 


mE | Банк: resources.’ 







































































| expansion of publicly and privately fi- 


ugus Z ЫМУ nearly a year: on pro- | 


Commercial banks and the Paris Club | 
group have to come up with US$3.3 | 
on between them, or at least to 





On the ee paat while he 


by commercial banks (REVIEW, 26 
July), Daim said construction has a key 
pump-priming function. “I support an 


nanced housing schemes," he said. 


,no way 


‘mercial bud are sceptical of Manila's commitment 
m, and may not come up with esed funds 


This could easily set back Marcos’ 
hope that a rescheduling package will 
be in. place by the end of October. It 
would also require a fifth 90-day 
moratorium on the country's foreign- 
debt repayments beginning in mid-Oc- 
tober and, if the delay in securing new 
funding commitments drags on until 
the end of the year, force a rethinking 
of the IMF programme itself, as some 
of thedata upon which the programme 
is based may have changed by then. 

This at least is the feeling of the 


 €reditor banks, who may be simply 


posturing. ahead of negotiations with 
the government, due to begin in the first 
week of October. But it is indicative of 
the frustration many of the banks feel 
over the delays.by. Manila in trying to 





| get its financial house in order during 


the past year. While recent reforms — 


such as utilising interest-rate policy to 


sop up excess liquidity and resuming 


| dollar trading among banks to allow a 


real float of the peso — have encour- 
aged visiting bankers, the question of 
political sincerity in maintaining the 
harsh reforms still bothers the cre- 


ditors. A recent strike in Manila of 


jeepney drivers over revenue-boosting 
increases in registration fees worried 


|: some bankers, as Marcos responded by 
E suspending the increases. The bankers 
are watching closely to see if replace- 


ment measures are taken (for example, 
increasing taxes on liquor) to ind fis- 
cal targets on track. 


hile the final form of the re- 
f scheduling package {estimated at 
US$8.6 billion of debt rescheduled 


along with the US$3.3 billion in new: 
loans) has yet to be determined, the. 


banks. are certain to. phase their dis- 
bursements in line with the IMF 
standby creditto ensure policy reforms 


are maintained. Both Prime Minister 


а 





| “broadly agrees" with central bank | 
governor Tan Sri Aziz Taha that there 
| is too much property-market exposure 
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also unjustly неч the banks. In- 
à nterest rates on current ac- 
way to overcome this, but 






“Daim also hinted at “something more 


dramatic than fine tuning” to improve 
the country’ s “unsatisfactory” rate of 


savings, including perhaps some major 


surgery to Malaysia’s existing compul- 
sory savings mechanisms. — JAMES CLAD 





Cesar Virata, who heads the Philippine 
negotiating team, and Central Bank of 
the Philippines governor Jose Fernan- 
dez, attended the IMF/World Bank an- 
nual meetings in Washington, to lobby 
banks and the IMF for quick action on 
the programme. 

The standby credit calls for SDRs 
615. million, disbursed in seven 
tranches over 18 months, to bolster the 
country's weakened international re- 
serves while Manila undergoes short- 
term reforms designed to help alleviate 
chronic and unsustainable balance-of- 
payments. de: ijcits. Reforms required 
by the IMF — including a free float of 
the peso, strict fiscal austerity and 
liquidity control — are all part ‘of the 
programme designed to reduce local 
demand, placing a check on the current 
60% inflation rate and continuing the 
reduction in imports. | 
In the year since the first foreign- 
debt moratorium was called on 14 Oc- 
tober 1983, Philippine economic policy 
in the view of some bankers has actual- 
ly worsened in respect of IMF require- 
ments: two devaluations were set to a 
pegged peso rate, government borrow- 
ings were increased (in part to finance 
its candidates for the May 1984 na- 
tional assembly elections) and the vol- 
ume of currency in circulation surged 
more than 50° | 
Interestingly, bankers involved in 
the government negotiations. over re- 
scheduling say that. while the p 


on. 


the lack of dollars available for im- 
ports — took the) “ieee dre to ac- 
commodate auste | 
sector. continued t 







make the IMF [аси feasible. 
The year-long delay in reaching an 
agreement with the IMF on the basis 
for a stabilisation programme, coupled 
with the discovery last December of 
the unprecedented overstatement of 
international reserves by the central 
bank, has caused the greater hesitation 
on the part of foreign creditor banks to 
commit substantial new funds for the 
country's rehabilitation. 

Most standby programmes in Latin 
America, for example, usually require 
that s some 90% of total new *inancing 
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the money is there. 
Foreign bankers who. wil be in- 


| volved in the rescheduling negotia- 


tions say that because of the reluctance 
of the banks to come up with the full 
US$1.65 billion in new funds, the IMF 
agreement over the standby will be de- 
layed until de Larosiére is convinced 
that other sources of capital — namely 
the Paris Club — will fill the gap. 

Talks with Paris Club members are 
scheduled for November; so unless 
that timetable is advanced — or at 
least its commitments are advanced — 
it is unlikely that talks with the 12- 
bank Advisory Committee on the 
Philippines, scheduled to begin on 1 
October, will be sufficient to get the 
IMF programme off the ground. 


In better shape 
Hongkong-based Swire Pacific re- 
ported a 9.7% increase in net at- 
tributable profit to HK$477.4 million 
(US$61.21 million) for the half year 
to 30 June compared with HK$435.1 
million previously. 

Chairman Michael Miles said that 
full-year profits were expected to be 
of the order of HK$1 billion, thanks 
mainly to airline Cathay Pacific 
which should see earnings "signific- 
antly higher" than in 1983. Miles also 


said he believed the worst had been - 


seen in Hongkong's property market, 
though conditions were likely to re- 
main difficult for the rest of the year. 
An interim dividend was declared 
of 39 HK cents per A share and 7.8 
cents per B share compared with 31 
cents and 6.2 cents previously. 
— CHRISTOPHER WOOD 


| Utah buoys BHP 


* Australia's Broken Hill Proprietary 
Co. (BHP) reported a 36% jump in 
after-tax profits to A$167.9 million 
| (US$138 million) for the June-Au- 
| gust first quarter of its financial year, 

i onipared with the same period last 
year. 

BHP's acquisition of the Utah coal 
mines earlier this year was a large 
factor in the increase, contributing 
A$32.1 million. The steel and petro- 

profits also rose, 

while that of the minerals division 

dw than doubled to A$16.1 mil- 

ion 
Directors said. the results should 


| not be extrapolated through the rest 


mi h of this commit ed pool i tom- 
mercial and how much bi- or multi- 
lateral, as long as the IMF is assured Ё 
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makes its 


year, 
Sheet the discount at which the Cana- 
dian operations were purchased. 


board members and 
e the executive board 
ision on the facility. 
Only then is the first standby tranche 
disbursed, detailed discussions of the 
rescheduling’ plan . initiated. with 
foreign creditors and the new commer- 
cial credits , for the programme 
gathered. . .. 

. Thus, while the IMFi is satisfied it has 
a workable programme for the Philip- 
pines, the final rescheduling package 
remains months away. Virata and Fer- 
nandez will have their work cut out in 
trying to convince the country's cre- 
ditors to go along with the programme, 
because as one banker involved in the 
negotiations says: “It is a feasible pro- 
gramme so long as the government 
sticks to it, Given the government's 
past performance, that is where we 
have our doubts." п 















































































of the year, Т ЭТР give ап in- 
crease on the record profit of A$638.7 
million for the year ended May. The 
recovery in the steel division is not 
expected to continue, and new oil. 
from the Fortescue field was subject · 
to higher taxes from 1 July. 

| ` — HAMISH McDONALD 


Fletcher in the lead 


Fletcher Challenge has become the 
first publicly listed company in New 
Zealand to announce an annual pro- 
fit of more than NZ$100 million 
(US$49.2 million). Profits from 
domestic operations rose to NZ$107 
million in the year ended 30 June, 
more than triple the previous year’s 
depressed performance. Turnover 
rose 46% to NZ$4.74 billion. 
Fletcher's Canadian forestry and - 
shipping operations contributed 


'NZ$24.2 million, but included NZ$55 


million in “negative” goodwill. This- 


accounting practice, which the com- 


pany has decided to halt from this 
wrote back into the balance- 


= LINDA SANDERS - 


Up in smoke 
British-American Tobacco of Singa- 

pore suffered a 27% drop in pre-tax - 
earnings to $$7.8. million (US$3.63 | 
million) in the first half of the year. 
compared with the same period last 


year. Net profits fared somewhat bet- 
ter, slipping only 23% to S$5.4 mil 


lion, since new plant investment re- - 
Mun. the grou) 5 tax rate. Turnover | 
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British and Japanese financial institutions reach across 
the seas in a new alliance to tap offshore pension funds 


By James Bartholomew in London 
wo alliances between British in- 
vestment houses апа their Japan- 

ese counterparts have been forged with 
an eye to winning a sháre in the lucra- 
tive overseas раан market. At 
the same time a major British bank is 
buying into a Hongkong stockbroking 
firm as part of a plan to expand its Ja- 
panese clientele, and thus tap another 
overseas market. Bui 

In the most ambitious óf the deals, 
the British merchant-banking group 
Charterhouse J. Rothschild is to forge a 
unique alliance with Nikko, one of the 
big four Japanese securities houses, 
the first time that leading British and 
Japanese financial institutions have 
created this sort of partnership: its 
purpose, to invade the American pen- 
sion-fund market. 

The companies are combining in 
order to persuade American pen- 
sion funds to use them as invest- 
ment managers. They believe 
they will have a better chance of 
selling themselves together than 
apart. It is a strategy not based 
just a hunch, but. on the views of 
the influential individuals who 
advise American funds on which 
investment , managers to. use. 
These advisers believe the combi- 
nation looks good. 

Although Nikko, as one of the 
major Japanese brokers; is consi- 
dered to be very elose to the Ja- 
panese market, its attraction to 
American ‘pension’ funds is 
undermined by the poor reputa- 
tion for probity of the Japanese 
securities industry generally, and 


company brings with it Richard 
Thornton, formerly of G. T. Manage- 
ment, an experienced and successful 
investor in Japan,’ ‘something which 
should reassure the United States pen- 
sion funds. It also brings expertise in 
investing in other wane markets. 

The combination ‘will beable to 
bid for international funds rather than 
only funds directed’ towards Japan. 
This is a valuable selling point in the 
current climate which favours more 
international flexibility for invest- 
ment managers. Some’ rivals see the 
combination as an admission by both 
companies that they: cannot make the 
grade by themselves. But the partner- 
ship members see Й газ а bringing to- 
gether of individual strengths. 
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The rivalry for American pension- 
fund money is intense. It is the biggest 
game in international investment 
management at the moment. In 1974, 
the US Employment Retiree Income 
Security Act (Erisa) ordered the “pru- 
dent” management of such money. The 
law was initially interpreted to mean 
that the money should not be invested 
overseas (because it could be seen as 
risky). But since then, this interpreta- 
tion has been turned on its head. 

The law is now taken’ by many to 
mean that some portion ‘of the money 
ought in fact be invested offshore (be- 
cause diversification redüces overall 
risk). So there has been, and continues 
to be, a major growth in Erisa funds 
sent abroad. Natt 'élgn mana- 


gers have tried to win a Share of this. 


The British have been to the fore be- 


| i М " А А ; р 
Japan's Finance Minister Noboru Takeshita: deal agreed. 


by Nikko's lack ofinvestment expertise 
in some other parts of the world. 

By combining with Charterhouse 
J. Rothschild, Nikko’ will be able to 
answer both these points. The British 





cause they can rightly claim experi- 
ence of and facilities’ for overseas in- 
vestment. (Arguably, the British were 
the first to invest overseas because 
they were the first to become disil- 
lusioned with their own economic per- 
formance.) 


T: money that is to be managed is 
measured in billions rather than 
millions of US dollars. Total American 
pension-fund money is growing fast 
and the proportion going overseas is 
rising. Erisa funds invested overseas 
are expected by various forecasters to 
grow from US$12-17 billion now to 
US$50-100 billion by 1990. For the 
time being at least, the management 
fees are considered generous. 

Nikko and Charterhouse J. Roths- 
child have already signed the heads of 
agreement. The deal provides for the 
British company to pay US$500,000 to 
buy a half share in an existing sub- 





sidiary of Nikko. The payment is small 
and does not reflect the considerable 
potential of the alliance. Each com- 
pany will, in due course, charge fees to 
the jointly owned company for their 
advice. 

Meanwhile, another partnership an- 
nounced recently has important 
similarities but also major differences, 
It is again between British and Japan- 
ese companies and it is also in the in- 
vestment-management field. But the 
deal, between the biggest Japanese 
overseas bank, the Bank of Tokyo 
(BoT), and ‘British investment-man- 
agement group, Touche Remnant, is 
aimed at the pension-fund money of 
Japanese working abroad. 

The BoT has clients overseas, nor- 
mally subsidiaries of major Japanese 
companies, which want investment 
management for their pension funds. 
The BoT has had to turn these clients 
away in the past because it lacks ex- 
pertise in international fund manage- 
ment. By teaming up with Touche 
Remnant, it will be able to provide the 
service. Already one client, from 
Singapore, has been signed up. BoT 
will take a fee for marketing the ser- 
vice and Touche Remnant will take a 
fee for managing the investments. 

The new company will not at- 
tempt to manage Japan's domes- 
tic pension funds because these 
are not open to it, an example of 
continuing Japanese protection- 
ism. At least the Japanese Minis- 
try of Finance has agreed to allow 
this deal, by which a foreign com- 
pany manages the pension money 
of Japanese as long as they are 
overseas. Touche Remnant con- 
siders this a breakthrough, 

hough more accurately it could 
be thought of as a dent. There are 
considerably fewer Japanese 
outside Japan than within. 

The National Westminster 
Bank, a major British bank, is in- 
directly trying to reach these po- 
tential customers in a third deal. Tt 
has exchanged contracts to buy Hong- 
kong stockbrokers Watson and Co. In 
addition to buying up Watson's exist- 
ing business, the bank intends to deve- 
lop its dealings in securities for Japan- 
ese clients. 

The bank, through its merchant- 
bank subsidiary, County Bank, has 
seen an increase in this type of business 
recently. The volume has reached a size 
which makes it worthwhile to acquire 
a dealing unit in the same time zone. 
The acquisition is in Hongkong rather 
than Japan because of Japanese re- 
strictions on banks undertaking deal- 
ings in securities. 

All three deals have their own sepa- 
rate logic and impetus. But, separately 
and collectively, they are a reflection 
of current trends in the investment 
business — the integration of different 
kinds of services, the forging of new 
partnership and, most obviously in 
these deals, internationalisation. п 
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Fortune smiles on some 


— GAINS were outnumbered by losses in Asia inthe period to 24 Sept. Leading the bulls 
— — was New Zealand with a nearly 5% rise over the period. Other gainers were Hong- 
| kong, Australia and Thailand. Among the losers, Taipei suffered the worst beating. 
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HONGKONG: Market sentiment was buoyed by 
optimism surrounding the imminent initralling 
(on 26 Sept.) of the Sino-British accord on the 
territory's future. The Hang Seng Index surged 
above the 1,000-point psychological barrier in 
mid-period but lost steam on the last trading day 
as punters rushed to také-profit. The index had 
алаи nearly 100 points in seven trading days. 

over rose to a daily average of HK$242.81 


million (US$31.13 million). The index closed at 


| 990.82, up some 27 points on the previous period. 


; _ The market was also belped by signs of easing in 


United States interest rates. 


SINGAPORE: with Fraser's Industrial Index 
shedding 68.7 points to close at 4,806.9, the mar- 
ket continued sliding on light volume. Volume 
thinned to a daily average of just 8 million shares 
(compared with 9.28 million previously), as in- 
vestors await the forthcoming Malaysian budget. 
Spirits were also dampened by the relatively list- 
less reception accorded Lim Kim Tah, the latest 
new share issue, which scored a mere 22-fold 
oversubscription, well below market norms. The 
rebound of Hongkong equity in the wake of the 
Sino-British accord also drained liquidity from 


` the local bourse. 


KUALA LUMPUR: with average daily trading 
volume sliding to just 4.58 million shares (valued 
at M$10.5 million — US$4.5 million), the market 
remained in the doldrums as investors refused to 
be impressed by local or foreign developments. 
Total volume traded in the period reached only 
22.9 million shares valued at M$52.8 million. 
Once again, interest centred almost exclusively 
on speculative counters such as Kumpulan Emas 
— far and away the most active listing following 
its debut in the period. Investors now cite the im- 
pending national budget in October as prompt- 
ing their caution, but fears of a slowdown in 
United States growth continued to be the main 
sentiment dampener, and analysts predict a con- 
tinuing sideways slide until November. 


` TOKYO: Following increased concern over the 


yen's sharp fall against the US dollar, the market 


— failed to sustain the upward movement of the 





previous period. Electricals remained actively 
traded. On the final day of the period, trading 
thinned, with a total of 191 million shares chang- 


ing hands. Analysts expect the market to move : 


out of the doldrums after the long weekend, en- 
couraged by a combination of factors which in- 
clude an upturn on Wall Street, lower United 


- States interest rates and a firmer yen relative to 


the US dollar. The Nikkei-Dow Jones Average 
closed at 10,541.80, down 94.56 points on the 


period. 


MANILA: A block sale of P34 million (US$1.89 
million) worth of Benguet A shares on the last 
day of the period enlivened an otherwise dull 
week. Also helping to boost total value turnover 
to P49.1 million were big single transactions in- 
volving Philex A and B, worth P 1.25 million and 
P1.83 million, respectively. In the four preceding 
trading days, the average value was less than P2 


million, But with speculatives seeing less action, 
volurnié'feached only 122.28 million shares. And 
though the Benguet block sale was at a peso price 
mark-up above the last regular sales, the mining 
index slipped 6.06 points to 931.20. The commer- 
cial-ifidüstrials index was pulled down 2.6 points 
to 106.83*by losses of 25 centavos in Globe Mac- 
kay and 75 centavos in San Miguel. 


AUSTRALIA: Prices continued their downward 


trend at the outset of the period with thé Austra- 
lian All-Ordinaries Index shedding 6.3 points in 
two days to 717.1 on 19 Sept. Healthy profit re- 
ports in the industrial sector helped turn the tide 
with a rally on 20 Sept. that continued to the end 
of the period, bringing the index up to 731.8. 
Takeover offers by Castlemaine Tooheys for 
Nicholas Kiwi, Santos for Alliance Oil Develop- 
ment, and Email for McIlwraith-Davev Indus- 
tries caused movement through the period. 


NEW ZEALAND: The market successfully 


penetrated. 1,250 оп its index on the third at- 
tempt and ‘was thus inclined to go higher when 
Fletcher Challenge presented its final result 
(which was at the upper end of analysts’ esti- 
mates) and.gave a very optimistic indication of 
its current.year performance. The market was 
still going ahead at the end of the period, though 
it met with some selling pressure at the higher 
levels. 


TAIPEI: The exchange failed to hold on to the 
modest gains of the previous period as share 
prices slumped once again in lacklustre trading. 
The weighted price index fell 22.34 points on the 
period to 859.67.— its lowest level in four 
months. Analysts noted that investor interest 
was extremely weak,.with the average daily 
turnover amounting to only NT$376 million 
(US$9.4 million). 


SEOUL: In another period of listless trading, 
the composite index fell 1.54 points to 133.27 
with average daily trading volume dropping to 
8.82 million shares, a fall of 891,000. Above all, 
therecent recommendation by the United States 
Department of Commerce that heavy anti-dump- 
ing levies be placed on colour TV sets from three 
South Korean makers depressed prices. Past 
high flyers in the oil-exploration sector were also 
down. Among sectors, garments performed the 
best, gaining 12.32 points. This was largely due 
to a new issue by Ssang Bang Wool Co. which was 
oversubscribed by around 2:1. 


BANGKOK: Political uncertainty, arising from 
an apparent rift in the Thai army over the period, 
failed to dampen market sentiment. Riding on 
the strength of improvement in banks, the mar- 
ket continued to move up. IFCT and Bangkok 
Bank in particular posted impressive gains — the 
former rising on news of a capital increase plus a 
Baht 10 (43 US cents) interim dividend payment; 
the latter recovering from an earlier loss follow- 
ing its ex-dividend position. The Book Club Index 
appreciated 0.54 of a point to close at 119.30 on 
average daily turnover of Baht 46.7 million. 
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Integrated Action: 
Superb coordination among mem- 
ber companies enhances the 
Groups capabilities 
Lucky-Goldstar companies 
combine their expertise in chemi- 
cals and fine chemicals (even bio- 
engineering), electronics and tele- 
communications, energy and re- 
sources, construction and engineer- 
ing, finance and securities, and 
many other important fields. 





Healthy Growth: 
Lucky-Goldstar has grown steadi- 
ly during the 37 vears since its 
establishment—even in times of 
worldwide recession. 

Sometimes the growth has 
been surprisingly great. For exam- 
ple, Lucky-Goldstar International 
Corp. grew 43% in 1983—more than 
any other Korean general trading 
company. 





Financial Soundness: 
No Korean business conglomerate 
can Claim greater reliability in its 
financial dealings than Lucky-Gold 
star 

And we can back up this claim 
with hard facts, including its acknowl- 
edgment by world-renowned banks. 
Lucky-Goldstar has time after time 
proved its trustworthiness. 





LUCKY-GOLDST 





Successful Partnerships: 


| dozen of Kot 7 
ire Luckv-Goldsta | 

Youre already familiar with 
many of the names that have joined 
with Lucky-Goldstar to achieve somi 
of Korea's biggest successes—names 


like Caltex. 
Siemens, and 
many more 

Lucky-Goldstar is also partii 
ipating in some pretty impressive 
enterprises overseas. foo. such as the 
Saudi Basic Industries Corp 


Western F'leetri 
Hitachi—there an 


An Eye to the Future: 
In some fields, Lucky-Goldstar i 
putting as much as 6-7% of sale 
back into research and develop 
ment 

The groupwide average for in 
vestment in research is 3% of sales 
and going up all the time. (That's 
pretty good when you realize that 
group sales for 1983 reached US$7.5 
billion.) In such important new 
fields as computers and genetic 
engineering, the figure tops 6% 





There are a lot of people in a lot of countries whi 
already know that if you re balia: for a reliablk 
relationship in Korea, Lucky-Goldstar is the place to look 

То find out more, contact Lucky-Goldstar Interna 
tional Corp., 537 Namdaemun-ro 5-ga, Jung-gu, Seoul 100, 
Korea. CPO Box 1899. Phone 777-8097. Telex LGINTI 
K27266. Cable FOURCLOVER SEOUI 


OLISITIeS: 











—" Lucky, Ltd. {і Lucky Continental Carbon Electricity, Electronics and o— 

Goldstar E ес! Goldstar Pre on oSninveona tlectrk ( зегпсопацс! star Alf Energy and Resource 
Refine Korea Mining & $ c Construction — Engineering. Lu oat fe Development ску Engineer! Insurance. Securities and Fiance 
Korea Insurance C Busan Investment & Finance ; at R f аарый Distribution кун J Pubic Sen 


Foundatior The Yonam E v "ation Institute Sports | Lckvy-G id tar We if 





as on business cards, right on the edges of the 
copy. Its interchangeable developer units provide BS ASÎ 
beautiful copies in black, red, blue or brown. ва AA 
The Sharp Z-60 personal copier. It's good for business and an 
important step toward easier, more accurate information 


Work goes better because you and the Sharp Z-60 are such 
a great team. Advanced mechatronics technology keeps you in 
direct touch with this easy-to-operate, simple-to-maintain 
economical partner. You save time and money 

A more user-friendly copier would be hard to find. The 
compact, lightweight Sharp Z-60 locates anywhere. A conven- 
ient flat-key control panel with LED indicators makes operation 
super simple. 

Although it's small, the Z-60 copies as easily on oversize B4 





processing 

Sharp calls this unique concept PA (Personal Auto- 
mation) because it maximizes your. personal capabili- 
ties and potential 













ANew 
Personal Copier 
toWork Side-By-Side 
With You. 
The Sharp 2-60 


SHARP 


SHARP CORPORATION, JAPAN 





@ TAIWAN: AURORA CORPORATION 

Bih FL, No. 148, Sung Chiang Ad.. Taipei, Taiwan 
Tel: (02) 5639971 (10 linea) 

© THAILAND: THE BANGKOK TRADING CO. LTD 
995-999 Charoen Krung Road, Pilsien Bridge 
Bangkok 5. Thailand Tet 234.5093 


@ THE PHILIPPINES: 
DATACOM SYSTEMS CORPORATION 
No. 65 Buendia Avenue, Makati, Metro 
Manila, The Philippines 
Tet: 815.24.721 6815-24-74, B15. 24-11, 815-168-739 


e INDONESIA: РТ. ТАТАМИ 
Jalan ir. H. Juanda it} МО 12. Jakarta 
Pusat-Indonesia Tet: 367608 (4 Saluran) 


€ HONG KONG: ROXY ELECTRIC CO.. LTD 


Room 1701.1710, Admiraliy Centre. Tower 1,18 
Harcourl Road. Hong Kong 
Fet 5-822931! (16 linen) 


Ф SINGAPORE: ROXY (SINGAPORE; PTE LTD 
483 Tang in Halt Road. Sigapore 0314 

Tet. 631911 

Show Room 

191 North Bridge Road #01:30. Peninsula Plaza 
Singapore 0617 Tet: 3381215 

@ MALAYSIA: ROXY (MALAYSIA) SON. BHD 
Lot 16, Jalan 223, Section 14, Petating Jaya 
Selangor, Malaysia Tet 571477, 571285, 574313 
571364 and 561911 

Branches 


Penang 409.4094. Burmah Road. Penang 
T 80 


of 22660 
роп: 64.64A. Maxwell Road. Ipoh Те! 546984 
Malacca. 387 A 387A. Taman Pringgil Jaya 


Мешка Tot 229219 
J. Bantu 5 & 7. Jatan Sutera Satu. Taman 


Sentosa, Johore Bahru Tel. 336353 
Kuantan: B-200B, Jatan Air Putih. Kuantan 
Tel 520421 


© SRI LANKA: BROWN & COMPANY LIMITED 

PO Box 200. 481, Darley Road. Colombo 10 

&n Lanka Tel 91171 [8 limes) 

@ BANGLADESH: UNIVERSAL BUSINESS 
MACHINE LIMITED 


Al-Haj Mansion (3rd Floor, 82. Motijheel 
Commercial Area 
acca 2. BANGLADESH 
Phones 257123. 257124, 237124 А 737120 
Teles 64.2498 UBM BJ 
Cable Sarom, Dacca 
@ PAKISTAN: BUSINESS INTERNATIONAL 
Neison Chambers. Р.О. Box 681 11. Chundrigar 
Road Karachi-Pakistan Tel 214922 213448 


* Please contact your local Sharp 
distributor for further information 
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M уои can pack а suitcase 
in iet minutes. 


Ten frequent traveller, Ou 
decors mathe 


the special 
0 The Во ала Hotel, 


O Ve The Boulevard Hotel Singapore responds to the needs 
оар e (f the frequent traveller. If work brings you to Singapore, 
consider our Business Class. Rooms with king-size beds, 
office-size desks and breakfast on the house. A lounge with 
complimentary drinks at cocktail time and private phone 
booths for your confidential calls., There's a girl-Friday to 
handle secretarial essentials, Word processors for perfect 


typing. We can even give you a complete private office. 










If it's pure pleasure, we are right by Orchard Road, yet 
you can look on to the lush green slopes across Orchard 
Boulevard. Everything about our hotel has a brisk young 
air, from the stunning modern art of our atrium to the crisp 
styling of our rooms. Friendliness and efficiency denote our 
service. After all, a frequent traveller demands no less. 





BOULEVARD HOTEL 


SINGAPORE 
200, Orchard Boulevard, Singapore 1024. Telex: RS 21771 BOUTEL. Cable: BOUTEL. AFFORDABLE LUXURY 
GOODWOOD GROUP SINGAPORE — GOODWOOD PARK * BOULEVARD HOTEL SINGAPORE * YORK HOTEL * LADYHILL HOTEL 
Reservations Worldwide: KEM @ Golden Tulip Hotels, Utell International. 
Australia, Japan and USA;.Southern Pacific Hotel Corporation. Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. Your travel agent or airline. 
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LETTER FROM TIOMAN 


A» who still doubts there is 
genuine entrepreneurship among 
Malaysia s bumiputra community 
should go to Pulau Tioman, a pear- 
shaped, volcanic island about 50 km 
off the southeast coast of the Malay 
peninsula. This mist-shrouded island 





ers. 


But that was in 1982, when Nazri's 
were the only A-huts on Tioman. 
Today, things are different, as a re- 
turn trip via the recently introduced 
direct flight from Singapore re- 
vealed. Nazri, who has more than 
doubled the number of his A-huts 
and was in the process of building à 
more expensive, dormitory-style 
“longhouse,” is a worried man. He 
complained that the social atmo- 
sphere of the island had deteriorated 
in the past two years. 

The half-mile path from the Merlin 
Hotel (where the more affluent stay) 
is lined with hundreds of mostly 
empty A-huts, built by many of Naz- 
ri's relatives and former employees. 
While walking to Nazri's place, one is 
stopped constantly by people offer- 
ing commission if one can recom- 
mend people from Singapore to stay 
at these empty A-huts or, better still, 
bring a whole party of holidaymak- 


N azri has cordoned off the beach 
fronting his huts and put up signs 
warning: "Private Property." He now 
has an arrangement with the boat- 
men coming from the mainland 
whereby they anchor just in front of 








venti 





Nazri and A-hut: authentic in 


in the South China Sea was chosen 30 
years ago to represent Bali Hai, in the 
film South Pacific. The older island- 
ers — most of whom at that time were 
fishermen — say that was the first 
time many of them had seen a white 
man. 

Today, there are plenty of white 
men (and Singaporeans) on the island, 
and the Malays have given up fishing 
completely to concentrate on renting 
out A-huts to the foreigners who 
come to enjoy Tioman's beaches. 
The A-hut is an authentic Tioman in- 
vention which consists of a sturdy 
floor board under a thatched roof in 


the form of a capital “A.” | 


On a previous visit to Tioman in 
1982, this writer met the A-hut's in- 
ventor, A. K. Nazri — a bumiputra 
from Tekek village in Tioman. He had | 
only 10 such huts then and they were 


occupied mostly by European and | 


American "travellers" the last 
wave of the hippie generation who 
did not mind the lack of seat toilets 


and hot water as long as the accom- | 


modation was cheap. With the in- 
come from these dwellings, Nazri had 
built for himself one of the few stone 
houses on Tioman. Three of his seven 
children were attending the “better” 
schools on the mainland and one was 
even going to a boarding school. He 
said he would like his son, who was 
doing rather well at school, to go to 
Japan one day. 


his huts. Travellers, tired from a four- 


! hour boat ride and unable to see 


the other huts hidden by the cliffs, 
usually make straight for the nearest 
accommodation. Villagers say there 
were fights when owners of the other 
A-huts tried to lurethe disembarking 
holidaymakers away from Nazri. 
Many villagers are no longer on 
speaking terms. 
Meanwhile, many of the attrac- 
| tions that made Tioman such an ap- 
| pealing place to visit are fast disap- 








The twin peaks of Tioman: appeal. 








pearing. Singaporean visitors com- 
plain about the unavailability of sea 
food. The villagers have stopped fish- 
ing and the Merlin Hotel imports its 
fish from the mainland. This writer 
saw a Singaporean tourist who had 
just caught a fish among the coral 
being approached by a local Malay 
food seller to buy his catch. Mean- 
while, the coral itself, which was alive 
in 1982, is now mostly dead as a result 
of sightseeing boats constantly an- 
choring by the reef. 

Nazri accuses the other A-hut 
builders of wanting easy money and 
not working hard enough. He himself 
works extremely hard, going as far 
away as Singapore to secure supplies 
and new products: recently he bought 
two windsurfers from Singapore. 
Today, as a result of overbuilding 
Nazri believes there is only a limited 
future in A-huts. He sees the future in 
diversifying into more up-market ac- 
commodation, though he is deterred 
by the state government's reluctance 
to re-zone his land in Tioman for resi- 
dential rather than agricultural use. 
(Tioman island has been declared a 
natural reserve and, with the excep- 
tion of the Merlin Hotel, all holiday- 
accommodation structures are, in 
theory, illegal.) 

There are few Chinese on the island 
and Nazri says that it is his dream to 
turn Tioman into the only town in 
Malaysia where the Malays will 
maintain a dominant role in business, 
though Malays still have much to 
learn about capitalism. According to 
a fellow traveller a Singaporean 
Chinese even in business, the 
Malays follow the group instinct. 

Had there been Chinese business- 
men on the island, added this ob- 
server, they would not all have gone 
into building more huts; some would 
have opened restaurants selling sea 
food; others would have set up a 
coconut-water stall (at present, the 
only drinks on sale are imported from 
the mainland — at higher-than-main- 
land prices); still others would have 
gone into setting up shops selling 
clothing and other goods which the 
islanders now buy from the main- 
land. Nazri agreed with these obser- 
vations. Perhaps what the Malay A- 
2 hut builders of Tioman need is а 
| Chinese management consultant. 

— N. BALAKRISHNAN 
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Overstated assets 


I have been surprised at your Manila 
correspondents’ references to the Cen- 
tral Bank of the Philippines’ overstate- 
ment of reserves last year “by some 
US$600 million,” when the American 
Chamber of Commerce said as early as 
April this year that the real figure was 
in the order of US$900 million, which 
was never denied. The difference can- 
not be considered minor as it takes 
more than one year to negotiate a 
US$600 million loan with the Interna- 
tional Monetary Fund — with the 
country sinking regularly and progres- 
sively in the process. 

With reference to LETTER FROM 
MANILA on the restoration of Intra- 
muros [19 July], which could be one re- 
deeming factor of the present regime, 
allow me to mention that when I heard 
of the project I gathered some albums 
of 1870-80 photographs which my 
family had saved in Europe, and took 
the trouble of taking them to Manila to 
be used as reference. I was told that it 
was very timely as one of the pictures 
included the building on which the 
work would first be started. 

When later on I noticed that the 
building going up was quite different, I 
was told that Mrs Imelda Marcos 


LETTERS TO THE EDITOR 





wanted to give these constructions a 
more “Antillian” slant. My hope that à 
serious restoration work like that of 
post- World War II Warsaw would be 
undertaken was quite shattered! 1 
felt this should be mentioned for the 
record. 

Mallorca, Spain W. A. BURKE-MIAILHE 
e The size of the central bank over- 
statement has been an estimate from 
the beginning. Moreover, as Jose 
Galang's story [29 Mar.] points out, the 
amount fluctuated over the year-long 
period this window-dressing was used 


A matter of interest 


Lincoln Kaye, in his article The state 
goes banking [16 Aug |, stated that the 
Monetary Authority of Singapore 
[MAS] (Amendment) Bill would enable 
the MAS to “provide such banking ser- 
vices as issuing and managing securi- 
ties" to "state-affiliated private com- 
panies." This is not so. These services 
would only be available to the govern- 
ment and public authorities and not to 
government-related private com- 
panies. In fact, Section 22(q) of the 
existing MAS Act already empowers 
the MAS to “undertake the issue and 
management of loans publicly issued 





How the company 
that makes copiers 


keeps employees that can’t 
= be Buried. 


CROSS 


SINCE 1846 


Why does Xerox make gifts of Cross writing instruments’? Because they believe 
productivity will multiply when you treat your employees well. We can reproduce 
your corporate emblem and provide personalized engraving. For our business gift 
catalog write A.T. Cross, 45 Albion Road, Lincoln, Rhode Island 02865 on 


your company letterhead. 





Louis Viton, L he art ol travel. 





Exclusive ly at the Louis Vuitton stores 
Hong Kong, Peninsula Hotel and at the Landmark • Singapore, Hilton Hotel « 
Melbourne, Hardy Brothers at 338 Collins Street „ Гарет, 505 Tung Hwa South Road • Seoul, Lotte Shopping Center • 


In Japan e Tokyo « Fukuoka « Hiroshima • Kobe « Kyoto « Nagoya • Osaka « Sapporo « Yokohama • 


Y Some people have a talent for 


travel. They look upon travelling as a fine art. 
These true connoisseurs require the best. It 
is for them that the Louis Vuitton craftsmen 


create luggage and perpetuate the tradition of 


custom-made work. 

These skilled artisans ensure that each 
trunk, suitcase and bag, be it of the classic 
“Monogram” line or the new “Challenge” 


line, bears the Louis Vuitton 
strength, durability and refinement 


They meticulously select their mate! 
traditional leather and brass. or innova 


space-age fabrics such as Kevlar*, as 
authenticate their work with the renowt 
initials. 

The Louis Vuitton concept of lugg 


unique. It has been maintained since 1854 


In Paris and the major cities of the world. 


LOUIS VUITTON 
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The Premier Services Card identifies you as one of a small and very select group of American Express Bank clients. 


Introducing Premier Services. 
One of the privileges of the privileged. 


Only a few of our clients require 
the very special type of security, 
convenience and peace of mind 
Premier Services™ is designed to 
assure. But those who do have 
come to depend on these services, 
throughout the world. 


Personal attention. Discretion. 
Responsiveness. These are what our 
clients have come to expect of a rela- 
tionship with American Express Bank. 

Now, as an American Express Bank 
client, you can enjoy the added advan- 

tage of Premier Services. It offers you 
travel and medical assistance, 24 hours a 
day any where in the world. And the 
convenience of a nearly unlimited range 
of personal services in London, Paris, 
New York and Miami. 

You are eligible if vou have a 
substantial relationship with American 
Express Bank and are a Gold Card® 
client of American Express Bank. 

The Premier Services Card is not a 
charge card.. We issue it to identify you 


as one of a small and very select group of 


American Express Bank clients. When 


American Express International Banking Corporation 


you have the use of Premier Services, 
almost any type of service is easily 


arranged through a single telephone call. 


Travel and medical assistance 
worldwide 


With a call to your multilingual 
Premier Services representative, you are 
assured of travel and emergency 
medical assistance, 24 hours a day, 
almost any where. You and your family 


have access to pre тр! medical attention, 


including supervised evacuation. 


Exactly what you want, 
exactly as you want it 

A single telephone call can also 
arrange many types of traditional con- 
cierge services—and personal services 
in London, Paris, New York and Miami. 

From a chauffeured limousine. ..to 
an exquisitely appointed private party 

„to yacht and aircraft charters. 

We will plan cultural or shopping 
excursions...arrange for the services of 
interpreters and translators...dispatch 
a representative who will meet you 
at the airport, to expedite vour 
arrival or your departure. 


Wherever you are in the world, 
whatever the hour, Premier Services is as 
near as the nearest telephone. 

How to learn more about 
Premier Services 


For more information about Premier 
Services—or about our other Private 
Banking services— please contact Brian 

Lendrum, First Vice President, American 
Express International Banking Corpora- 
tion, Connaught Centre, 28th Floor, 
Connaught Road, Central (G.PO. Box 3), 
Hong Kong. Telephone (05) 212 608. 

Premier Services from American 
Express Bank. One of the privileges of 
the privileged. 





American Express Bank 
Global Financial Network 


An American Express Company 
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are the main sources of credit funding. 
And, as economist John R. Hewson 
noted in his MAS-published 1981 
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mobile communications. The London 
Headquarters controls the system and the 
finance which supports it. There are — — p 
currently two new vacancies in the Finance Бий 
Е mud ee eee the Financial and 
Business Analysis Manager. — - | of service pe onmance. 
Rue PES" E 25 er packages will | 
Business Analyst Aga qualified Accountant. with at least 
This is a senior position responsible for 5 years' experience in budget preparation, 
business planning and for assessing the hinancial controllership and tana gement 
commercial viability of new service decision support, you will also need 
spn чор: and the financial impact of experience in microcomputer packages. 
technological advances on the financial Knowledge of international. 
and business plans. _ | telecommunications commercial and 
This demands a degree and over 3 accounting practices is Highly desirable and 
years' technical experience in satellite technical experience an advantage. | 
“systems, aeronautical or maritime You must have an excellent Command 
communications, as well as 5 as / of the English np a 
experience in cómmercial analysis and/or INMARSAT offers competitive salaries 
marketing. A professional presently (tax-exempt) and an excellent benefits 


MNMARSAT package. 
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If you seek an exciting professional 
challenge, send your per and career 
details, in English to: Robert Dahlgren, 
Personnel Manager, І 40 Melton 
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part to wipe ‘out the differences be- 
tween the different communities under 
the pretext of “national integration” 
and “national unity.” The Islamic 
state, it can be seen, is not an exclu- 
sively Muslim state but a federation of 
ummahs (communities) of different re- 
ligions and cultures committed to live 
harmoniously and in peace with one 
another. 

Petaling Jaya 






ple > each gr oup to live in keedan 
ith its own due aay ethic and cul- 









үө ии in Perfect ‘freedom. 
he vee of non- p i have been | 
FADLULLAH WILMOT 


Power and politics 

Chandra Muzaffar's excellent analysis 
of recent developments in the politics 
of the United Malays National Organi- 
sation (Umno) [THE 5TH COLUMN, 19 
July] made good reading. But Prime 
Minister Datuk Seri Mahathir 










te be founds in Europe until dude ed 
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consequences of the linkage of money, 
power and Umno polities, while they 
may have sounded like words of wis- 
dom, do not square with his deeds, 
especially with his appointment of 
Daim Zainuddin as finance minister. 
If the published accounts of Daim's 
rags-to-riches story are to be believed, 
one cannot help but infer that his suc- 
cess was largely predicated upon his 
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“Clarita Zaraspe [LETTERS, 26 J 
viously does 
-tion in Sabah. We Sabahans are in con- 
stant fear of our Lords and Masters in 
e Kuala. La 








ests i in business are tgo deep 
siv dada him to о as fi- 


The nation ee the e to expect 
Mahathir to insist that Daim should 
surrender his business interests to a 
blind trust for the period he acts as fi- 
nance minister. After ail, people who 
seek high public office must not 
be clean but must be Mum t 
New York. Е | 






‘new v Malays’ 


not know the true situa- 





npur: They have absolute 
power to:put Sabahans into prison 
under the Internal Security Act should 
we put up а case against the heavy 
influx of so-called refugees and run- 
away rebels from the Philippines into 
Sabah. : 

The colonialists in Kuala Lumpur 
provide no guidelines nor special pro- 
vision of who should be and who 
should not be given refugee status. 
They are in fact enmeshed into the so- 
ciety as Kuala Lumpur hopes tọ de- 
stroy D Ron mages sense of belonging 
or what. &-left:of it. Once this is 
destroyed, un Lumpur will have no 
fear that Sabah will break away.from 
the Ma daysian Federation. This "di- 
vide and rule" policy seems to work 
rather well. I support the contention of 
ҮТ [EETTERS; 28 June]: at present 
there are thousands of 10-15-yeat-old 
"Suluks" or “New Malays” engaged in 
shoe-polishing and car-washing enter- 
prises. They are so reluctant to go to 
school and I fear that nobody knows 
what occupations these teenagers will 
embark upon when they come of age. 

| ‘ANAK SABAH’ 


















reaction: to the now- коме concert. 
in Kuala Lunipur by the New York 
Philharmonic. Orchestra [REVIEW, 23. 
Aug.]. Every one knows that its musical 
director, Zubin Mehta, is also the,con- 
ductor of the Israel Philhar monieOr- 
chestra and an ardent supporter of Is- 
rael. There wasno objection on thát'ac- 
count. But the orchestra displayed an 
incredible lack of sensitivity in pro- 










posing to perform a work with а title | 


which would have put Malaysia: їп а 


most awkward situation 
Malaysia's stance with regard to ite 
Middie East Situations rshauld. a b 
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European ciothies i now повесін the influence of Ja- 
panese designers as Tokyo consolidates its re- | The. Ur 
cently acquired status as a fashion. « entre ! | 
ongside Paris, Milan, New York and. f 

The fashion-sector share of Japan's garment ap- 
-parel market was nearly ¥2 trillion (US$8.11 bi 
lion) in 1983. And affordable mass-market 
now offers Asia’s youngsters a fashionable irki- 
ness with which they can easily identify ar 
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= which, for once in history, reverses the traditional 
West-first, Asia-second order of style. FOCUS 
looks not only at Hongkong, where styles still on 
Western drawing boards are on the streets, but at other Asian capitals 
vying for a place in the fashion sun along with Japan. Pages 55- 74, 
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print of the Sino-British agreement | 
asthey prepare to become China’ S. 
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ple, but not Malaysia. 
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7 The brief detenti 
Officers throws light on three. years. 
of Tintrigue in Thailand. 





Page 16 
China shows off its Great Wall - — -of 
Steel and modern armaments. . 


Page 25 Mu cc HN 
A new law is passed in Malaysia — 
after an өш delay. 





reveals bt fie is the 'Goanna' but 
denies any criminal involvement. 
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tistan. conf iets on its 141- 
т ager da for full-scale de- 
> in the coming weeks. At 
ame time, it has agreed to | 
the East Timor dis- 
n tit next 
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recently ambassador 
| Philippines. 


ling discussion" 
! Philippines. 

р Malaysia to tighten 
| upon drug runners 
Malaysia's 
. Minister Datuk Musa Hitam 


has said the gover nment will 
amend Malaysia’s 


year 


the Cambodia item | 


Malays | 
+t tion; the dominant member of 





to the 


ment sources said Armacost 
and Virata had a “far-reach- 

about the 
— NAYAN CHANDA 


Deputy Prime 


Dangerous 


Drugs Act to enable it to de- | 
year s Bess “tain suspected drug traffick- 


ing organisers without trial 


for periods of up to two years. 


Rn of their detention. 


if 
Musa 


periods will occur 


thought necessary, 


Meanwhile, Raden , Supa- 


| than, an official of the United 


National Organisa- 


the ruling National Front co- 
alition, said existing legisla- 


tion had "failed to curb the 


drug menace" and called for 


| the automatic death penalty 


пе. fer possession of 10 g of heroin, 

















delete the Afghanistan item, 
iut the committee backed. the 
appeal of Pakistan, China and 
Bangladesh for keeping it on 











then approved the Icelandic 
elegate's proposal to defer 
he East Timor item until the 
40th assembly session. 

| — TED MORELLO . 


irata renews hints 
1 Aquino killing 

hilippine Prime Minister and 
i ince Minister Cesar Virata 















eport | on the assassination of 
enigno Aquino seemed to. 
ear out his remarks about the 
onsibility for the OEE 
enator's death. | 
Shortly after the kihis 
irata, then on a visit to Istan- 
al, said official involvement 
ould not be ruled out. At a 
shington press conference 
277 September he,sdeclared: 
EM that the tor mmissi 
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f those о to heal the 
ation.” : 
 in- "Washington Бйр 
for the World Bank апа Inter- 
national Monetary Fund an- 
nual meeting, Virata met 
senior US officials including 
Treasury Secretary Donald 
Regan and Michael Armacost, 
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{от further consecutive two- 
` There | 


-| tions which may keep him 


the uM m of state | 
e iili made 


instead of 15 g at present. 
are 94,000 
programmes, 


— JAMES CLAD | 

Prem 1 Undergoes more — 
| 

| 

| 


_ medical tests 


Barely three days after return- . 
ing from the United States, 
where heart specialists gave 
him a clean bill of health, Thai 


Prime Minister Prem Tin- 


sulanond entered a Bangkok | 


military hospital on 29 Sep- | 


er with. lung complica E 





away from his desk for up to a 
month. American officials de- 
nied they were embarrassed 
by the prime minister's appa- | 
rent relapse and said if he had | 
the ailment during a special 
medical examination two 
weeks before in Atlanta, 
Georgia, it would have been 





. detected. 


і" .fluenza . in late August and 
his trip to the US was ar- 
ranged after doctors also re- 


ported finding earlv evidence 
of possible heart disease. Med- 

ical bulletins issued after he 
entered Bangkok's Phra 
Mongkhut Hospital have been 
guarded about the retired gen- 
eral's condition. They con-. 
firmed, however, that he was 
suffering from a partial pul- 


| 
Prem came down with " 
| 
| 


monary occlusion and indi-]| 


cated further tests уеге being 
koe en JOHN MCBETH |: 


State Depart- |, 


addicts | 
registered with government | 
rehabilitation 
E 6, 000 of them women. 
he- agenda. The. committee | 






new rates range from 1096 
| year on deposits of up to 


lion, up from a uniform 9*5 


bank, the usually conservative 










Limits lifted on 
Australian stockbrokers 

The present 15% limit on indi- 
vidual foreign holdings in 
Australian stockbroking firms 


| will be raised shortly, accord- 


ing to Treasurer Paul Keating, 


and there are hints that the 
new ceiling may be 50%. The- 
government imposed the 15% . 


limit in April, after the Aus- 
tralian Associated Stock Ex- 


changes allowed brokerages | 
to incorporate and bring in | 
outside interests, to a maxi- - 


mum 50% equity. Until then, 
exchange rules had barr ed 
for eign holdings. 


Keating said recently that | 


the . much-eriticised ceiling 
had let Australian interests 
“pick over the bones" before 
big-spending foreign interests 


pushed up prices. Australian | 
into 


banks have moved 
brokerages since April, with 
Westpac Banking Corp. buy- 
ing 50% of Ord Minnett, the 
National Australia Bank buy- 
ing into A. C. Goode and the 
ANZ Bank into McCaughan 
Dyson. Foreign-owned mer- 


| chant banks have reluctantly 


taken 1596 Shares in smaller 


firms, with Wardley Australia 
! linked to Rivkin and Co, 

Hoare Govett to McIntosh and 
Morgan Grenfell to Horden | 
Utzand Bode. — HAMISH McDONALD 


Philippine National Bank 
‘raises deposit rates | 
The state-owned Philippine | 
National Bank (PNB) raised | 
its interest rates for savings | 





deposits on 1.Octeber. The 


P10,000 (US$555) to 15% on 
deposits exceeding P10 mil- 


PNB's move was followed by 
only one private commercial 


Philippine Trust Co. — 
The big commercial banks 
maintained a wait-and-see at- 


titude as they stuck to rates of - 


7-9%, though rates on larger 
amounts are. ^ usually 


negotiated. The PNB move 
came as a surprise to many, 


since some. banks had been 


having difficulty meeting de- 
posit-reserve requirements. 

Since the new rates were 
announced, there has been no 
perceptible movement of de- 
posits — and Citibank, which 


gained substantially from re- | 


cent mass withdrawals, does 
‘not foxes see апу, according to 


^ 
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A Hongkong magistrate’ 5 aie | 
ing that media representatives 
are not included among the 
members of the public allowed 
to attend committal proceed- 
ings in the Carrian case has 
aroused strong protest from 
-sections.of the local media. 
The ruling, modifying. an 
earlier total ban on any non- 
involved parties in the court- 
room, was made by Western 
Court magistrate Brian Suttill 





.following .intercession by 
Hongkong ‘Attorney-General 
Michael Thomas. 


` The five accused in the case 
| face charges relating to the 
sale. of. Gammon: House to 
Bylamson and Associates in 
1980 and to the 1981 stated 
profits of Carrian Investments 
(REVIEW, 4.Oct.). The Hong- 
kong Journalists’ Association 
‘has attacked the “dis- 
сгітіпаќогу” nature of: the 
latest ruling and moves to 
overturn it have been initiated 
by several publications... 

— A CORRESPONDENT 


Musa rejects Royal 
Commission into BMF- 
Malaysian Deputy | Prime 
Minister Musa Hitam has 
rejected Auditor-General 
|.Ahmad Noordin’s call for a 
Royal Commission of Inquiry 
into the Bumiputra Malaysia 
| Finance (BMF) Hongkong 
loans . scandal. BMF a 





== 


| wholly owned subsidiary of 


Bank Bumiputra, Malaysia's 
largest commercial bank — 
accumulated bad debts of at 
st. |. M$2.26 billion . 
(US$957. 63 million), owed 
mainly by the bankrupt Hong- 
kong-based Carrian group: 
Noordin said on 28 Sep- 
‘tember that a royal commis- ` 
sion would have powers to 
summon. witnesses and to - 
| compel testimony under oath 
— powers his own committee : 
(set up in January as an in- ` 
house Bank Bumiputra inves- 
tigation) lacks. Reacting on 29 
September, Musa cited the 
need for banking confiden- 
.tiality and the likelihood that - 
а commission could not secure 
.accessin Hongkong. _ 
. While officials from. Prime 
Minister Datuk Seri Mahathir 
Mohamad down have said that 
those criminally liable in the 
loans affair will be punished, 
Noordin claims: а al com- 












RETIRED RULER 


A report in the London Daily 
Telegraph that, during the Sino- 
British talks on Hongkong, 
agreement was reached on 
retaining a British naval presence 
in Hongkong as a “tripwire” to 
counter the Soviet presence in the 
South China Sea has been flatly 
denied by well-informed 
Hongkong sources. Possible 
future defence cooperation was 
“constructively” discussed 
during the talks but no specific 
arrangement was made, they say. 
Recently Britain refused to 
pledge any further funds to the 
United Nations aid programme 
for Cambodian refugees. When a 
UN official pointed out that a 
continuing stalemate over 
Cambodia would prolong the 
access enjoyed by the Soviet navy 
to bases in Vietnam, a senior 
Foreign Office official stated that 
Britain was unconcerned and 
had no interest in maintaining a 
naval presence in East Asian 
waters. 


GIFT OF LIFE 


Two North Korean saboteurs 
sentenced to death last December 
for the Rangoon mausoleum 
bombing have not yet been 
executed and possibly may never 
be, diplomatic sources say. 

Maj. Chin Mo, 30, and Capt. Kang 
Min Chul, 28, were found guilty 
of masterminding the 9 October 
1983 blast which killed 21 people, 
including four South Korean 


Инна n 


A 

The leader of the opposition Liberal 
Party, Andrew Peacock, was censured by 
parliament for failing to substantiate his 
recent claim that Prime Minister Bob 
Hawke was a "little crook,” it was report- 
ed (2 Oct.). 


BANGLADESH 

At least four people were killed and 
hundreds injured in fighting between 
rival political groups during a protest 


strike, it was reported (27 Sept.). Local 


Government and Rural Development 
Minister Mahbubur Rahman was dismiss- 
ed after the opposition accused him of 
responsibility for attacks on their sup- 
porters during.the strike, officials said 


(1 Oct.) 
CHINA 


‘The president of the Democratic Kam- 
puchea coalition, Prince Norodom 
Sihanouk, arrived fora five-day visit (29 
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cabinet ministers. The sources 
say Burmese authorities feel 
somewhat indebted to Kang, 
whose confession established 
beyond doubt that Pyongyang 
had ordered the bombing. Kan 
was blinded, had his right han 
blown off and suffered serious 
stomach wounds when he 
detonated a grenade after being 
cornered by Burmese security 
forces. Chin, who refused to 
confess, also survived a grenade 
explosion. A third man was killed 
by security forces while resisting 
arrest. 


Imelda Marcos, 
wife of 
Philippines 
President 
Ferdinand 
Marcos, made 
a surprise 
appearance at 
the World 
Bank and 
International 
Monetary Fund 
annual meeting in Washington 
while United States President 
Ronald Reagan was addressing 
the gathering. But her plan tosign 
on behalf of the Philippine 
Government a recently concluded 
World Bank loan agreement was 
cancelled without explanation. 
Her brother, Philippine 
Ambassador to the US Benjamin 
Romualdez, signed the agreement 
instead. The US$150 million loan 


Sept.). National Day was celebrated with 
a huge military parade (1 Oct.). 


HONGKONG 

The joint declaration on the future of 
the territory was initialled in Peking (26 
Sept.). Fr Patrick McGovern, a legislative 
councillor, died, aged 64 (29 Sept.). 


INDIA 

The army withdrew from the Golden 
Temple in Amritsar and handed it over to 
Sikh priests (29 Sept.). Troops re-entered 
the temple complex when young Sikh 
militants tried to take over several of its 
buildings (1 Oct.). 


JAPAN 

Police arrested 24 people after clashes 
with protesters who opposed the expan- 
sion of Narita airport (27 Sept.). 


PAKISTAN 


Seven top Lahore lawyers refused to de- 


was opposed by the US, which 
said its conditions were not tough 
enough. 


SHOW OF FORCE 


Pakistan has deployed anti- 
aircraft artillery units in the 
tribal areas of North-West 
Frontier Province, bordering 
Afghanistan, following recent 
attacks in Pakistani territory by 
the Afghan air force. The 
deployment of regular Pakistani 
forces.in the quasi-autonomous 
tribal areas is a major departure 
from tradition, whereby only a 
special tribal-area military force 
was maintained-in the region. 
Pakistani forces apparently 
have instructions not to shoot 
down intruding Sóviet-Afghan 
aircraft to avoid an escalation of 
tensions with Afghanistan, but 
Pakistan's military leaders 
believe the presence of the anti- 
aircraft batteries will deter air 
raids. 


DARK MUTTERINGS 


United States embassies and 
missions in Asia are letting it be 
known that, if re-elected, 
President Ronald Reagan will 
respond harshly should the New 
Zealand Government implement 
its election pledge to re-examine 
its commitments under the Anzus 
pact. What are described as "dark 
mutterings" have been heard, 
though nothing specific has been 
spelled out in the way of possible 
US retribution. 


fend 56 civilians being tried in camera on 
charges of terrorism and attempting to 
overthrow the government (26 Sept.). An 
Afghan aircraft bombed à Pakistani vil- 
lage killing 32 people, a government offi- 
cial said (28 Sept.). Three prominent op- 
position politicians were freed from house 
arrest, the official APP newsagency said 
(2 Oct.) 


Hundreds of students began a barricade 
of the University of the Philippines main 
campus to protest against sharp tuition- 
fee rises. At least one person died and 
about 40 were injured after a running 
battle between demonstrators and police 
in Manila (27 Sept.) 


SOUTH KOREA 

A convoy of North Korean trucks began 
arriving at Panmunjom delivering relief 
goods for South Korean flood victims (29 
Sept.) 
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As the people await the Agrava report, violence against protesters is probed 





By Guy Sacerdoti in Manila 


s if by way of a prelude to the 
A awaited report of the 
Agrava board on the assassina- 
tion of opposition leader Benigno 
Aquino — expected to implicate the 
military in his murder on 21 August 
1983. if not to accuse them of it — the 
Armed Forces of the Philippines (AFP) 
is, for the first time in 12 years, under 
direct public scrutiny and being forced 
to account for violent tactics employed 
to maintain publie order. 

In a move unprecedented since Pre- 
sident Ferdinand Marcos declared 
martial law in September 1972 (lifted 
in January 1981), the recently elected 
Batasang Pambansa, or national as- 
sembly, called for a formal parliamen- 
tary investigation of the violent dis- 
persal of anti-government demon- 
strators in Manila on 27 September. 

The 3-5,000. demonstrators, who 
pledged a peaceful march and rally 
from Quezon City to the Mendiola 
Bridge (a few hundred yards from 
Marcos' Malacanang Palace) were at- 
tacked with rocks, truncheons, water 
cannon, tear gas, smoke bombs, con- 
eussion grenades and sporadic gunfire 
from both M16 automatic rifles and 
handguns before they had even begun 
their march. One civilian died and 11 
were injured by police bullets during 
the 90-minute fracas. Scores of others, 
including government troops, suffered 
injuries from rocks and small home- 
made grenades. 

The national assembly, despite Mar- 
cos’ Kilusang Bagong Lipunan (KBL) 
party's two-to-one majority, unani- 
mously approved a resolution the same 
evening expressing "grave concern 
and grief" over the incident. Aside 
from condemning the use of violence 
and calling for "maximum restraint 
and tolerance," the resolution recog- 
nised "the rights of an individual to 
peacefully assemble without forcible 
interference." 

At the same time, the resolution call- 
ed for the assembly committee on jus- 
tice, human rights and good govern- 
ment, chaired by Justice Minister Es- 
telito Mendoza (who is also solicitor- 
general, governor of Pampanga pro- 
vince and a close Marcos associate), to 
investigate the dispersal, and report to 
the assembly before 5 October. 

In the context of the continuing 
political and economic crises plaguing 
Manila since Aquino's death, political 
analysts see the intensified military 
actions against demonstrators — as 
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Army in the spotlight 


well as the assembly’s attempts to de- 
fuse the situation — as related to the 
impending release of the Agrava report 
on the one hand, and, on the other, the 
critical talks under way in New York 
and Washington for an International 
Monetary Fund rescue programme for 
the beleaguered economy. 

Reports from sources close to the 
Agrava board have said the month- 
long delay in the release of the report 
has been due partially to disagree- 
ments between the members and par- 
tially to uncertainty as to how Marcos, 
the military and the public would react 
to its findings. 

Marcos categorically stated on 20 
September that he would follow the 
board's recommendations in filing 
charges with the proper legal au- 
thorities if the evidence warrants it. 
AFP chief of staff Gen. Fabian Ver — 
who himself has been the target of 
speculation during the board's delib- 
erations — also said in recent state- 
ments that the armed forces would 
abide by whatever the board decided. 

But the reaction of the public to the 
report remains a worrying unknown to 
both Marcos and the military. Many 
Filipinos long since have made up their 
minds that there was military complic- 
ity if not direct conspiracy to kill 
Aquino. And whether the evidence 
presented supports that contention or 
not, for a large segment of the public 
the report represents a test of credibil- 
ity — that the board is capable of con- 
tradicting the government and mili- 
tary version of the airport shooting 





— that the lone assassin was a com- 
munist, Rolando Galman 

Should the findings support govern- 
ment claims or fail to identify the cul- 
prits, there are fears of massive public 
indignation, with rallies which could 
well become violent. If the findings 
point to the military, however, dem- 
onstrations calling for Ver's or even 
Marcos’ resignation could result. 
Given this no-win situation for the 
military, opposition and student lead- 
ers point to the violent dispersal of the 
recent rally as a signal from the mili- 
tary of a tougher policy towards dis- 
sent generally, and a specific warning 
to the public about future rallies. 

But the assembly's immediate reac- 
tion to the 27 September violence and 
its own call for an investigation into 
the incident indicates Marcos' ap- 
proval of the investigation and — to 
some with close relations with the 
palace — even a possible distancing 
from the military by the president as 
the Agrava_ report's release. ap- 
proaches, Sources note, however, that 
this is not to say that Marcos did not 
himself approve tougher tactics. 


say, that the KBL would whole- 
heartedly support a resolution insti- 
gated by an opposition leader (in 
this case, Philippine Democratic 
Party—Lakas ng Bayan chairman Aqui- 
lino Pimentel) without clearance 


| t is unlikely, parliamentary sources 


from. Marcos. They say Marcos is ex- 
tremely sensitive to doubts expressed 
about the country's political stability 
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by both the 12-bank Advisory Com- 
mittee for the Philippines (currently 
negotiating a debt-rescheduling pack- 
age) and the United States Govern- 
ment, which recently has made public 
State Department and Senate Com- 
mittee reports that are apprehensive 
about current political trends in the 
country. 

Taking the military to task for the 
violent dispersal of demonstrators is a 
way of ameliorating some of these con- 
cerns, these sources say, while using 
the assembly for the first time as a 
venue for an investigation stresses 
that the need for greater compromise 
towards democratisation and public 
accountability, at least to some extent, 
has been recognised. 

Military testimony, all under oath, 
during the first day of the hearings on 1 
October was interesting both in the 
context of what happened at the rally 
and for what it implied about the value 
of military testimony in the Agrava 
hearings. The chief of the Metropolitan 
Command, Maj.-Gen. Prospero Olivas 
(who headed the military's investiga- 
tion into the Aquino assassination) and 
Manila's Eastern Command superin- 
tendent, Brig.-Gen. Alfredo Yson, tes- 
tified for 150 minutes that the 27 Sep- 
tember demonstrators moved forward 
on police lines first and that they threw 
tear-gas canisters. 

Olivas said flatly that the police 
never used tear gas and that no guns 
were fired. The two claimed they were 
unaware that anyone died as a result of 
the rally's dispersal. Yson told the 
committee that after Aquino's younger 
brother, Agapito, pleaded with the 
demonstrators not to throw stones at 
the police but to hold their ground even 
after the deadline to disperse had pass- 
ed, the marchers began to throw stones 
and tear gas. 

But eyewitnesses, including this cor- 
respondent, saw very different scenes. 
They saw the demonstrators link arms 
before the police sprayed the station- 
ary marchers with water, drove a 
Swat-team Jeep to within feet of the 
front line of Opposition leaders and 
lobbed smoke bombs. When those in 
the rally responded by throwing rocks, 
tear gas was lobbed by the police as 
well, though at least one demonstrator 
grabbed a canister and threw it back at 
the police. As about 1,000 onlookers 
gathered behind police lines after the 
initial dispersal, police opened fire 
with handguns and M16s. 

A second dispersal of regrouped 
demonstrators occurred an hour later, 
but police threw the first stones during 
the water barrage and fired their guns 
as they chased demonstrators into 
nearby residential areas. 

Opposition leader Lorenzo Tanada, 
86, who was allowed to testify for the 
last half hour of the hearing, affirmed 
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what many independent evewitnesses 
saw, calling the dispersal "the most 
brutal, cruel and savage way of dis- 
persing people who were unarmed." 
He said the attack was tantamount to 
the military becoming judge and 
executioner. If the military sus- 
pected that the marchers had violat- 
ed the law they should have made ar- 
rests and let the courts resolve the 
matter. 

Tanada said that on the morning of 
27 September he had received a letter 
which said the military was under or- 
ders to "shoot to kill" if the dem- 
onstrators reached Mendiola Bridge 
and did not disperse voluntarily by 
5 p.m. Defence Minister Juan Ponce En- 
rile, à member of the assembly com- 
mittee, immediately called for an in- 
quiry into the allegation. Olivas said 
following the hearing that the sub- 
stance of the letter was false. Earlier, 
he had admitted that despite his claim 
that no shots were fired, two policemen 
were placed under technical arrest for 
firing their guns. 


erhaps more important than 
Dp. statement, was his 

willingness to testify in the 
assembly at all. The former senator, 
an anti-Marcos stalwart, has always 
considered the assembly “a rubber 
stamp” of Marcos. He has boycotted 
elections and shunned the assembly. 
But, he said after the hearing: “Im- 
portant changes are happening, not 
only outside the batasang but in the 
batasang itself. The very fact that this 
investigation is going on with the 
majority of the members of the com- 
mittee belonging to the KBL isa sign of 
change. And if I do not take advantage 
of this change . . , I will feel as if I had 
not done my duty.” 

How much of a change the investiga- 
tion turns out to be, and whether it will 
affect reaction to the impending re- 
lease of the Agrava report, remains to 
be seen. But it is another clear indica- 
tion that at least certain levels of gov- 
ernment see the need to bolster its 
image — both at home and abroad. 

Political analysts constantly assume 
Marcos, by definition, must have a 
hand in any major political action 
taken by either the palace, the military 
or political institutions such as the as- 
sembly. But as one senior US official 
explained to the REVIEW recently: 
“You cannot expect a man like Marcos 
to give up power voluntarily. You have 
to take it away from him.” 

While sceptics will continue to see a 
palace hand in any investigation or in- 
quiry, it could just be that the 27 Sep- 
tember violence — and perhaps the 
Agrava report itSelf — will signal a 
serious move towards greater public 
accountability in the face of continu- 
ing political and economic change. J 
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HONGKONG 
* 
Question 
Ф 
time 
After the euphoria of the Sino- 


British accord, the small print 
comes in for scrutiny 





By Emily Lau in Hongkong 
A’ euphoria over the Sino-British 
joint declaration on the future of 
Hongkong begins to subside, local peo- 
ple are turning their minds to some 
nagging questions. While many would 
agree that the draft agreement pro- 
vides sufficient details on which to 
build a successful and democratic fu- 
ture, some issues are causing concern. 

Top of the list is the realisation that 
the draft agreement cannot be changed 
in any shape or form. Worries have also 
been expressed about the structure of 
the executive arm of the future special 
administrative region (SAR) govern- 
ment; the ability to retain existing 
rights and freedoms, many of which 
are denied to the population of China; 
the issue of who will control People’s 
Liberation Army troops in Hongkong, 
and the emotive and sensitive question 
of nationality. 

Throughout the Sino-British negoti- 
ations, Britain repeatedly had main- 
tained that any agreement reached 
would have to be acceptable to the 
Hongkong people. Since British 
Foreign Secretary Sir Geoffrey Howe 
visited Hongkong in August, it has 
been clear that the agreement would 
have to be accepted or rejected as a 
whole. No amendments would be en- 
tertained. 

This was emphasised by Hongkong 
Governor Sir Edward Youde at a news 
conference on the day after the initial- 
ling at which he commended the draft 
agreement to the people. "The UK 
Government [has] made quite clear that 
there is to be a transition in 1997. It 
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y David Bonavia in Peking 
ith monotonous regularity, British 
Foreign Secretary Sir Geoffrey 
lowe always makes the same reply to 
he question: How can Britain guaran- 
ee that China will stand by its promise 
o let Hongkong retain its capitalist 
em and way of life for 50 years 
‘its reversion to Chinese sover- 
nty in 1997? Howe’s invariable 
nswer is: Britain can do no such 
hing. . 
However, the Î eA hast- 
ns to add, Britain hopes China will 
eel bound by the need to be seen faith- 
to its treaties with other countries. 
s is hardly much comfort for people 
Hongkong, who will still be there 
fter 1997, in view of the giddy swings 
of. policy which have’ characterised 
Chinese domestic and foreign affairs 
= for the past 35 years. | 
Nonetheless, many students of con- 
temporary China would argue that the 
pendulum-swings in its politics : are 
gradually moving towards greater 
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sessment office hastily added that con- 
fidentiality was guaranteed. 

Some commentators had said the 
lack of confidentiality would discour- 
age people from expressing their true 
feelings for fear of being victimised, or 
even worse, if the submissions found 
their way into the hands of Chinese au- 
thorities. 
that the fact that the assessment office 
failed to recognise the importance of 
confidentiality from the start shows 
the insensitivity of government 
bureaucrats to the fears and aspira- 
tions of the local population, many of 
whom fled from communism. 


o add insult to injury, the assess- 

ment office is giving the public only 
six weeks to submit their views, two 
weeks less than the time given to com- 
ment on the earlier green paper on rep- 
resentative government, which was far 
less important. Six weeks is hardly 
enough time for the people to take in 
the immensity of what has happened, 
discuss it with their families and 
friends and form some intelligent opin- 
ion. 

Since the initialling, the Hongkong 
Government has made available more 
than 2 million copies of the joint dec- 
laration. The local branch of the 





бу. shows that China has a mixed record as s far as keeping 
о К agreements is concerned, depending on how it view them 


„equilibrium, especially in foreign rela- 


tions. China's alliance with the Soviet 
Union in the 1950s was followed by 
bitter hostility towards both super- 
powers in the 1960s, a sudden love af- 
fair with the United States in the 1970s 
and, in the 1980s, more evenhanded 
treatment of both, though still with a 
marked tilt to the West. 

Obviously, China's growing list of 


economic, cultural and technological. 


links with the capitalist countries in- 
creasingly strengthens its friendship 
with them, while the slight thaw in re- 
lations with the Warsaw Pact coun- 
tries is more a matter of common sense 
— to avoid war and carry on trade — 
than an expression of any nostalgia for 
the 1950s. 

But China's track record is not very 
encouraging when it comes to minority 
nationalities, and Hongkong Chinese 
— by virtue of their very different cul- 
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Chinese officials by surprise. it also re- 
flected a gross underestimation of the 
depth of the people's concern about 
their future. 

Since endorsement and ratification 
of the joint declaration is a foregone 
conclusion, many Hongkong people 
are already looking to the work that 
has to be done to ensure a smooth 
transition. One area of major concern 
is the structure of the SAR govern- 
ment, though many welcome the provi- 
sion that the SAR legislature will be 
constituted by elections and the éxecu- 
tive will be accountable to the legisla- 
ture. 

According to the draft agreement, 
the chief executive will be chosen by 
election or by consultations and be ap- 
pointed by the central government in 
Peking. He will also nominate princi- 
pal officials. Some people fear that Pe- 
king may appoint its own man to be 
chief executive, who will in turn ap- 
point pro-Peking officials. In order to 
avoid.suspicion and to boost confi- 
dence, local leaders hope it will be 
stated clearly in the basic law how the 
chief executive will be selected and 
that the basic law will also specify that 
Peking's endorsement will only be a 
formality. If the Chinese leaders 
agree to this, it will be a further indi- 
cation of their и in giving Hong: 





often, minorities have been beguiled 
with “United Front" tactics and per- 
suaded to enter a confederation with 
the Han Chinese, only to find their cul- 
ture trampled on, their languages dis- 
regarded and their public figures im- 
prisoned within а few years. 

Some amends have now been made 
to the Tibetans and other ethnic groups 
who have' suffered in this way from 
Han chauvinism, but the apologies 
from Peking for past maltreatment 
seem likely to be only a breather in a 
long-term” policy of SIRE 
minorities ` А 
In Hongkong, of course, it is. sociali- 
sation and not Sinicisation that pre- 
sents the Lowe иеш 10 stability 
and prosperity: ' 





"he most didtasteful: aped of ¢om- 
. munist states is their disregard for 
tie individüal's civil and legal rights. In 
British-ruled Hongkong these ате tol- 
erably welllooked after, though justice 
can err sometimes, and anywhere there 
are poor people there is injustice. But 

even a superficial perusal of the main- 
land media shows that the neat апа 
"equable"- legal. ‘system introduced 
from 1980 on is still vastly s subordinate 
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esie pd the Question of Chinese in- 


terference is still a major worry on 
many Hongkong people's minds. Just 
two days after the initialling, a 
member of the Chinese negotiating 
team, Lu Ping, talking to Hongkong re- 
porters, expressed concern over Hong- 
kong's huge budget deficits of the past 
two years and said if deficits were al- 
lowed to continue they would soon de- 
plete the Exchange Fund — Hong- 
kong's reserves. He said he hoped the 
Hongkong Government would handle 
this problem properly. 

Lu's comment was made on the eve 
of the arrival of a government delega- 
tion to attend China's 35th National 
Day celebrations. The leader of the 
group, Chief Secretary Sir Philip Had- 
don-Cave, was mobbed by reporters 
when he disembarked at Peking air- 
port. Looking harassed yet trying to 
put on a brave face, Haddon-Cave said 
Hongkong had always worked on the 
basis of a balanced budget. 

"The fact that we've run into a defi- 
cit situation in the last two years is not 
surprising and the budget will be back 
in balance in due course,” he said, add- 
ing that the government had plans to 
balance the budget in the next two 
years. He said the affairs of Hongkong 
were still the responsibility of the 
Hongkong Government, but anyone 
was free to comment on them. 

While China may well be genuinely 
worried about the financial well-being 
of Hongkong, the open voicing of re- 


The official People's Daily recently 
told the story of a 75-year-old man 
whose 30-year grievance over some 
confiscated property had been sup- 
pressed by the Xian municipal party 
committee, despite orders from Presi- 
dent Li Xiannian to right the wrong in 
question. This is rather as if Hong- 
kong's Tsuenwan district authorities 
had insisted on evicting a hawker, des- 
pite an order in the territory's Execu- 
tive Council from the governor in- 
structing that he be left alone. 

Viewing the Hongkong agreement as 
a matter between the Chinese and Bri- 
tish governments, it is instructive to 
examine how well China has stood by 
its international agreements in the 
past. The Soviet Union would doubt- 
less argue that China broke the two 
countries’ treaty of peace and 
friendship when Peking began its anti- 
Khrushchev polemics in the late 1950s. 
China would argue that the Soviet 
Union violated the treaty's spirit when 
it withdrew its technical experts in 
1960. Matters of such importance can 
hardly be contained by scraps of 
paper. 

Vietnam would accuse China of vio- 
lating its agreements with the “puni- 
tive, self-defensive” invasion of 1979, 
whereas Peking could claim Vietnam 
was illegally occupying or trying to oc- 
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LA on parade: controversy. 


servations about how the territory is 
being run before the ink on the joint 
declaration was dry inevitably fuelled 
suspicion over China's claim that it 
would not interfere. 





nother area of concern in the joint 
declaration is the provisions con- 
cerning rights and freedoms. Although 
it is stated clearly that the SAR "shall 
maintain the rights and freedoms as 
provided for by the laws previously in 
force in Hongkong," some questions 
have been raised as to whether China 
would honour its pledge since it denies 
such freedoms to its own people. 
To this, Executive Council (Exco) 
member Lydia Dunn merely replied: 
"This is an agreement between two 


cupy parts of its territory (there has 
never been a comprehensive border 
settlement between the two countries). 
India would make similar accusations 
regarding breach of its 1954 friendship 
treaty with China. China and India 
fought a brief border war in 1962. The 
border dispute remains unresolved, 
though progress on a solution appears 
to have been made. 

Charges of bad faith in matters of 
border delineation are meaningless if 
there is no comprehensive settlement 
previously arrived at. Every party to a 
border dispute considers itself to be in 
theright, and anyway there is no signi- 
ficant border dispute between China 
and Hongkong. 


hat is worth noting is that there 
have never been public frontier 
disputes between China and the five 
countries — Burma, Nepal, Pakistan, 
Afghanistan and the Mongolian Re- 
public — with, which Peking has 
reached border agreements. And 
China has no comprehensive border 
settlement with North Korea, which 
demonstrates that ill-defined frontiers 
may be overlooked indefinitely, if the 
political will is there, but can become 
casus belli if political relations de- 
teriorate. 
Widening this conclusion to include 





paeem. 


Both gc overniments have pledged 
their honour. They have committed 
their honour internationally. That is 
not something to be taken lightly." 

The joint declaration also referred to 
the International Covenant on Civil 
and Political Rights and the Interna- 
tional Covenant on Economic, Social 
and Cultural Rights, saying the provi- 
sions which apply to Hongkong at pre- 
sent will remain in force after 1997. 
However, China is not a signatory to 
the two covenants itself 

The intention to station PLA men in 
Hongkong caused considerable con- 
troversy when it was announced un- 
equivocally in May by strongman Deng 
Xiaoping. Since then Hongkong seems 
to have become resigned to it. But it is 
not stated in the draft agreement whe- 
ther the PLA would be answerable to 
the SAR or to Péking. Nor was it made 
clear whether Hongkong people would 
be required to Serve in the PLA. It was 
left to a vice-director of Xinhua's 
Hongkong branch, Li Chuwen, to con- 
firm that the PLA would be subject to 
the SAR as well as Chinese laws. He 
said the question of conscription had 
not been decided (though there is no 
conscription in China itself). 

On the highly emotive issue of na- 
tionality, Youde rejected claims that, 
since it was dealt with in a separate 
memorandum — and not in the an- 
nexes — China and Britain had agreed 
to disagree. He reiterated the British 
commitment to provide the present 
British Dependent Territories Citizens 





all matters of relations between China 
and other countries, it can be seen that 
China adheres to its treaty obligations 
when political relations make this 
expedient, but does not regard them as 
insuperable obstacles to any actions 
which Peking urgently desires to take. 
It was British Prime Minister Margaret 
Thatcher's failure to understand the 
Chinese view of the mere relative value 
of treaties that induced her to anger 
Peking's leaders by waving the three 
treaties ceding Hongkong to Britain 
under their noses in 1982 

In Hongkong's case the temptation 
to violate a treatv obligation could be 
especially strong since Hongkong after 
1997 will be incontestably a part of 
China and therefore viewed by the 
Chinese and by many other people as à 
domestic matter of China. Whether Pe- 
king disregards the 1984 agreement 
will be simply a matter of its future 
rulers' judgment of the political and 
other benefits or disadvantages of such 
a breach. 

Thus Howe's hope that China will 
stick to the agreement in order to арч 
pear reliable in the eyes of other coun- 
tries is purely a speculation on the 
order of priorities in Chinese foreign 
and domestic policy after 1997, which 
nobody at this stage can hope to pre- 
dict. п 
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m to new British pa 
also confirmed that no non-Chinese re- 
sidents of Hongkong who do not wish 
to become Chinese nationals would be 
left stateless, as "appropriate provi- 
sion will be made for them in British 
legislation." 

The crux of the problem is that 
Hongkong people want the freedom to 
leavetheSAR if the going gets rough. A 
British passport will not provide that 
assurance since, for all intents and 
purposes, it will be invalid in the SAR 
as well as the rest of China. In the 
Chinese memorandum, it is stated that 
China will permit Chinese nationals in 
Hongkong who were previously 
BDTCs to use travel documents issued 
by Britain for the purpose of travelling 
to other states and regions. They will 
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China. 

On paper, the joint declaration looks 
perfectly respectable and acceptable. 
But Hongkong people will only be fully 
reassured when they see the provisions 
are properly implemented. There is no 
doubt the historic document has pro- 
vided an adequate framework on 
which to build a democratic, prosper- 
ous and stable future. As legislative 
councillor Selina Chow said: “The ball 
Is now in our court. Itis up to the Hong- 
kong people to make it work.” 

What is now being awaited eagerly is 
to see whether, with the goodwill and 
cooperation of China and Britain, 
Hongkong people can build for them- 
selves a prosperous, democratic, effi- 
cient and uncorrupt administration. J 
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A Great Wall of steel 


The People’s Liberation Army proudly parades its military muscle 
for the first time in 25 years at National Day celebrations 





By Mary Lee in Peking 


T he prominence given to the People's 
Liberation Army at China's 35th 
National Day parade on 1 October and 
the troops' display of discipline and 
weaponry undoubtedly boosted 
morale within this troublesome ele- 
ment in the country's modernisation 
drive. 

Deng Xiaoping, China's most 
powerful leader and chairman of the 
Chinese Communist Party (CCP) Cen- 
tral Military Commission, has been 
trying since 1978 to eliminate fac- 
tionalism within the PLA, with less 
than complete success. In putting eco- 
nomic modernisation before politics, 
Deng has faced considerable resistence 
within the PLA, which had assumed a 
major political role since the mid- 
1960s. In 1978, he inherited from 
former CCP chairman, Hua Guofeng, 
an army which still believed in the rad- 
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ical-Left motto, “If one is ideologically 
good, one will naturally know how to 
fight,” espoused by Lin Biao, defence 
minister under the leadership of the 
late chairman Mao Zedong. 

However, at the National Day cele- 
brations marking the anniversary of 
the founding of the People’s Republic, 
Deng's policy of turning the PLA into a 
modern fighting force by the end of the 
century, under the leadership of the 
party, seemed well under way. The 
military parade — the first since 1959 
— was not intended as a show of force 
but as a display of defensive strength, a 
government spokesman said. One 
foreign military observer, referring to 
the parade, said: “What they have got 
is a threat to Moscow” 

This is perhaps an overstatement, 
given thata flypast of about 70 aircraft 
consisted largely of old Soviet-de- 
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"op 1960s-vintage Soviet MiG 
fighters. The huge number of 'spec- 
tators attending the celebrations 
hardly noticed the flypast, which was 
to have climaxed the 40-minute-long 
military portion of the parade, because 
of a thick haze. Those who did see it 
said the air show was most disappoint- 
ing. 


Н: the air force's perform- 
ance was more than compensated 
for by a ground display of relative- 
ly modern military equipment. The 
armament included battle tanks of 
Soviet design, 152 mm howitzers, Jeeps 
fitted with anti-tank recoiless rifles, 
armoured personnel carriers (which 
observers said were Brazilian-made) 
and China's latest CSSX4 inter-conti- 
nental ballistic missiles, capable of 
carrying five-megaton warheads, with 
a range of 7-9,000 km. Also on display 
were China's older CSS1 and CSS2 and 
intermediate-range ballistic missiles, 
designed to deliver 20-kiloton 
warheads and capable of ranges up to 
1,100 km and 2.5-4,000 km, respec- 
tively. Surface-to-surface and surface- 
to-air missiles were also on 
view, as were multi-barrelled rocket 
launchers. 

The PLA on parade projected itself 
to be what the official People's Daily 
recently described as “a Great Wall of 
steel which enables China to carry out 
the Four Modernisations.” At the cele- 
brations, the PLA was given these 
guidelines by Deng: “In the seriously 
deteriorating international situation, 
we must strengthen our national de- 
fence. The PLA must be alert at all 
limes, constantly improve their mili- 
tary and political qualities and strive 
to gain knowledge and ability for mod- 
ern warfare. " 

But Deng's overall priorities were 
equally clear: “Our primary job at pre- 
sent is to reform systematically what- 
ever is impeding our progress in the 
existing economic structure," he told 
the nation. 

In line with the display of so-called 
defensive military strength, Deng call- 
ed for a peaceful reunification with 
Taiwan which, he said, *was rooted in 
the hearts of all descendants of the Yel- 
low [China's first| Emperor." The issue 
of Hongkong was placed firmly in a 
foreign-policy context as an example 
of a settlement of international dis- 
putes through negotiations, along with 
maintenance of world peace, the relax- 
ation of international tension, the re- 
duction of nuclear and other arms 
races, opposition to aggression and 
hegemonism, and openness to the out- 
side world. 

It was clearly Deng's day, with the 
PLA in good form, prosperous pea- 
sants in Western suits declaring that 
the contract-responsibility system was 
good, and a seemingly endless pro- 
cession of happy and prosperous work- 
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Stay aloft 18 hours. 


TM _ “The incredible Hercules! 
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i one Hercules can do the 
rcraft, and do it better. 
pate cat nic and visual surveillance 
die and it meets all ICAO requirements for 
search and rescue. 

It has space enough to stow afl and survival gear. 
And it can drop them through its 10' x 9' rear opening. 
And, when not conducting maritime patrol missions, the 
Hercules can be converted quickly and easily to the cargo 
transport or other mission configuration. 

Over the years, Lockheed has never ceased to improve 
the Hercules. In comparison to the first Hercules, the 
maritime patrol version you order will have an increased 
engine power of 20%, an increased cruise speed of 6%, 








increased range of 52%, and an increased payload of 22%. 


And, most important, becauseof the punishing duty а 
maritime patrol plane is subjected to, its structural life 
has been significantly increased! 

If you need an aircraft that can monitor 275,000 
square nautical miles in a single flight, patrol 2,500 
nautical miles at low altitude, ant. y aloft 18 hours, 
you need a Hercules. 

For more information on fiow th ercules can serve 
your nation as a maritime pa , contact Director 
of International Marketing, Lockheed- Georgia 
Company, Zone 1, Marietta, GA 30063, U.S.A. Telex: 
542642, Lockheed Mara. 
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Friends under the gun 





North Korea delivers promised relief aid to the South, 
but hopes dim that closer links will follow 


By Shim Jae Hoon in Seoul 


A the morning mist lifted from 
the distant hills and rice paddies 
of North Korea, a convoy of several 
hundred trucks rolled slowly towards 
the South, meandering across a narrow 
strip of no-man's land dividing the two 
hostile Koreas to the Panmunjom 
peace village. Freshly. painted olive 
green, some 700 North Korean vehicles 
were bringing rice to victims of floods 
which devastated parts of the South in 
September. 

The spectacle of this friendly ges- 
ture, unfolding as it did below the 
heavily fortified surrounding hills and 
near the  electrified fences, the 
guardposts and the. bristling gun 
emplacements which symbolise 
North-South tension in the de- 
militarised zone (DMZ), was matched 
only by its historic significance. It was 
the first such transfer of goods be- 
tween the two sides since 1945, when 
the country was divided. 

Since then, a generation of Koreans 
have fought a bloody war, which killed 
or maimed at least 3 million people. 
But on the morning of 29 September, as 
North and South Korean officials 
smiled and exchanged handshakes at 
the border, they seemed to be dispel- 
ling the decades-long nightmare of 
conflict and confrontation. 

For two days, in the southern sector 
of the DMZ, the North Koreans un- 
loaded 7,200 tonnes of rice, 500,000 m 
of cloth and 759 boxes of medical 
supplies. Meanwhile, at the southwest- 
ern port of Inchon, near Seoul, 65,000 
tonnes of cement were being unloaded 
from eight North Korean ships. When 
another ship carrying cement ran 
aground on its way to Inchon, the 
South Korean Red Cross expressed re- 
grets, saying a replacement shipment 
was not necessary, The North insisted, 
however, and a new shipment arrived 
the next day, fulfilling the promised 
65,000-tonne offer to Seoul. 

At the east-coast port of Pukpyong, 
another delivery point agreed upon by 
the two sides, four more North Korean 
ships docked with 35,000 tonnes of ce- 
ment. It was as if the government of 
North Korean President Kim Il Sung 
was bent on showing its prowess — 
with a vengeance — for producing and 
delivering the goods. 

Whatever Pyongyang's motives, the 
goods arrived and the South Korean 
Red Cross issued a statement thanking 
their North Korean counterparts for 
the humanitarian and compatriotic 
gesture. But if the northerners were 
generous with their gifts, they were 
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hardly forthcoming on the political 
front — the area in which Seoul was 
most interested in making progress. 
Paek Nam Jun, who represented 
Pyongyang's Red Cross at the Pan- 
munjom transfer point, rejected re- 
peated offers by his Seoul counterpart 
to take him and his press delegation to 
the South Korean capital. At Inchon 
and Pukpyong, northerners declined 
similar invitations to be billeted at 
local hotels. They ate and slept on their 
ships, except for one lunch ashore at 
the invitation of the South. And in 
Seoul, the South Korean Red Cross 





cancelled scores of hotel rooms it had 
reserved for North Korean officials 
and a northern press party when their 
invitations were declined. 


I: the end, as soon as the deliveries 
were completed, all turned back, po- 
litely accepting 1,600 suitcases pre- 
sented them by their hosts. Each con- 
tained a cassette radio, a quartz wrist- 
watch, some high-quality material for 
suits, blankets, children's wear and 
even ladies' stockings and brassieres. 
Worth about US$750 at current export 
prices, the "return gifts" from Seoul 
were handed out to every North Ko- 
rean truck driver. 


Se See - 


The gifts were not likely to melt the 
hearts of the North Korean visitors. At 
a news conference, Paek, though say- 
ing the North would similarly accept 
relief goods from the South, remained 
evasive on the prospects of North- 
South trade. “Tension still runs high 
between the two sides and it has to be 
removed before economic exchanges 
could take place,” he said. When asked 
about torrential rains which hit the 
North recently, Paek replied: “Yes, 
there was a heavy rain. But we've an 
excellent irrigation system which 
avoids floods.” 

It was clear the North wanted to 
treat its show of goodwill as a separate, 
one-off affair, focusing mainly on its 
propaganda benefits. In the North, the 
South’s acceptance could only be seen 
as confirmation of Pyongyang's long- 
standing claim that Seoul is an im- 
poverished city full of paupers and 
exploiters. And, in the North's view, 
the rest of the world would perhaps see 
the rice shipment as a new gesture of 
reconciliation on Pyong- 
yang's part, coming close on 
the heels of its recently an- 
nounced  foreign-invest- 
ment law — aimed at open- 
ing the North's door to 
Western capital and tech- 
nology. 

In the South, pessimism 
ran high as officials met a 
stolid North Korean refusal 
to extend the relief mission 
to a full-fledged Red Cross 
conference designed to 
reunite families divided by 
the North-South conflict. 
There are 10 million people 
in the South with relatives 
in the North and they have 
not been able to communi- 
cate with them since the 
start of the 1950-53 war. 
The issue of family reunion 
has recently come into the 
limelight as Koreans living 
in China and the Soviet ter- 
ritory of Sakhalin have 
been coming to Tokyo and 
Seoul to meet their rela- 
tives. 

Perhaps reflective of this 
negative mood, which 
dampened the rare 
humanitarian spirit shown over the re- 
cent flood victims, was South Korean 
President Chun Doo Hwan's Armed 
Forces Day speech on 1 October in 
which he blasted Pyongyang for talk- 
ing peace while preparing for war. 

Chun criticised the North for pro- 
posing a unification conference just 
before starting the 1950 invasion, for 
digging underground tunnels while 
holding Red Cross meetings with the 
South in 1972 and "shipping bombs to 
Burma" shortly before proposing a 
tripartite meeting. *We sincerely hope 
that there are no wicked schemes lurk- 
ing behind their [recent] smiles," he 
warned in the speech. п 
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Top Cover For 
Top People 


USSL 200000 
„Increasing to 'É 
USS1L500,000 


Top Protection For Business Travellers 

As a frequent traveller, you are no doubt concerned about the 
quality of your travel accident insurance which must give you 
maximum protection not only in value, but also maximum 
protection in scope. 


At the International Airline Passengers Association, we understand 


the needs of the frequent traveller, and have custom-designed 
through the world-famous Lloyd's of London a competitive and 
high-value travel accident insurance for our over 100,000 elite 


members in 174 countries. Because of our large-volume purchasing 
power, IAPA/Lloyd's rates are also the lowest available anywhere. 


High Value Plus Automatic Bonus 

In your first year, you may select cover up to US$1,200,000. 
This is more than three times the amount normally available. 

Your renewal bonus then pushes this up, at no additional cost 


to you, by as much as 25% after three years to as high as 
US$1,500,000! 


Your unique IAPA/Lloyd's cover protects you 24 hours a day, 
365 days a year — whenever, wherever, and however you travel 
as a ticketed and/or fare-paying passenger by air, land, or sea on 
any officially licensed common carrier: planes, ships, ferries, 
taxis, helicopters, hovercraft, commuter trains, tubes, buses... 


Your IAPA/Lloyd's cover pays out in addition to any other 
insurance you may have, and provides you with three additional 
benefits: Hospitalization pays up to 30 days for covered 
accidents; disability benefits start on the 13th month for a 
maximum of 60 months; and dismemberment is also included. 





O J want to join ГАРА! 


Please enroll me as an ІАРА member. | understand my membership 
becomes effective on the date my payment is received. | have ticked 
below the membership class | require. | will receive a BONUS cover 
age for uninterrupted membership which increases my coverage by 25? 


after three years. 























A 4th Year | Daily Monthly 
| Coverage Including Hospital Disability | 
Fe Automatic Bonuses Benefit Benefit 
US$1,500,000 - USS150 | 554,800 
US$1,000,000 | ussi00 | 0593200 
USS 500000 | USS 75 | USSi,600 | 
USS 250,000 uss 50 | USS 800 
USS 125.000 USS 50 USS 400 
in Я USS $62,500 | USS 25 USS 200 
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insurance effective upon receipt of payment. Hospital benefits pay up 
to 30 days for covered accidents. Disability starts on 13th month for 
maximum 60 months. All member benefits and services apply 


CJ Cheque enclosed (make payable to IAPA) LJ Bill my company 


Charge % 
[] American E «press C] MasterCard O Visa O Diners О Carte Blanche 
Credit card number 
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Prestige • Savings e Comfort e Convenience 

When you join IAPA, you are a recognized traveller. Depending 
on the travel protection you require, you select your own level 
of membership, and you will automatically enjoy a full range 
of practical IAPA benefits and services: 


* Preferred VIP rates at over 2,000 international hotels 
* Substantial savings at leading car rental agencies 

* Worldwide luggage protection and retrieval service 

ж Access to ТАРА airport lounges 

* Free “members-only” travel magazines and newsletters 


Savings from the above benefits alone will help recoup the cost 
of your membership fee, but we do more for you 


The World's Oldest, Largest, And Most Influential 
Travellers Association... It Makes Sense To Belong 


When you join ІАРА, you are no longer a lone traveller because 
you have the strength of over 100,000 fellow members right 
behind you. Your concerns are important. Your opinions count. 
As the world's oldest travellers association (established in 1960] 
we have constantly spoken out on behalf of our elite member 
ship for greater travel safety, comfort, convenience, and econom 
Join now and get the strength of IAPA behind you! 


Your Satisjaction Guaranteed, Or Your Money Back! 
Your satisfaction is important to us. If for any reason you are 
not happy with your membership, notify us for an immediate 
refund. 
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Fill in and mail to. International Airline Passengers Association 
BPO Box 20282. Hennessy Road | 

Or nv: - x ] 14 mor WA ; | | 
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Date of birth. 


Company. 


(^ bostess in your sarong kebaya 
you care for me as only you know bow 
across four continents of the earth in the luxury 

of the world's 
most modern fleet. 
Singapore Girl 
youre a great 
way to fly 
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The Boub tard Hotel, 
O ye The Boulevard Hotel Singapore responds to the needs 
Ingi e of the frequent traveller. If work brings you to Singapore, 


consider our Business Class. Rooms with king-size beds, 
office-size desks and breakfast on the house. A lounge with 
complimentary drinks at cocktail time and private phone 
booths for your confidential calls. There's a girl-Friday to 
handle secretarial essentials. Word processors for perfect 
Iyping. We can even give you a complete private off ce. 





High TAA 
If it’s pure pleasure, we are right by Orchard Road, yet 
you can look on to the lush green slopes across Orchard 
Boulevard. Everything about our hotel has a brisk young 
air, from the stunning modern art of our atrium to the crisp 
styling of our rooms. Friendliness and efficiency denote our 
service. After all, a frequent traveller demands no less. 





BOULEVARD HOTEL 


200, Orchard Boulevard, Singapore 1024. Telex: RS 21771 BOUTEL. Cable: BOUTEL AFFORDABLE. (i Ux URY 
GOODWOOD GROUP SINGAPORE — GOODWOOD PARK * BOULEVARD HOTEL SINGAPORE * YORK HOTEL * LADYHILL HOTEL 

Reservations Worldwide. Kim T Golden Tulip Hotels. Utell International. 

Australia, Japan and USA: Southern Pacific Hotel Corporation. Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. Your travel agent or airline 
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MALAYSIA 


An uncharitable act 


Parliament passes a law curbing court awards for 
fatal accidents, and the king belatedly signs it 


By James Clad in Kuala Lumpur 


fter an awkward seven-week de- 

lay, Malaysia’s Yang di-Pertuan 
Agung, or king, approved on 4 Sep- 
tember a civil-law amendment making 
controversial changes to court awards 
for fatal accidents. But the manner in 
which the government prepared the 
Civil Law Amendment Act 1984 and 
pushed it through parliament also has 
aroused many misgivings and much 
grumbling about the handling of the 
affair. 

The origin of the new law lies 
primarily in Prime Minister Datuk 
Seri Mahathir Mohamad's attack in 
November 1983 on a “trend towards 
more litigation for bigger [court] 
awards” in Malaysia. The courts, he 
told a law conference then, were "re- 
tarding the country’s development by 
prematurely . adopting mores and 
ethics that are foreign to us.” In his 
view, a newly industrialising economy, 
such as Malaysia’s, could not afford 
expensive insurance to guard against 
costly litigation, though such protec- 
tion might be appropriate in older in- 
dustrial countries. 

The prime minister's qualms even- 
tually emerged in what legal sources 
describe as a “hastily and imperfectly” 
drafted amendment bill, presented to 
parliament's lower chamber on 18 
July. The bill sharply pruned back 
compensation for “loss of consortium ... 
loss of earnings” and other damages 
for accidental death of kin. The gov- 
ernment’s huge majority (132 of 154 
seats) pushed the amendment through 
the same afternoon with scarcely a 
murmur. Apart from the man intro- 
ducing the bill, Deputy Home Affairs 
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Minister Radzi Ahmad, only two mem- > 


bers bothered to speak on the bill. 

However, as the new law’s implica- 
tions gradually became known, trade 
unions, women’s organisations and the 
Malaysian Bar Council began to com- 
plain. One submission said the changes 
“do not take into consideration the so- 
cial and economic life of the people of 
Malaysia.” For example, the new law 
sets at 55 the age a deceased person's 
economic life would have ended had he 
lived, though most Malaysians work 
well beyond that age. Bar Council vice- 
president Param Cumaraswamy also 
claimed that "virtually all" the provi- 
sions in the amendment are "for the 
benefit of the insurance companies" — 
a charge that some in the industry have 
rebutted. 


A from these objections, there is 
also dismay that the government 
seems reluctant to acknowledge that 
an incomplete draft of the law was in- 
advertently introduced and passed in 
parliament — an administrative error 
not reported by the local press. Belated 
reaction to the bill's passage also has 
focused on the effectiveness of Malay- 
sia's parliamentarians; that so few 
MPs bothered to contribute to the de- 
bate has attracted adverse comment, 
as has the government's rushed handl- 
ing of the amendment. It is known that 
Radzi only learned about the bill when 
he received it a day before delivery — 
deputy ministers do not sit in the 
cabinet, 

A 15 September article in the in- 
fluential Malay-language newspaper 
Utusan Malaysia said: "The general 
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ramifications through the heated dis- 
cussion following passage of the law... 
MPs, especially the government s sup- 
porters, must play a more active rolein 
discussing matters affecting the peo- 
ple's interest." 

The matter became awkward for 
another reason. On 17 August a former 
top-level official of the United Malays 
National Organisation (Umno), the 
dominant party of the ruling National 
Front, sent a personal telegram to De- 
puty Prime Minister and Home Minis- 
ter Datuk Musa Hitam — who also 
serves as Umno's deputy president, 
The telegram drew a parallel between 
the civil-law amendment and govern- 
ment-sponsored changes to Malaysia's 
constitution in 1983, The former offi- 
cial, now a businessman, urged Musa 
to have the bill brought back to parlia- 
ment for further consideration. 

Whatever the reasons behind the 
king's slowness to sign the bill, thelack 
of royal assent increasingly became à 
matter of conjecture — especially as 
other bills passed in the July par- 
liamentary session have received the 
king's signature in their turn. Some 
elements — including the opposition 
"Democratic Action Party — went so far 
ds to suggest that the king, Johor's Sul- 


Май, Mahmood Iskandar, should with- 


Id'his assent — a move now open to 
t — under the most recent 
M 


amendment to Malaysia's constitution. 


U nder the newest constitutional 
amendment (REVIEW, 19 Jan.), the 
king has 30 days to consider legisla- 
tion. If it fails to please him, he can 
refer it back to parliament with recom- 
mendations for change. However, the 
bill can only pass into law if parlia- 
ment sticks to its original draft. After 
30 days, it will be deemed to have re- 
ceived royal assent — with or without 
the king's active blessing. 

This curious result arises from last 
year’s solution to a protracted can- 
stitutional disagreement between the 
government and the country's heredi- 
tary ruling sultans. Although gov- 
ernment sources told the REVIEW that 
enlarging the king's legislative role 
may seem to reverse a worldwide 
trend to reduce monarchs to automatic 
yea-sayers, the constitutional change 
nevertheless achieved Mahathir's goal 
by making legally explicit the limits of 
Malaysia's parliamentary kingship. 

In some observers’ view, the real sig- 
nificance of the civil-law controversy 
is that the uncertainty and misgivings 
surrounding the legislation for the first 
time opened up the possibility that the 
new constitutional provisions might be 
used. At no stage, however, has the 
king made any public comment about 
his attitude. “There was no need to,” 
one well-placed source said. “So long 
as the bill remained unsigned, the goy- 
ernment could hardly ignore the con- 
stitutional dimension.” 

This dimension was touched on in a 
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Tunku Abdul Rahman. The tunku re- 
ferred to the civil-law amendment in 
arguing for a “royal commission” to 
review the constitution. Opposition 
elements, he wrote, had begun to say 
that “the hallmark of the ruling party 
was to give very little time to members 
of parliament to oppose any bill pre- 
sented by the party in power, [reduc- 
ing] parliament to a rubber stamp and 
[making] the debates in parliament a 
farce.” The tunku concluded: “There is 
some truth in what they said.” 

With the announcement of the king's 
assent on 4 September, immediate 
worries about his possible use of the 
new constitutional provision vanished. 
The REVIEW understands, however, 
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A school of big fish? 
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are urging the government not to en- 







amended again — this time to remove 
some objections thrown up by the law’s 
opponents. This approach apparently 
has Mahathir's blessing so long as 
compensation awards are controlled. 
Although already gazetted, the new 
law does not come into force until 
Justice Minister Datuk James Ongkili 
makes an order to this effect. 

Sources say he is now not likely to do 
so. Amendments tacitly acknowledg- 
ing the validity of some pressure- 
group objections already have been 
prepared by Ongkilis staff, these 
sources say, for presentation in parlia- 
ment early next year. 





The mysterious drowning of the country's anti-corruption chief 
leads to evidence of harassment by a government official 


By a Correspondent in Bandar Seri Begawan 


A bizarre saga of alleged harassment 
involving senior government offi- 
cials has unfolded during a coroner's 
inquest into the mysterious drowning 
of Brunei's anti-corruption chief, Pon- 
niah Rajaratnam, whose fully clothed 
body was found on 22 July in the sea off 
Serasa Beach in Muara, about 30 km 
from Bandar Seri Begawan. 

Much of the inquest was taken up 
with evidence involving a senior offi- 
cial of the Department of Education. 
identified only as "Mr A," and an in- 
vestigation of alleged corruption in the 
department's purchasing of school 
desks and chairs. 

Mohammed Saied, a Hongkong dis- 
trict judge brought in to conduct the 
inquest, on 22 September returned an 
open verdict, explaining that while 
there was no evidence óf foul 
play, it was not possible to tell 
whether the death was suicide 
or accidental. But he urged the 
government to suspend offi- 
cials from their duties when 
they were under investigation 
by such bodies as the Anti-Cor- 
ruption Bureau. E 

Saied's report confirmed the 
findings of Singapore General 
Hospital senior forensic 
pathologist Chao Tzee Cheng, 
who had performed a post- 
mortem examination on 
Rajaratnam's body on the day 
after it was discovered. Chao 
had said in his report that 
Rajaratnam had died of drown- 
ing and that there was no evi- 
dence of foul play. | 

Those who had known 
Rajaratnam well say he was not 
the type to have committed 
suicide, but testimony given at 





the inquest suggested that he had been 
depressed for months due to attempts 
by senior government officials to halt 
his investigations into their activities. 
The testimony indicated that in the 
days just prior to his death, Rajarat- 
nam had acted out of character, talk- 
ing of resigning his post as acting di- 
rector of the Anti-Corruption Bureau, 
of returning to Singapore (where he 
formerly served as deputy police com- 
missioner and director of the Corrupt 
Practices Bureau) and even of death. 
A succession of Anti-Corruption 
Bureau officers told the inquest of an 
anti-corruption investigation involv- 
ing the Education Department. They 
said that the bureau had been looking 
at contracts for school furniture with 
five companies. The wife of Education 
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Department official “Mr A” held 
shares in two of the five companies 
under investigation and was a director 
of one of them. 

It was said at the inquest that Anti- 
Corruption Bureau officers had raided 
the offices of the company directed by 
“Mr A"'s wife on 5 March and had 
seized documents. One of the bureau 
officers told the inquest that she “went 
wild” and that from then on “Mr A” 
had harassed Rajaratnam with threats 
of court action and of taking the matter 
directly to the sultan, Sir Muda Has- 
sanal Bolkiah, if the anti-corruption 
chief did not give “Mr A” the name of 
his informer in the Education Depart- 
ment. 

“Mr A” also had demanded that 
Rajaratnam take action against a 
senior anti-corruption investigator 
who was looking into how “Mr A” was 
able to afford to buy his large house at 
Jalan Gadung, the officer said. 

The last contact “Mr A” had with 
Rajaratnam was a day before his 
death, according to Abdul Hamid, an 
anti-corruption investigator and close 
friend of Rajaratnam. The investigator 
told the inquest that his friend had said 
he had argued for an hour on the tele- 
phone with “Mr A” who had threaten- 
ed to take court action against the in- 
vestigator looking into his house pur- 
chase. 


rain — who, in his profes- 
sional capacity, reported directly 
to the sultan — had stood firm under 
these attacks, Hamid said, pointing out 
to “Mr A” that he was acting within his 
powers. But bureau officers noted that 
Rajaratnam became increasingly de- 
pressed under the pressure. Diaries 
written by Rajaratnam confirmed his 
meetings and telephone calls with “Mr 
А” 


Hamid said he went to the beach 
with his chief on the following day, He 
left Rajaratnam on the beach while he 
went to fetch some food and drink, and 
returned to find him missing. Rajarat- 
nam often went to the beach because 
he found it a good place to think, the 
investigator told the inquest. 

To those in Brunei who follow the 
closed, Byzantine world of its power 
and personality struggles, the revela- 
tions at the inquest have become the 
main topic of conversation. The iden- 
tities of the figures concealed at the 
inquest are widely known and there is 
much speculation on their futures. 

But among the mysteries still un- 
solved is the attitude of the sultan to 
public allegations of corruption among 
high officials and whether he will con- 
tinue backing the Anti-Corruption 
Bureau when its investigations lead to 
such officials. Until the inquest, the 
bureau was widely seen as providing a 
net to catch small fry, leaving the big 
fish to swim free. But the testimony 
given at the inquest could lead to at 
least a few big fish ending up in the fry- 


ing pan. п 
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Automatic Teller Machines (ATMs) 
Financial Terminal Systems 

Data Entry Systems 

Personal and Business Computers 
Mini Computers 

Fault-Tolerant Computers 

Video Terminals 

e Data Networks 

e Office Automation Systems 

e EFT Systems 
e POS Systems 


Olivetti, who brought you the first word in electronic typewriters, 
presents the last word in computer systems. 

Technologically highly advanced and totally comprehensive, 
Olivetti systems can be employed in totally on-line solutions, mixed 
on-line solutions with partially distributed processing, off-line 
solutions with autonomous processing, and completely 
distributed files. 

Functionally, Olivetti systems can be used to perform anything 
from simple input validation to networking; local processing to data 
base management. 

‚ Whether it is banks who need to integrate counter operations 
with back office, industry looking for complete automation, public 
administration working towards cost-cutting new systems, or any 
other similar operation, Olivetti has the answer. 

` Olivetti can put together a system for you now, which will be 
tailored specifically to your needs, to increase your productivity. 

'A system Which is comprehensive, flexible, reliable and — to 
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maximise your investment — adaptable to future needs. 3% ncs È 
Please call your nearest Olivetti centre for more information. 
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We will be glad to be of service to you. Classic design with perfect performance. 
Subsidiari | 
Olivetti (Singapore) Pte Ltd Olivetti (Malaysia) Sendirian Berhad Olivetti (Hongkong) Limited  . 
120 Oxley Rise, Singapore 0923. Wisma TAS, 21 Jalan Melaka, 9/F Citicorp Centre, 18 Whitfield Road, 
Tel: 7375111 Kuala Lumpur, Malaysia. Tel: 032227188 Causeway Bay, Hongkong. Tel: 5-665211 
Distributors: | Mega Computer Services Corp Top Business Machines Co Ltd Loxley (Bangkok) Limited 
P. T. Abadi Kurnia Murni ARCI Building, South Superhighway, 3rd Floor, 333 Chung Hsiao E Road, Sec 4, 304 Suapah Road, Bangkok 1, Thailand: 
24/26 Jalan Abdul Muis, Jakarta, Indonesia Corner Gen. V Road, Makati, Taipei, Taiwan, Republic of China Tel: 2219156 
Tel: 3768 -  . Metro Manila, Philippi 
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A more peaceful south 





Since hard-driving Harn left his southern Thailand post he is 
missed by the people but not by his Malaysian neighbours 


By Rodney Tasker in Haadyai 


he slogan "tai rom yen" (peaceful 

south) is seldom heard in southern 
Thailand these days. The three words 
comprised the central theme of a 
psychological campaign conducted by 
Gen. Harn Linanond, who left in Oc- 
tober 1983 after two years as com- 
mander of the southern-based Thai 4th 
Army. The concept of. tai rom yen — a 
campaign urging all southerners to 
join the authorities in their battle to rid 
the region of communist and Muslim 
guerillas and endemic crime — was 
widely popular; so was Harn. 

Harn, who has since retired from the 
army and is gearing up to enter politics 
(REVIEW, 27 Sept.) is still remembered 
fondly by the 4th Army's officer corps 
and the villagers, farmers, business- 
men and local government officials 
among whom he used to move about 
urging them to clean up the south. 

But across the bordér in Malaysia, 
government and military officials 
make no attempt to hide their relief 
that he is gone. The outspoken, politi- 
cally ambitious Harn repeatedly criti- 
cised the Malaysian authorities for 
goading the Thai army into more seri- 
ous operations to stamp out the Com- 
munist Party of Malaya (CPM) sanc- 
tuaries in southern Thailand, but re- 


fusing — officially, at least — to 
help the Thais eliminate Thai Muslim 
separatists, termed  "bandits" by 
Bangkok. 


The Malaysians are happy that those 
days of often-strained relations are 
over. Harn was replaced as 4th Army 
commander by his former deputy, 


Lieut-Gen. Wanchai Chitchamnong, 
who constantly stresses the need for 
more cooperation with Thailand's 
southern neighbour, both militarily 
and economically. 

Since he took command, there has 
hardly been a public word on the sensi- 
tive issue of Malaysia's reluctance to 
be seen to be moving to prevent Thai 
Muslim guerillas from using its territ- 
ory as sanctuary or even, as Harn 
would have liked, to treat both the 
communist and Muslim guerillas as a 
common enemy. 

Wanchai himself pointed this out in 
an interview with the English-lan- 
guage Bangkok World newspaper in 
January, saying that Harn had tried to 
push Malaysia to admit that Thai Mus- 
lim guerillas were the common enemy 
of both countries. This had adversely 
affected good relations between the 
two Asean partners. 


anchai added, however, that Ma- 

laysia had “unofficially” helped 
Thailand against the Muslim guerillas, 
partly by tryingto persuade sympathe- 
tic Muslim countries in the Middle 
East — some of whom provide the Thai 
Muslim groups with funds and mili- 
tary training — to understand the Thai 
situation. more fully. "These secret 
campaigns have been very helpful," 
said the general. 

Whether or not Kuala Lumpur 
would like to give more substantial 
help to the Thais in their campaign 
against the Muslim separatists, the 
Malay-dominated government feels 


s E à = 
escort: surrenders are a sticky pc 


ROONEY TASKER 





hamstrung for political reasons. 

The 500 or so Muslim guerillas, 
grouped mainly under the Patani Unit- 
ed Liberation Organisation and the 
Barisan Revolusi Nasional, largely 
may have lost sight of their original 
dream of carving an independent Mus- 
lim state comprising Thailand's four 
southernmost provinces, Having 
turned recently to more profitable kid- 
napping and protection-money rac- 
kets, but they are still Muslims. And 
the United Malays National Organisa- 
tion (Umno), the leading party of the 
National Front government in Kuala 
Lumpur, does not want to give ground 
to the main Malay opposition party, 
Parti Islam, which already challenges 
Umno's Muslim credentials. 

So Wanchai is focusing on coopera- 
tion with the Malaysians against the 
CPM, whose forces, using jungle bases 
in southern Thailand, are estimated to 
number no more than 1,500 now after a 
trickle of surrenders to the Thai au- 
thorities over the past three years. 
There have been several army opera- 
tions this year, mainly in the Betong 
Salient in Thailand's Yala province, 
where the CPM has its 1,000-strong 
hardcore 12th Regiment. 

The pattern has been for Thai forces 
to move into the jungle to try to ferret 
out CPM bases, with Malaysian troops 
waiting over the border to catch any 
guerillas fleeing south. The program- 
me has not been very successful, with 
major camps of the 12th Regiment still 
unearthed, and the Thai army taking 
numerous casualties. 

In one operation in April, when Thai 
troops did capture a CPM camp in the 
Betong Salient, the guerillas killed five 
Thai troopers with a hand grenade in a 
surprise return attack using a tun- 
nel. Throughout the year's operations 
some 30 other Thai soldiers have been 
wounded by CPM booby traps. 

Despite earlier scepticism as to the 
Thais’ commitment, the Malaysians 
now appear to appreciate that Thai 
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forces are taking casualties in a cam- 
paign against an organisation sworn to 
overthrow the government in Kuala 
Lumpur, not Bangkok. One Malaysian 
official commented: “We know the 
cost to the Thai armed forces and the 
casualties they have taken. I think the 
Thais are doing very well indeed.” 

The Malaysians also appreciate 
Wanchai's desire for cooperation at all 
levels by comparison with Harn, whom 
they considered too outspoken and 
politically ambitious. Yet Thai-Malay- 
sian cooperation stops short of the 
combined operations in the south 
which took place several times in the 
time before Harn took over. Wanchai 
may be more amenable as far as the 
Malaysians are concerned, but the 
Thais are still wary of agreeing to 
Malaysians taking part in operations 
on Thai soil again. 

At a regional border committee 
meeting in Penang in February, Wan- 
chai reportedly rejected a Malaysian 
proposal for such joint operations. He 
also said the Thai armed forces would 
"use both military and economic 
means to suppress [the CPM]." This, he 
pointed out, followed the failure of the 
Thai authorities to induce CPM leaders 
to surrender during the previous 
month. 


urrenders are a sticky point for the 

Malaysians. The Thai plan, until 
comparatively recently, has been to per- 
suade CPM guerillas to surrender, like 
thousands of members of the Com- 
munist Party of Thailand over the past 
few vears, with offers of rehabilitation, 
including land and money. 

Many Thai members of the CPM 
have in fact come down from the hills, 
but their hardcore Malaysian leaders 
have remained, mainly because it has 
not been clear whether they will be al- 
lowed to remain in Thailand, with Thai 
citizenship and keeping their arms, as 
they have requested, or whether they 
will be handed over to Malaysia and an 
uncertain fate. On this point, Wanchai 
has been suitably vague, saying only 
that Malaysian nationals among the 
defectors would be allowed temporary 
permission to stay in Thailand before 
"appropriate measures" were found. 

If Malaysian CPM guerillas are 
handed over to Kuala Lumpur, they 
face indefinite detention under the 
country's draconian Internal Security 
Act. Only if they manage fully to con- 
vince their Malaysian interrogators 
that they totally renounce their com- 
munist past will they be released, and 
then only with restricted freedom. The 
Malaysians still feel that the Thais are 
too soft in their amnesty programme 
for communist guerillas. “It is like set- 
ting loose a flock of sheep in society,” 
one Malaysian official commented. 
“Maybe they will be black sheep.” 

Meanwhile, economic cooperation 
between Thailand and Malaysia, de- 
signed primarily to whittle away the 
CPM's support among economically 
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Whether you Te on business or 

on holiday, you deserve the kind 

of service that comes even before itis 
asked. Fine accommodation, superb food, 
drinks and entertainment way above the 
ordinary. In addition, a dependable Guest 
Relations Service to cater to your smallest 
needs. And of course, a comprehensive 
Business Center to competently 

work for your business. That's 

why we invite you to our hotel. 
Certainly, we always look 

forward to offering vou the 

[ntere Continental advantage. 


THE ADVANTAGE IS INTER: CONTINENTAL 
HOTEL INTER* CONTINENTAL MANILA 


Ayala Avenue, Makati; Tel. 815-97-11; Telex: RCA 23314 ICH. PH 
For reservations call: Hong Kong: 5/243081; Tokyo: 2150777 
Singapore: 2202476; Osaka: 2640666 





_ deprived Thais, has been stepped up. 
_ Under a programme called social eco- 
— nomic development cooperation, Thai 
. and Malaysian border provincial au- 
` thorities offer each other economic 
assistance when needed. 

— For instance, the authorities in Ma- 
- laysias Kedah state have supplied 
water to Thailand's neighbouring 
— Songkhla province when it is needed, 
— and the Thais have sent sugar to the 
_ Malaysians in a similar fashion. There 
- is cooperation on oil-palm and rub- 
—— ber-planting technology, and govern- 
_ ment joint ventures have resulted in a 


* T ^ 


| house has been built off Thailand's 
— Narathiwat province to assist both 
— "Thai and Malaysian fishermen. 

- — But the number of Malaysians visit- 
ing Thailand — normally around 
| 600,000 annually — is down this year 
| partly because the Malaysian Govern- 
= ment has tightened restrictions on 
өг p into Thailand for Malaysians 
— livi g in border areas. Some Malay- 
i J sians also are reported to have been 
_ scared off after reading about two inci- 
- dents in July: in one, а coachload of 
| Malaysian tourists was robbed at gun- 
| point in the heart of Haadyai, the 
southern Thai city to which many Ma- 
— laysians head for massage parlours 
and other facilities not available in 
| their homeland. 

In the other, Thai commercial 
motorcyclists began to stone Malay- 
_ Sian taxis dropping passengers off at 
the Malaysian border post of Bukit 
Kayu Hitam, facing Thailand's 
— Songkhla province, after some of the 
motorcyclists were arrested by Malay- 
sian officials for crossing the border to 
pick up passengers for the half-mile 
journey to Thailand. But whatever the 
hiccups in relations at ground level, it 
appears government-to-government 
cooperation has never been better than 
over the past year. п 
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Jakarta and Port ^ 
for the return of 1C 


By Hamish McDona 
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THE MIT PROGRAM FOR 
SENIOR EXECUTIVES 


A general management program, 


Suitable for a broad range of 
top-level general or functional 
managers from a wide variety of 
backgrounds. 


An interdisciplinary study of 
management and the economic, 
social, and technological 
environment of the organization, 
the emphasis is on new knowl- 


edge, current research, and future 


trends. 


The program is offered twice 
yearly for nine weeks from 
February to April and from 
September to November. 
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THE ALFRED P. SLOAN 
FELLOWS PROGRAM 


A twelve-month program leading 
to a Master of Science in Man- 
agement for U.S. and inter- 
national industry and governmet 
executives. A health manageme: 
option is also available 


Applicants should be in middle ! 
upper-middle management or 
staff positions with approxi- 
mately ten to twelve years of 
experience. 


Applicants are nominated and 
sponsored by private and public 
sector organizations, selected b 
MIT, and appointed Alfred P. 
Sloan Fellows. 
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The ICJ delegation said it had heard 
accounts of human-rights violations 
by the Indonesian authorities in the 
Irian Jaya areas close to the border. ICJ 
member David Bitel, a Sydney lawyer 
who speaks Indonesian, said the alle- 
gations particularly concerned shoot- 
ings and destruction by Indonesian 
soldiers in villages of the Mindiptana 
district on 12-13 April. 

Delegation leader John Dowd, a 
member of Australias New South 
Wales. state parliament, announced 
new allegations in the case of Arnold 
Ap, the anthropologist from Cen- 
drawasih University in Jayapura said 
by the Indonesian Government to have 


been shot while on the run. from jail: | 


around 22 April. A refugee told Dowd 
he saw Ap's body being moved from 
one coffin to another: Ap. he said, had 
been stabbed in the stomach and both 
of his arms were broken. The ICJ re- 
port called for an international inquiry 
into Ap's death. 

Border-crossers have displayed both 


‚ hostility towards Indonesian authority 


and a naive belief that an Indonesian 
withdrawal from Irian J aya was some- 
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Home Affairs Minister Suparjo Rus- 
tam, who has increasingly been in- 
volved with the problems of Irian Jaya. 
The draft repatriation agreement was 
worked out at a joint border meeting in 
Surabaya soon after the Asean confer- 


| ence and at a bilateral meeting of ex- 


perts in the Irian Jaya provincial capi- 
tal of Jayapura in August. The start of 
repatriation was tentatively set in 
mid-September. 

Repatriation has not begun, how- 
ever, and the two sides began exchang- 
ing accusations. Namaliu and others in 
Port Moresby claimed that the Indone- 
sian side was refusing to give guaran- 
tees on the safety of the refugees after 
repatriation, while Mochtar stated 
more than once. Mochtar said in a 
press conference that Namaliu did not 
appear to want the repatriation to 
start. 



















ment will do ; ene to ا‎ the 
fears and to instil a feeling of safety to 
the border-crossers on their return to 
Irian Jaya. Moreover, the [Indonesian] 
military will take the same steps.” 

Mochtar argued that the second sen- 
tence was redundant since the military 
was under the-authority of the Indone- 
sian Government..He also expressed 
his annoyance at the idea of having to 
assure the safety of Indonesia's own 
citizens to.a foreign government. He 
indirectly blamed Port Moresby for the 
reported death of about 50 refugees in 
refugee camps set up by Papua New 
Guinea. 

But Port Moresby remained adam- 
ant about maintaining the wording of 
the draft because it felt that the mili- 
tary ought to be the main guarantor of 
the refugees' safety. This is based on 
Port Moresby's conviction that many 
of the refugees had fled for their lives 
from Abri's various operations against 
insurgents.. 


p: Moresby is not quite satisfied 
with -.Mochtar's - guarantees: it 
wants an Indonesian. “verification 
team" to visit eyery. refugee camp to 
give direct assurances to the refugees. 
It also wants the refugees to be escort- 
ed back to the villages from which they 


fled. Port Moresby has suggested that 


unless the Indonesian side complies 
with these requests, it. may seek the 
good offices of the United Nations High 
Commissioner. for. Refugees, thüs in- 
ternationalising the issue. Jakarta re- 
jectstheidea of involving the UN body. 

In a compromise, Mochtar wrote a 
separate letter saying that both 
Jakarta and Abri would guarantee the 
safety of the returned border-crossers,. 
and signs are that Port: Moresby will 
accept this solution — deleting the 
guarantee-from-the-military clause 
from the repatriation agreement. But 
the cabinet in Port Moresby will have 
formally to endorse such changes, and 
a final exchange of notes-between the 
two governments is deemed necessary 
before repatriation can begin. 

In a parliamentary committee hear- 
ing here on 28 September, Murdani 
said that many of the so-called re- 
fugees had either followed others after 
hearing baseless rumours or were the 
traditional border-crossers who mi- 
grate regularly in search of food. These 
people, he said, will not face any legal 
action. He added, however, that mem- 
bers of Abri and the Indonesian civil 
service who had fled to Papua New 
Guinea should expect punishment in 
accordance with their mistakes. Mur- 
dani suggested. that some of Port 
Moresby's requests — notably, checks 
to see that returnees were not being 
treated inhumanely - - would impinge 
on Indone: | | 
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present rise to prominence. And helping man [ 
along the wav to success has been ScanDutch. We 
the European scene - the continent's most inte! 


markets, its most influential buvers. So whethe 
The story of textiles runs like a thread through history. produce blue jeans or suits, woven goods or kn 
The rise and fall of entire empires following its course. We'll get your orders there in style 
Wool powered England to commercial prosperity. Cotton | 

changed the face of the United States. Japan's industrial 


might owes a continuing debt of thanks to silk. ScanDutch А 
Textiles have played no small part in the Far East’s 
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To be successful today, you not only need to know what 
you're doing. You also need to know what the people around you 
are doing. Which isn't always easy. Unless you have a Smart Desk 
from ІВМ. 

Because The IBM Smart Desk is any desk with an IBM 
computer or terminal on it. Our Personal Computer for example 
can give you plenty of powerful connections. 

It can connect you to customer files, inventory levels, 
production status, the text of a letter confirming an order, let you do 
spread sheet analysis and keep track of your personal notes. 
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The IBM Smart Desk can put you in touch with your 
company’s central data files and office systems. Or with The IBM 
Smart Desks of managers, secretaries and other professionals in 
your office. 

IBM Smart Desk products are easy to use, so they won't try 
even the busiest person’s patience. And if a question arises, relax. 
Our famous service and support network is behind you. 

So call IBM today and get cool, get calm. 
vet connected. But above all, get smart. 


The IBM Smart Desk. 





Imagine the thrill of an open freeway. Or an occasional 
Alpine road to make your heart beat faster with joy. 

Imagine gliding through heavy city traffic and slotting 
into a minute parking spot. 

Imagine a luxury sedan with all the power, road holding 
and cornering ability you want. 

Imagine the looks you'd get. 


WVOILWO 
VOLVO 760 GLE — BUILT ON TRADITIONS YOU CAN TRUST 


760 GLE (2.8 litre, V-6 petrol, 156 hp DIN/115 kW DIN). Specifications may differ from market to market. For further information, please confoct: 
BRUNEI: United Motors Sdn Bhd, Bandar Seri Begowon, HONG KONG: Cimbria Motors Ltd, INDONESIA: Pt Central Sole Agency, Jakarta, JAPAN: Teijin Volvo Corporation, 
Tokyo, MALAYSIA: Federal Auto Holdings Berhod, Kualo Lumpur, SINGAPORE: SM Motors Pte Ltd, TAIWAN: Cannon Taiwan Limited, Taipei, 
THAILAND: Swedish Motors Corporation Ltd, Bangkok For personal export, please contoct your nearest Volvo Dealer or Volvo Touris! & Diplomat Soles, 
5-405 08 Goteborg, Sweden 











j RAPIDS, JUNGLE TREKKING AND 
FISHINGIN THEWORLDS OLDEST JUNGLE ARE JUST DREAMS, 


THEN YOUR DREAMS JUST CAME TRUE. 








In your dreams you may 
have pictured yourself 
joumeying up forgotten 
rivers through jungles 
disturbed by nothing, 
except the passage of time. 

But in Malaysia dreams do 
come true, 

In the heart of Peninsular 
Malaysia is Taman Negara, 
covering a vast area of 4,343 
Square kilometres. 

From the comfortable 
Park Headquarters you can 
go shooting 
the rapids, 






fishing, camping and jungle 
trekking. Or if you are more 
adventurous you can climb 
Peninsular Malavsia's 
highest mountain, Gunung 
Tahan. 











For wildlife enthusiasts 


there are specially 
constructed observation 
hides for animal watching 
You may even be lucky 





enough to see the 
magnificent Malaysian tiger. 
In the eastern states ol 
Sabah and Sarawak are 
national parks which also 
olfer exciting and unique 
experiences. 
Looming above the 
Kinabalu National Park is 
ihe majestic Mount Kinabalu, 
Malaysia's highest mountain 
The Park itself represents 
a fascinating treasure-house 
Of fauna and flora including 


the world's largest flower, the 
which can measure 


Rafflesia, 


up to a metre in width. 





[he Bako National Parl 
in Sarawak also offi 
of interest and abounds 

with unique plant life ат 
a wide variety of birds ai 
INSECIS 

Yet another is the Niah 
National Park in Sarawal 
Here you may explore thi 
many limestone Caves, observe 
the collection of the 
sought-after deli 
nest” and view pret 
wall paintings 
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So why not experienc 
them all by completing the 
coupon below. We will glad! 


send уои further informatio! 
our National Parks i 
vour dreams come trui 
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The Royal Orchid, 
We share your views 


Any hotel should be able to provide secretarial 
services. We instead offer a fully-equipped business 
centre. And guestrooms that can accommodate private 
business meetings without anyone having to perch on 


the end of the bed. 


There's also an executive writing table (not to 
be confused with the dressing-table) 
with telephone to 


hand. Sn nn 













How- 
ever, you 
need a 
peaceful 
night’s sleep, 
too. At a price 
that won't give 
you sleepless ones. 


So you'll appreciate our relaxing 
riverside location. Complete with garden 
terrace, pool and tennis court. 


There are ten restaurants and bars — 
including Japanese, Italian and a superb Grill. 
Or take the launch across to our Thai theatre 
restaurant . . . and the health centre/sports complex we 
share with our sister hotel, The Oriental. 


Our staff combine 
well-trained efficiency with 
intuitive Thai warmth. . . 
and both business and the 
bright lights are only a few 
Baht away. 





The Royal Orchid, Banc 


A member of Mandarin Internationa 


Hong Kong: The Mandarin, The Excelsior, The Royal Garden. Macau: The Excelsi 
Manila: The Mandarin. Jakarta: The Mandarin. Vancouver: The Mandarin. Singapore: Th 
For reservations, call The“Jeading“Hotels of the World or ^ 
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Although his panga-like mind may 
have blunted its once razor-sharp cut- 
ting edge on the impenetrable jungleof 
Indian mysticism, he is still a formida- 
ble polemicist, before whose scorn the 


| men of the Kremlin wither. As always, 


his article in The Times was impressive 
hnics, the elegant 
ofa Cicero having 
Thesaurus i in order 







recourse to 





Foreign and Commonwealth Office's 
diplomatists and the decline and fall of 
the once-great Empire. | 

As always it was original in its pre- 
likening Sir. Geoffrey 
Howe's negotiations with Peking toa 
conversation with a giraffe — a conceit 
capable of ‘misunderstanding on the 
part of many. of the people of Hong- 
kong whose welfare Jolly Jack Levin 
(his chosen nomenclature) purported 
to be championing. It was Levin, too, 
who had inspired Hitlerian- prece- 


dents, suggesting that on Howe's re- 
| turn from Peking he might | well have 
| waved a ee of Paper in one hand 


(€ To suppose. . that Hongkong 


B |. could be a modern antibiotic. 


пом to be re-inserted into | 


China to help accelerate the - 


cure of the Marxist disease...is 
с no longer a теге opium | 
| dream | 


cackling about peace in our time. 


But, though rich in vocabulary and 





imagery, “Levin's: substance is meagre. 


His arguments — - without loss of con- 
tent, weight or nuance — can be boiled 


à: down to three assertions: 
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o Any agreement. negotiated with à 
e bunch of nasty totalitarians (like the 
id government of China) i is totally worth- 
over | less. — 
for | » Although Britain had to play out the 
= “charade of negotiations, it is morally 
for | wrong for Britain to “deliver up" (his 
‘ideas | phrase) 5 million people to such brutes. - 
ations | » A gigantic rescue plan should there- 
dds | forebe mounted immediately whereby 
"of | all5 million would be given a chance to 
. ship out to one of the 40 or so countries - 
r |y which pass Levin’ s freedom test: 
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{һе complime nt of coming here to find 





out what has made it work for the 35 





years since the accession to power of 
the nasty brutes in Peking who, to- 


gether with the "wets" of the FCO (al- 


ways good for a laugh), are the main 


targets of Levin's verbal Exocets. - 
Although Levin admits that Hong- 
kong cannot be defended. militarily 


‘against China, he overlooks | one basic 
fact, which is ‘that the Me X 






kong have since 1949 bi 
"delivered up" to. th Г 
Peking, since Hongkong has been at 
China's mercy since then. | 
Fortunately for Hongkong, if not for 
Levin's thesis, not only has Hongkong 
survived but it has prospered during 
the worst excesses of the cataclysmic 
upheavals and experiments | in social 
engineering which the monomaniac 
chairman | Mao. Zedong inflicted on 
zhile h volved a 
on s | 






| tionary defines sym 


sociation between two "different - or- 
ganisms which live attached to each 
other, or one as the tenant of the other, 
and contribute to each others. SUp- 
port. 3% "6g 59 . à 
The details of this. jelationship are 
familiar to anyone who-has lived in 
Hongkong, but for-Levin's benefit it 








| might be educational to quote some of 
| the more obvious examples. Hongkong 
| imports from- Ch 
_ | everything it eats (and it eats very well) 





China. about hal of 


plus a large proportion of the water it 
consumes and a very large proportion 


` | of China's other exports, from там 


materials to manufactured goods. ` 

In return, Hongkong provides China 
with the only modern deep-water port 
in South China, a large. proportion 
(probably more. than ird) ofits 
hard-currency earnings, “plus growing 
flows of investment: capital, technol- . 
ogy, management knowhow.and other | 
varieties of expertise. Perhaps second 
only to Japan, Hongki 











ongisasource of- 


iong 
knowledge on: how the modern world 


works for a China anxious to learn 


(even if the. paralysing. inefficiency. of 


China's. ‘bureaucracy means that the 
lessons сап. only be a sorbed slowly 
and painfully). = 
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opium to China. The 
-sistently denounced as‘ 
therefore invalid — and thu: 
_said to have permitted 
degree of freedom to pre vail. 


. "Chinese compatriots” in Hongkor g= 


that is, within what China has re- 
garded as its borders. 

For Levin must realise that Hong- 
kong has effectively been at China's 
mercy for more than 30 years, and no 
amount of agreement will alter that. 
And, since this has not prevented 
‘Hongkong from maintaining а system 
based on the rights of the individual, 
why should the agreement make any 
difference? And what gives Levin the 
right to dismiss the agreement out of 
hand, when he clearly has not bothered 
to study Hongkong's past before hold- 
ing forth on Hongkong's s ture? 


B ut why bother with an agreement at 
all? Until recently, all that was re- 
quired of Peking was that it did abso- 
lutely nothing, which in systems as 
cumbersome as that of China is invari- 
ably the easiest option. It might 
perhaps have been content to go on 
doing nothing indefinitely, were it not 
for the fact that the British have this 
awkward concern for legality, legiti- 
macy and observance of the terms of 
treaties (concerns which no doubt form 
part of Levin's acid test of freedom). 
Britain is obliged to surrender back 
to China 92% of Hongkong’s land area 
at midnight on 30 June 1997, a pros- 
pect which means that the viability of a 
British Hongkong ceases on that date. 
Levin would presumably agree that 
Britain could not prolong this viability 
by some neo-imperial stroke of the 
pen. Or does he envisage that Lord Pal- 
merston might be disinterred and some 
of Britain's gunboat salvaged from 
„ thescrap-heap? . 





“Levin's first peu жыйра” are 


merely wrong; the third is positively 
harmful. If one person in Hongkong 
has been deluded by Levin into believ- 


ing that there is the remotest chance of. 


any large-scale effort to resettle Hong- 
kong people who dislike the prospect 
of living in the Special Administrative 


Region of Hongkong, China, he will 


have done that person much disservic ce. 
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Tori e now have Hongkong-Bri- 
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autonomy and guarantees of human 








E Such a call comes ill from London. 


1. Аѕ everyone in Hongkong knows, Bri- 
‘tain has long since betrayed its trust 
id shuffled off any sense of moral 





uty to the people of Hongkong. 
rhatever Prime Minister’ Margaret 










kine M adie ok of 


documents, and are subjected to 


humiliating searches and cross-ques- 
tioning from the immigration boys when 
they arrive in the “Mother Country.” 

However much of an asset the people 
of Hongkong would be to any country. 
these are mean-minded, inward-look- 
ing times, with the minds of politicians 
in countries Levin would regard as free 
being dominated by dole queues and 
debts. Apart from those rich or 
influential enough to arrange bolt- 
holes, the vast majori ty of Hongkong's 
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Мо cheering over Hongkong 


people would have nowhere else to go, 
and it is dishonest of Levin to pretend 
otherwise. 

The price of the Sino-British agree- 
ment was the cutting of all ties with 
Britain. In view of London's impotence 
and its past betrayals, does that sever- 
ance mean automatic disaster? The 
answer is no. But that did not mean 
that the constitutional lifeline could 
just be unhitched and hitched up again 
to China. It is a pretty archaic lifeline. 
giving the governor of Hongkong a de- 
gree of power on paper which would no 


dom-loving spine. 

By foree of custom (a peculiarly Bri- 
tish thing) both London and the gover- 
nor are effectively prevented from be- 
having as awfully as they are in theory 
entitled to do. It is that link which Pe- 
king is taking away — and most people 
in Hongkong believe that the very real 


rights and freedoms contained in the 


Hongkong which will need confi- | 
e in itself and faith in China's. 
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Three years of intrigue 


The unexpected brief detention of two former officers revives 
the dispute about the Young Turks and assassination plots 


Ву John McBeth in Bangkok 


he furore over the short-lived 

detention here of two former offi- 
cers has revealed a potentially danger- 
ous rift in the Thai army and lifted the 
lid on three years of behind-the-scenes 
intrigue and a string of alleged assassi- 
nation plots against the nation's lead- 
ers. 

It has also left one vital question still 
unanswered: what impact will the 
latest upheaval have on moves to 
reinstate the so-called Young Turks, 
who were dismissed from service for 
staging an abortive 1981 coup? 

Supreme commander and army 

commander Gen. Arthit Kamlang-ek, 
once a bitter opponent of the Young 
Turks, and 1st Army Region com- 
mander-designate Maj.-Gen. Pichit 
Kullavanich have both supported the 
proposed reinstatement, if not to ac- 
tive service, at least to a status which 
would restore some of their privileges 
such as pension rights. 

But it seems clear that in their appa- 

. rent anxiety to improve unity in army 

ranks they have succeeded in re-ignit- 

_ing a long-smouldering resentment be- 
tween rival factions among graduates 
of the Chulachomkhlao Military 
Academy. The factions are usually re- 
ferred to as Class Five, traditionally 
supporters of Arthit, and the disgraced 
Class Seven, from the ranks of which 
came the Young Turks. 

Those detained were Young Turk 
leader Col Manoon Rupekachorn and 
former Anti-Aircraft Regiment com- 
mander Col Bunsak Pocharoen. The 
arrests resulted in a series of disclo- 


a 


sures which have drawn links between | 


Manoon, Bunsak, Communist Party of 
Thailand (CPT) defectors and other ac- 
tivist elements that serve to throw a 
blanket of suspicion-by-association 
over the Young Turks. 

What has intrigued analysts is the 
fact that Class Five has effectively 
served as Arthit's power base and that 
by proposing to placate the Young 
Turks he has risked endangering that 
relationship. Pichit in particular feels, 
however, that the time has come to end 
three years of hard feelings before any 
more harm is done — pointing to the 
residual support the Young Turks still 
enjoy in some quarters of the army and 
also to the potential for further trouble 
given concern over some of the con- 
tacts they have forged outside the mili- 
tary. 

Manoon and Bunsak were taken into 
custody by two Class Five officers on 
the evening of 15 September on what 
were reported to be charges of at- 
tempting to assassinate members of 
the Royal Family, possession of mili- 
tary weapons and belonging to a group 
conspiring to commit offences against 
peace and order. They were only re- 
leased the following day after the per- 
sonal intervention of Arthit, Pichit, 
police chief Gen. Narong Mahanond 
and Narong's wife, Bharani, a lady-in- 
waiting to Queen Sirikit. 

Also present during the early morn- 
ing conference at Crime Suppression 
Division (CSD) police headquarters 
was Crown Prince Vajiralongkorn, a 
battalion commander in the 1st Infan- 
try Regiment of the. 151 Division 
whose reinforced unit. is responsible 


- 


| deputy commander ‹ of 


mw ат ет 

"Accordin g to 
most published 
statements, the 
queen herself also. 
became involved 
after Pichit, alerted 
by a late evening 
telephone call, call- 
ed Arthit for in- 
structions at the 
hilltop Narathiwat 
palace where the 
Royal Family mem- 
bers аге staying 
during their annual 
working tour of the 
southern provinces. 

Neither — Arthit, 
Pichit, Narong, In- 
terior Minister 
Sitthi Chirarote nor 
Deputy PrimeMinis- 
ter Prachuab Sun- 


tharangkun appear to have had prior 
knowledge of the arrests, and Narong 
indicated later that any charges being 
contemplated had either been set aside 
or dropped. And at a press conference a 
day later, Col Prajark Sawaengchit, an 
aide to Manoon, claimed the two 
Young Turks were the victims. of an 
elaborate frame-up masterminded by 
the CSD commander, police Maj.-Gen. 
Boonchu Wangkanont, and other 
senior officers. The objective, he al- 
leged, was to tarnish the reputation of 
the Young Turks and prevent their 
reinstatement. 

Boonchu and Col Puchong Nilkham, 
the two officers responsible for the ar- 
rests, have been the leading investi- 
gators into an assassination attempt 
against Prime Minister Prem Tin- 
sulanond at Lopburi artillery centre 
north of Bangkok in July 1982; the 
prime minister escaped injury when an 
M72 anti-tank rocket passed over his 
car and exploded in a roadside tree. 
The two officers have also been in- 
volved in inquiries into at least two re- 
ported assassination plots against Ar- 
thit — one in northern Loei province in 
1982 and the other in Chonburi on the 
southeast coast, which military 
sources say was detected only four or 
five months ago. 


he rivalry between Manoon's Class 

Seven colleagues and the more 
senior officers of Class Five dates back 
to thelate 1970s when the Young Turks 
emerged as the only significant power 
centre in an army whose traditional 
structure had been shattered by the 
student-led 1973 uprising against Col 
Thanom Kittikachorn, 

The rapid rise of Class Seven 
graduates to important regimental 
commands, due largely to their .sup- 
port for Prem, was the basic reason for 
Class Five's resentment. But what 
brought matters to boiling point was 
an incident in March 1981 when Young 
Turk Col Prab Chotikasathien, ш 
he 1st. Mili 
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et ency and con fro om service, 
he was "of the to know that the کک‎ 
















nd jchong | appear to 
'ssed on with the Lopburi case 
despite statements two months ago 
that the file had been closed and all 
had been forgiven. While their motives 
for doing so may be questionable under 
the prevailing circumstances, it has 
left observers curious as to. whether 
they are only looking at the tip of an | 
iceberg given indications from highly | 
placed sources that as many as 39 other 
suspects had been targeted for arrest. 
This gained considerable currency 


after the English-language Bangkok | 


World newspaper, quoting well-placed 
police sources, disclosed the existence | 
of a letter written by Young Turk 


loyalist Maj. Pairat Poprueksawong, | АМ 
an artillery officer wanted іп connec- ||. 


tion with the assassination attempt on | 


Prem who committed suicide in April |, pre 
last. year as. police surrounded . his |]. ре ion, please te contact your | 


house in the Phrakanong district. of oe 


Bangkok. The letter, allegedly i 
plicating a number of Young Turk of- 


ficers in the plot, is said to- have been - Чы жы 


handed to Boonchu by Pair 
and triggered off the arres 


It is still not clear who ordere Man- 


oon and Bunsak to be picked up, but | 


Prajark implied it wasthe outcomeofa | 
meeting. between Prem and Class Five 

officers shortly. 
minister left for a medical examination | 
in Atlanta, Georgia. No written order | 
appears to have been issued, however. 


Bunsak was detained on the tarmac as | s 


he stepped off a: flight from the United 


States on the evening of 15 September | 


— the day Prem departed. Three hours 
later a police squad brandishing as- 










sault rifles and. machine pistols es- 





corted Manoon from. his Bangkok sub 








E es was not there, but the 


' prehension — ап. operation. | 
' | the Drug Enforcement Administration 
` (DEA), the Secret Service, the Federal 
. Bureau of Investigation and the Im- 
d migration and Naturalisation Service in 
| (INS) — the Americans were unaware | thi 
| that they were likely to find Bunsak at 
the Los Angeles address. The channel 
-office of the DEA. 
police contact between th 


been used to forward the request, par- 


| months,  Bunsak' S subsequent arrest 


before the prime | 


urban | home for. а“ discussion" which | d 
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ai war ant accusing him of compli- 
j in the Prem assassination plot. 


gents found Bunsak's visa had ex- 
pired and the colonel decided to fly 


| home voluntarily father than: fight d de- | 
ү port tation proceedings. . i 


ftis understood that j in adig on a re- 


quest in the first week of September 


from the CSD for Cherdchai's ap- 






portedly involved several US agencies: 





for the arrest request was the Bangkok 


< 1 ЗР deral 
) coun- 
to have 


Because the DEA i is the 






tries, it is not unusual for it 


ticularly with Prem due to arrive in the 


. US. But after the. support the 1 5 has 


given the prime minister during the 
political. turmoil over the past two 
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the three people. still beir 
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Songphon .Ruenpanit, £C 
brother. u 
According: to sources, £ 
took refuge on the Burmese bart 
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have been in the US. Official: 

for their part, appear to be 
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Vithit: speculation over links. 


nd i whether investigators there were 
g purely on information supplied 
y the Thais or whether Cherdchai's 
ime did in fact surface in INS com- 
jut ers. If he is in Los Angeles, as they 
lave assumed, he has still not been 
Police sources familiar with the 
opburi investigation claim another 
çey figure in the affair has been Vithit 
Ch andawong, a former member of the 
CPT Zone 222 provincial committee 
who defected from the party in March 
ast year in time to stand as an unsuc- 
cessful candidate in the April general 





9 ‘ovince on 20 July and held incom- 
municado for nearly two months at the 
st Artillery Regiment's Kiak Kai 
neadquarters on the northern outskirts 
of Bangkok. What Vithit told inter- 
rogators is likely to be revealed in due 
course, but his release into what was 
scribed as "protective custody” and 
ıe subsequent overnight detention 
eral days later of Manoon and Bun- 
ik has aroused considerable specula- 
tion over the extent of reported links 
between the Young Turks and former 
"T elements. 
.Boonchu and Puchong are under- 
ood to have focused their questioning 
n Vithits movements in Bangkok 
uring 1981-82 when he lived under- 
ound in the Thai capital. 
- What will happen now is uncertain. 
Prajark personally apologised to 
loonchu, Puchong and other senior of- 
ficers he had accused of a frame-up, at 
Arthit's behest in a well-publicised 
ceremony on 22 September. But most 
observers were wary of interpreting 
that as a reconciliation or anything 
like it. Appearances are important in 
Thailand, and the sight of old enemies 
back-slapping, smiling and shaking 
hands is not uncommon. Neither is the 
sight of pines being pushed, for the 


mon nte мау, | der the ca rpet. 
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Wealthy businessman Kerry Packer reveals that he is the 
mysterious figure under investigation by a crime commission 


By Hamish McDonald in Sydney 


erry Packer, one of Australia's 

most successful businessmen, has 
now stepped into the centre of Austra- 
lian political life as a figure allegedly 
suspected by a royal investigative 
commission of financing drug dealing, 
pornography distribution, tax avoi- 
dance and possible complicity in mur- 
der through a partner. Until late Sep- 
tember, the person under investigation 
was known in newspaper reports only 
as the “Goanna,” a large and unlovely 
lizard native to Australia. 

It was Packer who personally took 
the final step on 28 September to iden- 
tify himself as the person in the press 
reports. Whispers of his identity had 
spread, and graffiti naming him as the 
Goanna had appeared around Sydney. 
With parliament convening on 2 Oc- 
tober and large-scale crime the current 
political issue, it was a fair bet that his 
name would have come out under the 
protection of parliamentary privilege. 
Opposition leader Andrew Peacock 
has been hammering away with his 
theme that Prime Minister Bob Hawke 
was protecting criminals by calling off 
Royal Commissioner Frank Costigan, 
who was investigating the Goanna and 
dozens of other alleged criminals. 

In confidential recommendations 
leaked to the press — and so far not 
disavowed — Costigan allegedly said 
suspicions of the Goanna's criminal 
dealings arose from a 1978 shipment of 
hashish addressed to him from Nepal 
(the Goanna denied knowledge of the 
alleged shipment) and from movement 
of large amounts of cash between the 
Goanna and alleged associates. Costi- 


Packer's lavish lifestyle 


Kor Packer, the owner of one 
of Australia’s four big media 
groups, is an unlikely man to be 
thought in need of extra cash. Since in- 
heriting a large part of the Australian 
Consolidated Press group from his 
father, Sir Frank Packer, he has used it 
as the core of a remarkably diverse em- 
pire. 

To the weekly Bulletin magazine, the 
Australian Women's Weekly and the 
Channel 9 TV stations in Sydney and 
Melbourne he has added interests in 
coal mining, property, tourism, oil and 
cattle. 

After buying out his brother some 
years ago, Packer made a A$114 mil- 


lion (US$94 million) offer last year to 
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gan allegedly said that the Goanna's 
lifestyle “is flamboyant and very ex- 
pensive. While he has considerable as- 
sets, it may be doubted whether they 
are sufficient to provide the cash re- 
sources to support his gambling habit 
and lavish living. The style of living 
suggests resources beyond those which 
are overt and legitimate.” 

In a statement of more than 5,000 
words, Packer denied the allegations 
in detail, charging that Costigan's pro- 
cedures were reminiscent of the Star 
Chamber and KGB secret trials. He 
said Costigan had never informed him 
of the accusations against him or given 
him an opportunity to dispute them. 
Every statement in Costigan's sum- 
mary of the Goanna case was “falla- 
cious,” Packer said, “They are based 
on either deliberate misinterpretation 
of the facts as known to the commis- 
sion, or careless conclusions reached 
with a reckless indifference to the 
facts." As for the charge of living 
beyond his resources "anyone who 
knows me would attest both my life- 
style and my gambling are well within 
my means.” 

He did not mention, as he might 
have, that it had been his own 
magazine, the Bulletin, which had stir- 
red interest in Australian criminal ac- 
tivity, leading to the founding of the 
Costigan commission in 1980, with a 
series on criminal penetration of a 
Melbourne dockside union, Then 
prime minister Malcolm Fraser set up 
the inquiry, no doubt with some intent 
to embarrass the labour movement. 

Instead, Costigan found the union at 





other shareholders, and Consolidated 
Press became a private company. But 
to the public he is best known for his 
audacious commercialisation of cric- 
ket; signing up top players to play in 
national teams and organising 
baseball-style matches under blazing 
flood lights. 

Packer's lifestyle reflects his wealth. 
He flies himself and his guests by 
helicopter to his surfside house at Palm 
Beach, just north of Sydney, or by 
Learjet to Newcastle Waters, his cattle 
station in the Northern Territory, 
where he is building one of the most 
lavish rural dwellings put up in Aus- 
tralia since the wool -baron palaces of 
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General Electric Professional 
Large Screen Video Projection 


With General Electric's exclusive system for bright, sharp 
professional-quality pictures, up to 25 feet wide, General 
Electric Professional Large Screen Video Projectors are 
making presentations more dramatic, more productive, and 
more convenient. 

Whether videotape, live transmission, TV programming or 
data direct from your computer, the pictures projected can 
be seen by everyone in the room, all at once, even when 
room lighting is provided so viewers can take notes and 
refer to written material. 

The color projectors show every viewer the same 
accurate color reproduction. An exclusive General Electric 
system registers the colors for you, eliminating time- 
consuming manual adjustments. 

Portable and flexible, General Electric projectors are 
being used in a great variety of applications, including both 
rear and front projection. Ask our applications experts 
whether yours can be added to the growing list, which 
includes: 


Education: Medical, dental, engineering, computer science 
instruction. 


Business: Sales meetings, industrial training, product 
presentations, real-time display of computer-generated 
data, teleconferences. 

Entertainment: Theatre television, closed-circuit TV 
events, overflow crowds, special effects. 

Television Production: Backgrounds for news programs, 
special effects, data display; program previewing. 


Call or write: General Electric Company, Projection Display 
Products Operation, Electronics Park 6-206, Syracuse, NY 
13221. Phone: (315) 456-2152. TWX 710-541-0498. 





View from operating room transmitted live to audience of 
doctors in hospital conference center 
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roan Dy a property аеуе:орег to гаскег, 
which brought the media tycoon under 
scrutiny. Costigan claimed in 
November 1983 that his attempts to in- 
vestigate the affairs of property de- 
veloper Brian Ray in Singapore and 
Hongkong had been hampered by 
moves “orchestrated” in Sydney. Cos- 
tigan has sought to question a lawyer 
for a top Sydney law firm who had al- 
legedly been in the two cities at 
Packer's behest. 


acker also said he had asked the 
Hawke government to rein in Costi- 
gan and that these representations 
were open and within his rights. In this 
question lies the possible impact the 


In contrast to his tatner, Sir Frank 
Packer, a strong anti-Left figure, 
Kerry Packer has been on good busi- 
ness terms with Wran's administra- 
tion. Together with Australian press 
baron Rupert Murdoch, he shares a 
lucrative state-licensed lottery and 
holds state leases on a ski resort and 
cricket ground. 

Packer has been photographed with 
Hawke at formal occasions recently, 
but no evidence has emerged so far of 
any contacts that would be beyond 
those normal for such a business 
leader. Since his outburst of tears at a 
press conference on 20 September, 
Hawke has repeated that he would let 
"the cards fall where they may” and, as 








case would have on the general elec- 
tion Hawke is expected to call in late 
November or early December. 

Early this year, the Hawke govern- 
ment was showing impatience with 
Costigan, whose inquiry had ranged 
far from its initial brief, had cost 
nearly A$9 million and had occupied 
nearly 100 staff. Its replacement by a 
permanent National Crimes Authority 
had been slowed by increasing concern 
over vesting powers in such bodies 
which enable them to damage reputa- 
tions without always producing the 
hard evidence necessary to win a con- 
viction in court. The authority that fi- 
nally came into being in July has much 
narrower powers than a royal commis- 
sion and is subject to more direct poli- 
tical control from state governments. 

Peacock has repeatedly hinted 
(since, under parliamentary privilege, 
he called Hawke a “little crook” who 
“associates with criminals and takes 
his orders from those who direct these 
criminals”) that the authority has been 
shackled by the Hawke government at 
the behest of Costigan's targets. The 
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Packer; Hawke in tears at press conference: ‘let the cards fall where they may.’ 


a father whose own daughter, Roslyn, 
had been damaged by heroin addic- 
tion, he would show no mercy to drug 
dealers. 

Now that Packer's name is out, anti- 
cipation has shifted more to the final 
report Costigan is expected to submit 
by the end of October. Said to be 
several thousand pages long, of which 
about 500 are believed devoted to the 
allegations involving Packer, the re- 
port will be the key to whether several 
reputations survive — not just that of 
Packer himself. On it will hang the re- 
pute of other inquiries similar to the 
Costigan commission. And if the alle- 
gations against Packer donot stand up, 
Peacock will be left looking a political 
windbag whose leadership of the Lib- 
eral Party will be in tatters. 

Either way it appears that Hawke 
has little to lose from publication of the 
Costigan report, as long as he follows it 
up, and as long as no evidence appears 
of collusion with anyone over winding 
up the commission. As for his govern- 
ment's past record on crime, he can 
point out that his government has been 
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existing. evidence to see if charges can 
be laid. The Liberal Party, which to- 
gether with the small Australian 
Democrats Party hold a narrow major- 
Му in the senate, has opened a com- 
‘mittee hearing to expand the evidence 
‘апа consider whether more broadly 
defined “misbehaviour” is involved. 
Discrediting Murphy would be a 
‘severe blow to Labor morale and a set- 
iback to supporters of his interven- 
4ionist approach to business law and 
individual rights. 
The Packer and Murphy cases have 
‘both brought charges that the rights 
and privacy of individuals are being 
endangered by the search for crime 
and corruption. But the past 10 years 
. have seen scandals with real blood in 
Australia. No less than eight royal 
.commissions on crime over that period 
have emphasised only the weaknesses 
of existing law-enforcement agencies. 
In three criminal cases — involving the 
Nugan Hand Bank, the “Mr Asia" he- 
roin ring and the Griffith ma 
syndicate — suspected principals have 
been able to slip out of Australia. The 
late Liberal premier of New South 


Wales, Sir Robert Askin, had been 


‘widely named as having taken bribes 
from illegal bookmakers and casinos. 
Two commissioners of police and one 

assistant commissioner of police have 

leracloud. — | 

The > cumulative weight of these cases 
can make crime and corruption. 

vy political weapons. But opinion 
s so far have shown that Hawke's 
approval rating has held up under the 
weight of Peacock's allegations, de- 
spite Hawke's tearful reaction to them, 
while Peacock's public approval sank 

to a record low of 25%. 

When parliament resumed on 2 Oc- 
tober, just after Packer released his 
bombshell, the government seized the 
initiative by giving Peacock all the 
time he needed to "put up or shut up 
on, the "little-crook" allegations he 
had made against Hawke. Opinion 
among political analysts was that 
Peacock failed to carry his argument 
further, while Hawke maintained his 
emotional equilibrium in a lengthy as- 
sertion of the new National Crimes Au- 
thority's powers to investigate crimi- 
nal activities in the country. 

Hawke thus appeared to have come 
through the immediate crisis. But in 
the longer term his pursuit of the Cos- 
tigan findings will now be more closely 

studied. The appearance of being un- 
willing to turn over suspicious stones 
can erode faith even in leaders who are 
both charismatic and accepted as 
clean, "o has only to look at the 
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By Mohan Ram in New Delhi 
а army has withdrawn from the 
M Golden Temple in Amritsar but the 
turmoil in Punjab is no nearer an end. 
Sikh unrest surfaced again only two 
days after the handover of the shrine to 
the five high priests who are its tradi- 
tional keepers. 

Troops were briefly called back into 
the shrine when militant Sikh youths 
tried to take over several buildings in 
the complex, shouted anti-government 
slogans and raised the “Khalistan” 
flag during ceremonies celebrating the 








handing back of the temple after its 
115-day occupation by troops. 

The incident underlined the fact 
that, despite the army's withdrawal 
from the temple, the political base of 
the Sikh extremists has widened as a 
result of the storming of the temple in 
June. 

The original assault was seen by 
Sikhs as an assault on their faith, and 
the prolonged presence of the army in 
their holiest shrine compounded their 
humiliation. Although the extremist 
leadership has been destroyed — Sant 
Jarnail Singh Bhindranwale was kill- 
ed in the June Golden Temple action — 
the Sikhs think the moderate leader- 
ship of the Akali Dal party capitulated 
to New Delhi by surrendering to the 
army instead of dying in defence of the 
temple. Any settlement the govern- 
ment might now reach with these mod- 
erate leaders will lack legitimacy. 

The | remains in Punjab in its 
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method most encouraged by 
ernment. In 1981, the Uni 
tions Fund for Population А 
(UNFPA) says, 500,000 Vie 
couples were using condoms 
less regularly. The governmei 
to double this figure, and e 
that this would generate an ar 
quirement of 60 million coi 
year. The more worldly 
thought that 100 million wo 
more realistic figure. The she 
have to be imported: though 
is a rubber producer, its latex i 
propriate for condoms. 

The Health Ministry has 
main responsibility for fam 
ning programmes since thei 
tion. But though the ministr 
dited with the creation of о! 
most effective primary health 
tems in the Third World, it 
have been overwhelmed by 1 
nitude of the population prob 

Dissemination of both the 1 
and the means for 
family planning, 
Tap Chi Cong San 
says, аге ех- 
tremely weak. 
“Very many peo- 
ple still do not 
understand and 
thus do not agree 


700,000 dead and 
wounded. 

The losses may 
well have been 
substantially 
higher. Writing in 
the French jour- 
nal Population 
earlier this year, 
the Vietnamese 
scholar Nguyen Due Nhuan, 
ing from United Nations fig 
gests that deaths during th 
war totalled at least 2.8-3 m 
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е Have Apylvvveu wie Situa- 
says, “but we are not out of 
The goal now is to reduce the 
rate to 1% within the next 
ars. 
ai abounds with ideas. As gov- 
the Provincial Waterworks 
y, a job thrust upon him in 
oresides over an army of meter 
nd bill collectors who give out 
on their rounds and will soon 
ed to give advice as well on 
d sterilisation. A scheme is 
ig prepared to offer reduced 
es to householders who prac- 
ly planning, part of Meechai's 
1 persuading the powerful In- 
inistry to develop a family- 
policy of its own. 


gh the government has in- 
ed its contribution to the 
lanning programme from 
)00 in 1972 to US$3 million in 
istance from overseas donors 
essential to keep up the 
im. The PDA, for example, 
spends US$10 million 
a year on development 
programmes among 
the 16,000 villages its 
600 staff members and 
more than 10,000 vol- 
unteers now work in. It 
is here, particularly 
through the associa- 
tion's Community- 
Based Incentives Pro- 
gramme (Thailand), or 
CBIT, that the inte- 
grated approach comes 
into its own. 

With financial as- 
sistance from the Unit- 
ed States-based Popu- 
lation Crisis Commit- 
tee, PDA has encour- 
aged the establishment 
ittees in six experimental vil- 
idminister a fund from which 
made to villagers for econo- 
t 12% interest rate. The size of 
al fund, which in one case 
US$15,000, is determined by 
t to which family planning is 
> US$50 for a vasectomy, 
г sterilisation, US$30 for IUD 
d US$20, US$15 and US$5 
those who use either injecta- 
jill or a condom. Meechai de- 
e overall result as exciting. In 
ige alone, the number of 
practising family planning 
n 49% to 75% in a single 
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SHERATON PERTH HOTEL. 410 ROOMS AND SUITES/ 3 RESTAURANTS/3 LOUNGES / DISCOTHEQUE / SWIMMING POOL/CONVENTION FACILITIES. RATES FROM AUS 75 TO AU $104 


COME TO SHERATON 


City lights and sunsets on the 
banks of the beautiful Swan 
River. Shops and business 
centers only a few blocks 
away. Fine wines and 
international cuisine in the 
elegant River Room. The grill. 
The smorgasboard. A swim, 
A sauna. And service with a 
smile. Come to the biggest 
and the best in Perth. 
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SINGAPORE 


KOREA SEOUL Sheraton Walker Hill. JAPAN TOKYO The New Otani. OSAKA ANA Sheraton Hotel Osaka (1984). TAIWAN TAIPEI Lai Lai Sheraton Hotel. HONG KONG Sheraton Hong Kong. PHILIPPINES MANILA Century Park 
Sheraton Manila. BRUNE! Sheraton Utama. THAILAND BANGKOK Sheraton Bangkok. SINGAPORE Century Park Sheraton Singapore, Sheraton Singapore (1985). AUSTRALIA SYDNEY Sheraton Wentworth BRISBANE 
Sheraton Brisbane. PERTH Sheraton Perth. YULARA Sheraton Ayers Rock (Late 1984) Sheraton Alice Springs (1985). NEW ND AUCKLAND Sheraton Auckland. ROTORUA Sheraton Rotorua 
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No outburst 
of rampant 


individualism 
By Christopher Wood in Tokyo 


For a people known for their love of 
uniforms the Japanese have won 
surprising international recognition in 
the 1980s in that supposedly most 
individualistic of businesses — fashion. 
In part this is yet another example of 
Japan Inc. targeting an industry and 
refining what other countries have 
produced; in part it was simply a case of 
the ever-fickle fashion world’s constant 
need for something new. But above all it reflects the sheer 
. affluence and sophistication of modern Japan which is the 
second most lucrative market for the garment trade after 
the United States, both in terms of domestic sales and 
imports. 

The overall size of Japan's garment apparel market is 
relatively easily measured though it is much harder to 
break down figures purely for the designer-label market — 
the Japanese consumer is in general extremely label- 
conscious. In 1982 thetotal market was estimated at Y2.54 
trillion (US$10.35 billion) — all figures given are ex- 
factory — a 24% increase since 1978. Sub-dividing this, 
women's wear came to * 1.78 trillion (32% higher than in 
1978) and men's wear ¥7.56 billion, up 8%. So far only 
estimates are available for 1983. These put the total market 
value at Y2.685 trillion with ladies clothing at Y 1.915 
trillion, up 42% since 1978. However, the above figures 
include the sales of the big apparel companies, such as 
Renown, which represent the whole spectrum of clothing, 
not just ready-to-wear brand name fashion. 

These large companies have suffered stagnant sales since 
1981, precisely the time when Japanese designers started 
taking the fashion world by storm. Rave receptions at Paris 
collections for what was tagged the Japanese New Wave 
Look - typified by the baggy clothes, the rejection of the 
tailored clinging approach and the dominance of black, 
grey and white — resulted in booming sales and near 
saturation publicity. Japanese designer labels sold in 
quantity in top department stores and chic boutiques in 

Europe and the US for up 
to 250% of the retail price 
in Japan. 

International acclaim, as 
is so often the case in Japan, 
brought recognition in 
the domestic market 
though in some cases the 
designers were already 
well established in their 
homecountry. Still, the 15 
or so Japanese designers 
who now show in Paris — 
a very costly exercise — 
are not just after export 
sales. Rather, their main 
motive, beyond fulfilling 
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their own ambition to be recognised in what remains the 
world's fashion capital, is to achieve the international 
standing which guarantees sales back home. 


The boom and the press hype is now over and the arbiters i 
of fashion have gone elsewhere for inspiration. London is | 





currently said to be the centre for new ideas, which is in 

itself ironic as many consider the new Japanese designers - 
to have refined — copy is a dirty word and would be putting 
it too strongly — the anarchic but inspired energies of 
London street fashion. | 
Certainly the New Wave 
Look started with the 
punk movement in 
Britain in the late 1970s. 
But it is equally clear 
that the Japanese 
designers contributed 
an elegance and form of 
avant garde chic 
entirely missing from 
raw punk. Indeed they 
could be accused of 
taming it. Also helping 
them was the superior 
quality of fabrics in 
Japan, which many 
consider to be the 
best in the world. 
Clearly, in as 
risky and volatile 
a business as 
fashion, where 
there is permanent 
tension between the 
commercial and 
creative, the question of 
what is original 
becomes a rather arid 
debate. Everyone is 
influenced by what has 
gone before them and 
European designers’ 
clothes now reflect the 
influence of the 
Japanese designers. 

This means that the 
Japanese fashion 
revolution, as many 
foreigners have rather 
falsely labelled it — 
many of the suddenly | 
acclaimed so-called new | 
designers had been 
working in Japan for 10 
years or more and are 
approaching middle age 
— should prove more 
than a three-year 
wonder. And Tokyo will 
consolidate its recently 
acquired status as a 
fashion centre alongside 
Paris, Milan, New York 
and London — which 
the size of the domestic 
market alone should 
guarantee. 

But for the designers, 
the years ahead will 
prove testing. In the 
recent boom foreign 
buyers bought Japanese 

















































e designer, Hanae Mori and associate publisher of 
ien's Wear Daily For Japan, commented: "The most 
tly successful fashion designers take their success for 
ted. The next two to three years will be selective and 
‘few will last." That said, the stunning success of 
ese fashion has encouraged a whole batch of young 
nese designer talent, the so-called Third Wave. It will 
teresting to see whether they can follow through on 
jr peers’ success. pe ee cs 





cially, the fashion boom in Japan is also 
apparel manufactuers such as Renown, Kashiyama 


anyo Shokai are now slowly coming to terms with the 
phenomenon and realising that their traditional — 


MARKET SIZE OF GARMENTS IN JAPAN 
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` Source: Yano Keizai Kenkyusho. 


irket is changing. But progress may be slow. As one cynic 
ymmented: “They are moribound. Likeasupertanker they 
on't turn round too easily." Rather belatedly these giants 
re trying to buy in name-designer talent to produce for 
1em in-house whereas previously the large apparel 
mpanies had only dealt with well-known foreign 
eae а e 
ost of these companies have licence agreements with 
th a European and American designer in which they... 
oduce garments locally under the prestige label. Renown, 
orexample, has American designer Norma Komali, under 
yee. So far their success at recruiting established 
panese designers has been very limited which is not — 
urprising. An exception was the deal in March this year 
hen designer Takeo Kikuchi, founder of the well-known 
ligi Group label, was hired by a large apparel company 
World Co. — in what was reportedly a multimillion- 
lollar package. — | 
But generally an entrepreneurial as well as a creative 
ed, the new designers are often both president and chief 
igner of their own companies. To sell out to a large 
up would be to forfeitall independence. Generally these 
esigners have often been able to receive the necessary 
'apital backing, in terms of financial support, from the 
extiles companies rather than the apparel manufacturers 
ind it is not unusual for textiles concerns to have minority 
takes in designer businesses. A textbook case of what 
jusiness schools like to call vertical integration, the 
apanese designers’ penchant for baggy, multi-layered 
:garments also has a practical advantage: more fabric is 
“required. 
So the large apparel companies will need to adapt 
` quickly if they are not to lose out in this growing section of 
the marketplace. And the market is definitely changing. 
Traditionally in Japan the fashion market has been 
-primarily girls aged 18-25. Living at home and with 
relatively large disposable incomes, they spend their 
money on clothes and a host of fashion magazines has 
_sprung up to target each specific age group (see page 59). 
Ви now therigid age barriers are starting, albeit slowly, to 
break down. Married women can be seen in fashionable 
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, changing the nature of the apparel market. The big _ 
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of a more self-confident younger generation is having its 
impact. Another major growth area is sportswear where 
many designers have bought out specialised lines іо cater 

Aside from social trends and disintegrating age barriers, 
the Japanese fashion market seems bound to grow for 
demographic reasons alone. A Daiwa Securities report on 
the apparel industry notes that the downtrend in the — 
number of consumers in the 20-24 age bracket will bottom 
out next year at 6.6% after peaking at 10.4% in 1972. But 
then the position can only improve. Some 2355.0f the 
population'is now aged between under опе and 14. That» 
represerits an enormous future market for garment makers. 
Given continued affluence in Japan, a country where 90% 
of the population of some 120 million see themselves. as 
middle class, that will mean à huge market for designer- 
label clothes. | БЕ wl 
Also, growing sophistication means the consumer iS 

` becoming more discerning with the stress now 

^on quality rather than quantity. Akira Mori 
again commented: “Everybody now hasso many 
clothes that they don't buy as much. They used to: 
buy 10 cheap outfits a month but now they buy.; 
only one a month." In hard commercial terms ` 
this means reduced consumption and apparel 
makers left with unsold stock. Under the local 
system the department stores, the main retail > 
outlet, return unsold stock to the manufacturer. 
The major companies are now slowly waking up 
to a feature of modern Japan, that you can only 
sell so many of the same brand. Said one a4 
executive of a leading designer company: "The big ' 
companies have lost contact with their customers. You 
can't conduct the fashion business like selling 
diapers.” ae Ie D 

The same point was alluded to in Renown president 
Hiromichi Inagawa's annual statement. Commenting on | 
the company’s stagnant sales in 1983, he said: "Consumer: 
needs are becoming more individual and diversified, i 
therefore the apparel industry should react and take 
measures to stock a greater selection but a lesser quantity’ 
of products over a shorter period of life.” х. 

With 1983 net sales of #219 billion, Renown remains the 
largest manufacturer, but it sells everything from 
European designer labels under licenceto men’s: 
underwear and hosiery. Ота smaller scale the figures 
produced by some of the top designers are impressive апа: 
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The big e 
Е ashion is a business of egos-and Japanese designers 
are no exception to that rule. If anything the prima 
donna element is stronger in Japan. One seasoned 
| Japanese observer of the scene put this well: "Many 

Japanese designers think of fashion as a way of living. 
Fashion is something you епјоу for Western people. - 
Japanese designers think fashion is a religion." 

The excessive gravitas was brought home to this 
correspondent on contacting the office of top designer 
Yohji Yamamoto. A request for an interview was 
declined after Yamamoto learnt that a certain other 
designer who was judged "too commercial" would also 
be interviewed for the same article. Although there is 
clearly nothing wrong in not wanting to be interviewed, 
the reason given does seem excessively self-important, 
if not plain pompous, especially as all designers work — 
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in terms of recent growth their performance is outstanding. 

At the conservative end of the fashion market, Hanae 
Mori has built up a formidable empire. Starting off in the 
early 1950s as a costume maker for films, Hanae Mori 
achieved the ultimate accolade in 1977 when she became a 
member of the Chambre Syndicale de la Couture 
Parisienne, the supremely exclusive haute couture 
syndicate in Paris. As successful a business woman as she 
is a designer, the Hanae Mori's group turnover in 1983 was 
some ¥35 billion with profits running at around ¥2.8 
billion. 


he group, which was founded 30 years ago and first 
set up in New York in 1970, now comprises some 20 
companies. Hanae Mori has overcome protectionist 
pressures by manufacturing in both Europe and the US 
while she also has two factories in Shanghai responsible 
for the Hanae Mori Made-in-China line. Another project is 
the joint venture with Fairchild Publications producing 
Women’s Wear Daily For Japan. Set up five years ago, it 
has a circulation of 40,000. | 

Still Hanae Mori is very much the established empress of 
Japanese fashion and her appeal is to the older and more 
conventional market. Appealing to youth is the next most 
well known Japanese designer and one whose international 
standing long preceded the recent boom, Issay Miyake. His 
group, Issay Miyake International, had a turnover in 1983 
of ¥8.3 billion making a profit of Y621 million: Exports 
account for 24% of sales, very high by Japanese standards, 
with 50% of those going to the US. By comparison, the 
group in 1973 recorded sales of Y187 million and a gross 
profit of Y12 million. 

As an interesting example of how many of these 
companies are funded, it is noteworthy that the textiles 
company Toray has had a 30% stake in Issay Miyake 
International since it was set up in 1971. Still Miyake is 
generally reckoned not to have achieved the commercial 
success he should have given his reputation as a designer, 
though he is now said to have more professional 
management behind him. 

Generally, all designer companies are reluctant to be too 
precise about their financial performance and, being 
private, there is no onus on them to do so. However, some 
figures are provided. For example, designer Mitsuhiro 
Matusda's Nichole Co. — whose clothes sell for less than 
Miyake's though they are still very much designer fashion 
— recorded sales of Y 12.3 billion in 1983. This was after 
sales doubled in 1982. The company had US$55 million of 
sales for fiscal 1984, ended September. Nichole has a 
distribution network of 112 company-owned chain stores 
in Japan as well as 65 franchises and 95 other retail outlets. 








This is because the massive Western media exposure of 
recent years has always tended to depict them as 
Japanese designers, a group label they now want to back 
away from, though it was a useful marketing gimmick at 
first for those on the way up. 

For as established a figure as Issay Miyake, the 
Japanese designer label was particularly infuriating. 
Following in the footsteps of Hanae Mori's haute- 
couture elegance, it was he and another Japanese 
designer — Kenzo — who first brought Japanese fashion 
to international prominence. Kenzo made his name in 
Paris in 1971 and has been based there ever since, while 
Miyake moved back to Tokyo from Paris in 1970, 
presenting his first individual collection in New York 
the following year. 

The only other Japanese to reach the international 
market prior to the boom was the showman Kansai 
Yamamoto. Almost a rock-star figure, he stages fashion 
shows attended by thousands who pay for the privilege. 
One celebrated show featured 50 young children clad 
only in headbands who rushed on to the stage to mingle 
with the models. 
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Exports only accounted for 4%, indicative of the size of his 
domestic market, though Matsuda also has stores — abroad 


thelabelsells under his own name — in the US, Europe and 
Hongkong as well as a franchise outlet in Singapore 


little unusual in that he made it in Japan before 
А: international acclaim, with the sudden 

foreign interest in Japanese fashion Matsuda is as 
much a businessman as a designer. In fact, he started out in 
1967 running the business while his first wife was the 
designer. But that arrangement folded with the break 
up of the marriage. His clothes are generally more 
accessible than those of some of the more avant garde 





But the likes of Yohji Yamamoto and Rei Kawakubo 
of Comme des Garçons had been toiling away in relative 
obscurity for years until the world suddenly embraced 
the Japanese look. This has led some to speculate that 
the fad will disappear as quickly as it materialised 

That view tends to be strongest in the European 
establishment, especially the French who for a while 
were visibly rattled by the thought of the Japanese 
threatening Paris’ long-held and much-cherished status 
as the world's fashion capital. The sentiment was well 
put by the designer Claude Montana who, when asked 
what he thought of “iconoclasts” like Kawakubo and 
Yamamoto, replied: "They represented a break in a way, 
but it.was a great change that finally brought nothing 
It'slike when you throw a stoneinto the water. It makes 
ripples, but it sinks." 

That may provetrue but the Europeans would be well 
advised not to underestimate the Japanese, even in an 
arena where they feel so self-confident. Sheer belief in 
your own good taste is no guarantee of commercial 
success, however comforting the feeling. 

— CHRISTOPHER WOOD 
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Japanese designers' who have sprung to fame in the recent 
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people. That's the difference between being a painter or 
sculptor and a clothing designer. It is, in a sense, à very 
commercial field. Unfortunately my collections tend to be 
very concentrated and focused on very few ideas and this is 


boom. a commercial problem. I try to get more variety, but I can’t 


| Of these the most interesting is the austere and reclusive 
Rei Kawakubo and her Comme des Garcons Co., founded 
in 1973. Aged 40, a philosophy graduate who cannot sew, 
Kawakubo appears uncompromisingly commercial with 
her penchant for black shapeless one-size clothing and her 
almost total refusal to acknowledge the human shape. Yet 
as president as well as chief designer — she dislikes 
delegating — she has seen Comme 
des Garcons sales boom in recent 
years. In the year March 1983 to 
February 1984, Kawakubo’s four 
lines achieved gross sales in Japan 
of ¥5.75 billion. Abroad sales 
were ¥700 million. Again the 
organisation is backed up by an 
extensive retail network of some 
150 shops in Japan. 

This and the Nichole sales alone 
show that a Daiwa estimate last 
year that each designer's annual 
turnover would peak at ¥3 billion 
could prove very conservative. 

Ona par with Nichole is Вірі Co. Set 
up in 1970, this has grown from a 
purely design-oriented company 
into a mass-marketing venture 
with a number of designers 
working under the same label. 
With a turnover higher than 
Nichole's, Bigi might be in danger 
of losing its identity as a label 
brand. Five designers are said 

to have left the company this 
year, clearly disenchanted that 

it was becoming too big 

and impersonal to accommodate 
them. 

An example of a new company 
on the way up is A. T. This was 
formed around designer Atusro 
Tayama who used to work with 
prominent designer Yohji 
Yamamoto — Yamamoto 
apparently retains a financial 
interest in A. T. Last year the 
company had a turnover of ¥600 
million making a claimed profit of 
¥60 million. Exports accounted 
for 20% of turnover, an 
example of continued foreign- 
buyer interest in an 
up-and-coming Japanese 
designer. 

How sales fare from here will 
depend on how each label can 
preserve its own image and that 
all-important identity while 
adapting to the marketplace. 
Current Tokyo gossip is that Comme des Garcons: by Rei Kawakubo. 
Comme des Garcons’ sales are off. Sceptics in the business 
doubt whether the company can continue to grow in view 
of Kawakubo's refusal to alter her basic design. Whether 
stubborness or artistic integrity, it seems hard to believe 
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— it's not my way." 

But such qualms are an exception to the general rule that 
most Japanese designers, like their counterparts elsewhere, 
are commercially driven. This is reflected in the large 
amount of licensing business which goes on. For example, 
even Miyake, by nature uncommercial, licenses everything 
from underwear to bath-towels and bed-sheets while 















Comme des Garcons has its Robe 
de Chambre line. The biggest 
licensee, Kansai Yamamoto, the 
man noted for his flamboyant 
fashion shows which border on 
pure theatre, even goes so far 

as to put his name on car-seat 

covers. 

Discernment among the 
consumers and a 
growing self- 
confidence in the 
merits of 

Japanese-designed 

fashion has also 

started to have an 
impact on 
consumers' attitudes 
towards European and 
American brand names. A 
recent study of this market 
by one advertising 
consultant concluded that the 

Japanese buyers were no 

longer so slavishly loyal 

to prestige brand names. 

This is also doubtless true because 

certain brands are now more 

within the reach of the average 
consumer, so losing prestige value. 

European brands remain more 

sought after than American. Of 

the more exclusive, Christian Dior 
easily came out top with sales in 

1983 of ¥14 billion. Next came 

Chanel with. * 3.5 billion. But 

more mass market so-called 

prestige labels such as 

Cardin and St Laurent recorded 

annual sales of nearly ¥50 

billion. 

However, labels remain 
important in Japan and changes 
in consumer attitudes will be 
gradual. In this sense, the growth 
in Japanese fashion should not be 
seen as an outburst of rampant 
individualism threatening the 
fabric of the much-discussed 
consensus society. Indeed youth in 
Japan tends to follow a certain 
look or designer, wearing his or 


her clothes exclusively — yet another uniform. This form of 
designer loyalty results in the peculiar but appropriate 
Japanese concept of group fashion. It has proved a 
successful formula commercially. Whether it will continue 


that the enigmatic Kawakubo, given her success, is wholly |* to inspire fresh ideas at the creative level is another matter. 


uncommercial. But by refusing to change her look she is 
certainly flying in the face of one of the tenets of survival in 
the fashion world, namely the constant need for novelty 


But the size of the market will provide a powerful 
incentive. 
Looking beyond Japan, the influence of Japanese fashion 


value. is already evident on the streets of Hongkong and other 


Addressing this subject, Kawakubo was quoted in the 
recently published book New Fashion Japan: “I realise 
clothes have to be worn and sold to a certain number of 


regional cities; Asian youths find it easier to;assimilate 
than the weirder Western fads. Longer term, the targeted 
market of the future must be China. D | 
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FASHION MAGAZINES 


The importance 


of not breaking 
the atmosphere 


By lan Buruma in Tokyo | 











Apart from some rare misfits, no Japanese 
wants to look different from his or her 
peers: Everybody, from the cute first year 
university student to the president of a 
bank has to look his part. During the 
swinging 1960s, a friend came across a | 
Japanese hippy in a fashionable part of w 
Tokyo. The boy was dressed in all the 

accoutrements of his kind: fringed jacket, 
sandals, Indian silk scarf, shoulder- 
length hair, faded jeans expertly patched with colourful 
odds and ends. And, to complete his sartorial statement, 
was a simple sentence stenciled on his back: “Iam Japanese 
hippy.” 

This attitude, shared by almost 100 million people, is Moms 
ideal for an enterprising fashion industry. Not only rich 
followers of haute couture, but everybody wears what they 
are told. The telling can be done in many ways. As is the 
case everywhere, subtle peer pressure is the most common 
basis of conformity; after all, nobody actually tells all 
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young Japanese filmmakers to sport sunglasses and The latest: how to behave at a Christian wedding. 
baseball caps. But any aspiring filmmaker turning up at strong on interviews with successful women in public life 
his local bar — filled with other aspiring movie people — who expound upon such subjects as woman's liberation 
without his uniform would receive odd looks. He would, as and coping with overbearing males. 
Japanese put it, “break thé atmosphere.” After the first child, OLs stop being OLs, married women 
The main voices of fashion authority in Japan are the not being popular around the offices of Japan Inc. And if, 
large numbers of fashion magazines. There is a magazine about a decade later, the young lady has settled down into 
for every group and sub-group of Japanese society: young | a life of middle-class, middle-age domesticity, a different 
men, old men, downmarket teenage girls and upmarket type of magazine appears on the coffee-table: glossy, thick 
middle-aged matrons, etc. Some fashion magazines have beautifully printed tomes, with such titles as Shufu m 
had such an impact on social life that their readers are Tomo (The Housewife's Companion), filled with colour 
identified by the titles of these publications: the An- prints of elegant Japanese ladies in kimono and recipes of 
Nonzoku, or An-Non Tribe, for example. traditional Japanese dishes. 
The An-Non Tribe are girls aged roughly between 16 and This marks a significant break, for in publication 
20. They receive their instructions on what to younger women, the clothes are almost always Western 
wear, what to eat, how to eat, where А : and so arethe models wearing them 


to eat, where to go on holiday, how 
to behave on holiday, what to buy 
and how to deal with boyfriends 
each week from two more or less 
identical fashion magazines entitled 
An An and Non Non. A member of 
the An-Non Tribe likes to wear cute 
but respectable clothes: ankle socks 
with frills, tartan skirts and pink 
sweaters with Mickey Mouse or 
Snoopy on them, like tribal 
markings. 

When a girl has outgrown pimples, 
Mickey Mouse and An An, she either 
marries or — the majority these days 
— becomes an OL (office lady). OLs 
are required to be good at pouring 
tea. But most OLs are as highly 
educated as men of their age and are 
quite sophisticated in their tastes. 
They read such magazines as 
Croissant and More (the Japanese 
equivalent of Cosmopolitan). As well 
as fashion spreads featuring sensible These will inform the reader in great 
but stylish elothes, often by top detail on the kind of shoes to wear in 


designers, these magazines are For male 20s: sometimes years out of date. the current season, what iackets to 
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and the recipes, the chic little bistros 
and coffee-shops. There seems to be 
pattern in the lives of most Japanese 
— at least since the end of the last 
century: young people trv to adopt as 
many Western fads and fashions as 
they can, but just asmany asalaryman 
slips into a comfortable kimono after 
work, middle-aged Japanese settl 
down to become Japanese again 
Former rebels of the avant gardi 
begin pontificating on TV about 
traditional values; former An- Non 
types learn a hundred different ways 
to prepare raw fish 

All this applies to men as well as 
women Japanese men are acutely 
fashion-conscious and, as is the casi 
with women, they need to betold what 
to wear. Intheir 20s they will read 
such publications as Popeye and 
Brutus and now a new magazini 
entitled, rather cryptically, Loo 
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| жшн shirts ahd what the ri ibi sa for 
H E ocks. Thisinformation is usually based on fashions in the 
festen capitals, though by no means always, for there are 
= Е Vestern fashions which stick, as it were, іп theiroriginal 
f orm, even when they are no longer heardofin the West. This 
E bit like 19th century impressionism, which stuck in 
ipanese art schools as a form of modern art to emulate. 
T 1 e so-called ibee look is a case in point: ibee refers to 
| the American Ivy League. Its typical uniforms, at least in 
the 1950s, were tartan blazers, pastel-coloured trousers 
vith cuffs, jumpers with large initials knitted into them 
sd so forth. This look came to Japan in the early 1960s, 
__ propagated by a large men's shop called Van Jackets. It 
Ў - went out of business in a rather spectacular bankruptcy 
(5 | several years ago. But fans of the ibee look are still thick on 
_ the ground — reinforced perhaps by the so-called preppy 
` looki in the West of two years ago. They even have their own 
_ magazine featuring abstruse details of American campus 
life, albeit a life which is about 20 years out of date. 
x Whatis striking about all Japanese fashion magazines is 
_ their extraordinary didacticism. One is being constantly 
lectured. Notonly is the reader told what to wear when, but 
also how to wear it. Appearance and presentation are taken 
еу seriously in Japan, where the surface of things is 
_ so often the substance. When the Japanese began to 
| | Westernise a century ago, it was the appearances that they 
| tackled first. It is as if this process of self-education on how 
` to dress, eat and move on the stage of modern life is still 
- going on. But through all these years of Westernisation, 
— traditional styles have often been forgotten. Modern 
— women are so unused to the difficult art of wearing kimono 
| that they literally have to be educated again. 
Fashion magazines for young women go into painstaking 
_ detail over the right way to lay a table for an English-style 
` afternoon tea, an American barbecue party or a French 
- dinner. Western table manners are an endless source of 
interest. 
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o able manners are not the only thing. The latest 
T: of a new publication catering to OLs, entitled 
А Classy, features а lengthy article on the right 
_ manners to adopt on a golf course. The aspiring OL golfer 
_ is warned that any breach of good golfing manners on her 
would cause much bother to her male colleagues. The 
_ tone of these lecturing articles is exemplified by this piece 
_ of advice on how to behave at weddings: "Manners 
layed at a wedding reveal your common sense and your 
- social value." It goes on to spell out exactly how to comport 
— oneself during a wedding in a Christian church — a most 
— fashionable thing to do. 
— Etiquette lessons and fashion overlap in Japan. Indeed, 
4 еге is a long tradition of this type of didacticism. During 
_ the Edo period (1615-1867) there was a kind of popular 
ature called kibyoshi, which managed to combine 
` fashion tips, salacious gossip about personalities of the 
` demi-monde and advice on what manners to adopt in the 
— entertainment areas of Edo. It was aimed mainly at a male 
^. audience, as women were meant to stay home. But the same 
- principle applied to fashionable novelettes for ladies and it 
=~ still does for modern fashion magazines: Japanese do not 
- follow fashion to express themselves, but to know how to 
do things right. 
What seems remarkable — and not a little churlish, 
- however — is the penchant of the pontificators to accuse 
_ their readers of not being “individualistic” enough. In 
Classy, the founder of the now-defunct Van Jackets and 
— — grandfather of the ibee look, Kensuke Ishitsu, accuses 
= young girls of being uniform in their opinions. "All they 
think about is appearances," he says. This seems grossly 
| unfair coming from someone who makes a comfortable 
living telling the same girls exactly what to think, 
wear and do. But then, he is probably unaware of the 
contradiction. @ 
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seen through 


By Ageneta Engqvist in Peking 


Startled out of decades of sombreness, 
China's fashion designers have adopted a 
new motto — Learn from Hongkong. And 
now the People's Garment Factory in 
Peking has taken the lead and set up a 
garment operation in Shenzhen special 
economic zone (SEZ) just north of the 
territory with the Peking factory's 
workers and designers making regular 
trips to the SEZ. “Our aim isto learn more 
from Hongkong and, via Hongkong, monitor fashion trends 
in the world,” explained director Quan Shiping. 

But this is only one indication that the Chinese — 
particularly the young — want to put some style into their 
dress. Moreover, this vogue for Western-style clothes seems 
to be irresistable: despite various political campaigns 
aimed specifically at “spiritual pollution” from abroad 
(including the adoption of Western modes of dress), the 
trend is growing. 

And now, as the thick and drab winter clothes are stored 
away, the extent of the young's penchant for a new look 
becomes increasingly apparent. But even during the past 
winter the greyness of Peking was refreshingly punctuated 
with more and more brightly coloured and fanciful 
garments. 

After decades of wearing simple blue or green cottons, 
this new clothes-consciousness is more than a fashion fad; 
it is a revolution in its own right. Baggy unisex garments 
which have characterised China for so long have been a 
necessity with cloth being, until recently, in short supply. 
They are also functional: in a country where heating is ata 
premium, clothing that can accommodate several layers of 
underwear is a distinct advantage. However, supplies of 
cotton and synthetic fibres in particular, haveincreased so 
much that rationing was done away with at the beginning 
of the year. 

Today, city girls who have finished middle school but are 
still below the socially ideal marriage age (around 25) seem 
to be fulfilling their lives by concentrating on dress and 
looks. Young men, too, have become avid readers of fashion 
magazines. 

But, while in some quarters, the older generation is 
becoming increasingly aware of the role fashion could play 
in a modernising Chinese society, the more zealous 
bureaucrats and political hardliners feel such trends 
already have gone too far. They, in fact, were quick to use 
the recent spiritual pollution campaign to let their feelings 
be known. 

The clothing revolution, however, is not without its 
supporters in the Chinese media and the politburo: "In 
some places young women who have had their hair permed, 
use cosmetics, or wear fashionable clothes have been 
criticised," claimed China Youth News, a China Youth 
League publication. "After all what is the goal of socialism? 
Is it not gradually raising the material and cultural life of 
the people?" the article asked. And from the Workers Daily: 
“Factories should not be bullied into halting production of 
fashions and ornaments that brighten people's lives during 
the present campaign.” 

Chinese Communist Party General Secretary Hu 
Yaobang remarked in December 1983 that clothing in 
China still appeared too monotonous and asked officials 
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mm; Hu himself rt something of á on Ее 
Peking when he started sporting Western suits and ties. 
Premier Zhao Ziyang also made his contribution to the 
cause of fashion; TV footage from his tour of African 
countries showed him wearing an open-neck shirt and a 
light, casual jacket which since has become very popular 
among middle-aged men and is now known as the Ziyang 
Jacket. 

According to Shanghai Wenhui Bao, 100,000 neckties 
were sold in China during January and February this year 
— a figure matching necktie sales for the whole of 1978. 
Similar statistics were given for Canton. Factories also are 
gearing up for a record production of Western-style suits. 
But, if interest is high, affordability is low: a good-quality 
suit can cost two months’ wages putting it out of the reach 
of the majority of the people. 

Price aside though, China Youth News declared Western- 
style suits to be both comfortable and attractive: “They 
seem to be better than the uniforms we wear,” noting that 
the Mao jacket (formerly the Sun Yatsen tunic), was 
imported from Japan some 70 years ago. 

Interest in improved and advanced design has been 
strengthened by China's large investments in the textiles 
industry to boost exports: textiles and garments together 
account for more than 33% of the country's exports. 
Production in this sector has increased by 210% since 
1978. 

Experiencing a new-found success — particularly in the 
domestic market — is Zhang Baoxing, head of the People's 
Garment Factory's design department. For this designer, 
catering to China's fashionable set today has opened up a 
whole new world: Zhang for 25 years was allowed only to 
design one or two simple items of clothing annually and 
was persecuted during the Cultural Revolution for his 
"bourgeois" work. 

"It made no difference to the Red Guards that I started 
out as a child worker in the factory . . . and only tried to 
make my best," he explained. Now Zhang is enjoying 
a second spring and created 200 new garments in 
1983. 

While cotton-padded coats and other old favourites start 
to choke department-store stockrooms, the People's 
Garment Factory is trying out new ways of testing the 
market. New designs are first released to a few selected 
shops to sample publie response and, if “warmly welcomed 
by the masses,” are put on production. Some 33% of 


Canton fashion show: after decades of sombreness. 


new garments survive these market tests, according to 
Quan. 

But he does have reservations about allowing 
designers and consumers full rein in their pursuits of 
fashion: “Like once I saw a young man wearing a high hat, 
though the weather was quite warm. And some of the 
women's blouses are really too easy to look through,” he 
explained. 

The People's Garment Factory outlets in Peking are 
called either Red Capital or Blue Skies — names which 
could symbolise the two political extremes through which 
Quan and Zhang are trying to steer a central course. D 





SOUTH KOREA 





Designers cannot 
bloom unless 
they may travel 


By Paul Ensor in Seoul 


Although South Korea's textiles industry 
is one of Asia's largest, fashion here has 
remained at a very rudimentary level. 
Original design faces formidable 
constraints both on the production and 
demand sides: the textiles industry is — 
technologically behind — an unwieldy 
export-oriented dinosaur badly geared to 
the needs of designers — and South 
Korean consumers are only beginning to 
taste the benefits of their growing spending power. South 
Korea is a conservative society where people аге wary of · 
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wearing clothes which will surprise others; as Pierre 
Cohen, a French trader and fashion consultant working in 
Seoul put it: “For the development of fashion here there 
are many of the worst elements possible all coming together 
at once.” 

However, these are still early days; as the domestic 
market grows and becomes more sophisticated the 
standard of design may improve. According to designer 
Icinoo: “These days we don't have to give advice to youn 
people on what to wear — they have a sense of style whic 
their elders did not have." 

The whole concept of fashion is relatively new to this 
country — during the 1960s there were virtually no ready- 
made clothes for sale. Gradually shops selling ready-made 
clothes began to appear in Seoul's fahionable Myongdong 
district in the early 1970s, with the country's first 
department store, Midopa, opening its doors nearby in 1973. 
Now 80% of the market is ready-made, but the growth of 
off-the-rack sales over the past decade or so has meant 
good business for producers: Nonno Fashion Group, one of 
the big four of the clothes business (with Samsung, Bando 
and Kolon they control around 25% of the clothes market 
which amounted to Won 150 billion [US$185 million] last 
year), says its domestic sales have risen by around 50% 
annually in recent years. 

In addition to therelative novelty of fashion to the South 
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„ймы, os РАШ VE М MN _ The designs one see in the streets of Seot l end to b TI 
both the designing and wearing of original clothes. In sometimes not. Original designers — local big names such 
Cohen's view, consumers are still constrained by the “deep- | as Andre Kim, Icinoo and Nina Lee — are strictly up- 
rooted formalism of Korean culture." This particularly market, catering to the tastes of their regular high-income 
applies to women who are labelled as loose or ostentatious 
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by men if they wear anything out of the ordinary, Women 
sometimes resist and this can take unusual forms: for 
example, it is common to see only the last two or three 


fingers of a Korean woman's hand decorated with varnish 


— these are easily hidden if necessary. 

` The conservative atmosphere which prevails regarding 
clothes has much to do with the primitive level of fashion 
in this country; frequently it seems that older South 
‘Koreans especially do not really care what they wear as 
long as it does not stand out and it is correctly formal on 


Icinoo: ‘The young have style, we don't have to give advice.’ 
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d о rmal occasions. This environment has a similarly dulling 
effect on original design: there is a tremendous fear of 
losing face by creating something original that does not 


sell. The need to sell is paramount and the extremely tight ~- 


financial situation which any small and creative clothes 

concern is likely to find itself in is probably the most 
important reason not to experiment. 

. South Korea's textiles industry, despite its huge volume 

of output, is not responsive to the needs of local designers. 
Textiles producers are accustomed to filling large orders 
_ from overseas buyers with relatively simple specifications. 

Requests from designers for a small batch of an unusual 
weave or colour are not welcome. The industry's low 
_ technological base, particularly in dyeing has contributed 
_ toa weakness which Cohen sees in South Korean clothes 
апа clothes design — the colour. Nonno imports 20% of its 
.. fabrics, more than has been possible in the past due to some 
v « cu н “A >. Am : | Ра, = T » = = 


m "m à жы, Jm 


Р 


customers. The concept of cheap and fashionable is only at 
an infant stage, not surprisingly being pioneered by the 
younger generation, 

The export of South Korean fashion design still seems a 
long way off. Big exporters of garments work as their 
counterparts in the textiles industry do, according to 
foreign specifications. Some of the smaller local designers 
have hopes for foreign sales: rumour has it that Andre Kim 
would like to have a shop in Paris and Icinoo started 
selling dresses — mainly printed silk — under her own 
label in New York last year. “It was a great struggle," she 





admits, but she has been encouraged by the response; a few 


. large buyers such as Bloomingdales have bought some of 


her offerings. | 

The outside world need not be concerned about an 
invasion on the Japanese scale coming from South Korean 
fashion houses — that, if ever, is a long way off. However, 
if this country goes the way of Japan in fashion as it has in 
other areas, perhaps in the distant future, some South 
Korean designers will become better known outside their 
country. Above all, they need a more sophisticated 


“domestic market to work from and more contact with the 


outside world. Many of the Japanese designers were in 
Paris long before their country’s current pre-eminence in 
fashion. Tight controls on travel and study abroad make 
th Korea a culturally isolated country which must open 
m more if really imaginative, adventurous designers are to 
oom. : iu Ra: | 
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The test of a good 


Is when it’s over. 


On Cathay Pacific, we try to get you to your destination relaxed, at ease and ready 
to face whatever lies ahead. 


By making your check-in as smooth as possible. 
By designing sensible schedules. 
By giving you the widest choice of flights around Asia. 


And by providing inflight service which is consistently better than other airlines, 
whichever class you fly. 


Because when we perform better, so will you. 








CATHAY PACIFIC= 


The Swire Group РМ ANE 


It’s a fact of life that a re- 
finery designed for sweet crude 
cannot stomach sour. 

Your crude distillation units 
must accommodate high sulfur- 
bearing crude. Over the years, 
Foster Wheeler has designed and 
built 8 million bpsd of crude 
capacity, an amount almost equal 
to today's total U.S. output. 

Desulfurization units must 
also be installed. Since completing 
our first residual desulfurization 
unit in 1962, we've built more 
than 30 high pressure ( 2,000 psi 
and above) HDS units and hydro- 
crackers. Our bottom-of-the-barrel 
experience is second to none. 





In addition, more hydrogen 
must be generated to feed the de- 
sulfurization units. Foster Wheeler 
has built more than 80 hydrogen 
installations, involving the full 
range of feedstock, hydrogen gen- 
eration and gas purification alter- 
natives. No one has installed more 
steam reforming capacity or has 
built more partial oxidation units. 

And to assure you optimum 
refinery performance with your 
sour crude, our unit pilot process- 
ing plants can verify designs, 
yields and product quality. On- 


going pilot units include distillation, 


visbreaking, thermal cracking 
delayed coking and deasphalting. 


The point is, with this wealth 
of experience available to you, a 
refinery designed for sweet crude 
doesn't have to be a liability. It 
can be made to handle sour. 

In other words, we know how 


to turn a lemon into lemonade. 


Foster Wheeler Asia Limited 
Hong Kong — Ocean Centre 
Tel: 3-721-1711 Tlx: 37512 
Singapore — Shaw Centre 
Tel: 733-5216 TIx: RS39292 


FOSTER [J WHEELER 


We can squeeze the sour out of 


the sourest crude. 








HONGKONG 


Its own instantly 
recognisable 
quirkiness 
By Cathy Netherwood in Hongkong 

Rising affluence and changing cultural 
patterns in the young are establishing 
Hongkong as a ripe target for the fashion 
retail industry. During the 1960s and 
early 1970s, this market was largely 
ignored by local companies more 
interested in fulfilling garment orders 
overseas. The home market was too small, 
they argued; young Chinese were not 
clothes-conscious. Whatever fashion 
reputation Hongkong enjoyed, it was in terms of 
production, not consumption. 

By the late 1970s, however, fashion sense within the mass 
market had increased substantially. Outside of shifts in 
economic and cultural behaviour, there are other factors 
which forced the rate of change. Firstly, the industry's 
move to trade upmarket had spin-off effects at many levels 
The Trade Development Council promoted the new look 
with upgraded Ready-to-Wear festivals (1976-79), focusing 
on the international rag-trade's attention on quality- l 
conscious production. 

The Young Designers contests, a much-publicised 
feature of these events, served to shift not only the local 
industry’s priorities towards design innovation, but also 
the local public's awareness of fashion per se. Secondly, 
the vast shopping malls that mushroomed at this time made 
space for hundreds of boutiques, all competitively pitching 
for the young local market. 

While this set the scene for the sudden expansion of 
Hongkong's mass retailing industry, two 
additional factors clinched the process. 
One was the arrival of coordinated active 
sportswear (a tarted-up version of 
specialist sportswear) — an ideal 
transitional vehicle for a market whose 
sports enthusiasms were, at this stage, 
in advance of its fashion sense. The 
other was a factor without which 
Hongkong's recent fashion development 
cannot be fully understood: the 
Japanese. 

By the early 1980s, upmarket Japanese 
designers had gained more than a toehold 
in Europe and their influence there has 
since filtered down to the high street. 
What is not often realised by fashion 
analysts isthat as early as 1978, Japanese 
mass-market fashion was already 
flooding the outlets of Hongkong, having 
little competition from local 
manufacturers not yet geared up to home- 
market realities. Although less 
idiosyncratic than the famous designer 
clothes, this affordable merchandise 
offered Hongkong's youngsters a 
fashionable quirkiness with which they 
could easily identify and which, for once 
in its history, reversed the traditional 
West first, Asia second, order of style. 
(Many Western mass-market designers, 
on trips to Hongkong, remark on this 
trend and have often discovered that 
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| Ready-to-Wear: Tokyo 1983. ' 








styles still on the drawing-board back home are already on 
the streets in Hongkong.) 
This phenomenon not only affected local dressing habits 








Prét-a-Porter: Paris 1981. 


but also stimulated the Hongkong manufacturing-retailing 
operations into a more aggressive sales pitch. Hongkong's 
unique blend of manufacturin; 
capability and concentrated market 
enables local companies to react quickly 
to change; a valuable advantage in the 
fashion game. Many of the largi 
wholesale-export textiles companies who 
operated retail outlets as a sideline 
Yiangtzekiang (Michel Renée), Fang 
Brothers (Toppy) and Michel of 
Hongkong (Birds, Sports Connection and 
others) — began to up their retail profile 
in 1979 with theresult that now, themass 
market is dominated by these chain stores 
with branches in virtually every shopping 
mall in Hongkong. 

A percentage of this merchandise finds 
its way overseas, but the collections are 
basically designed for the Hongkong 
market, whose tastes are rapidly fusing 
with the West's. However, on certain 
levels, some differences remain 

Daniel Hechter is a French fashion 
house, but special collections ari 
designed, made here and sold undei 
licence through Michel Renée. The 
Hongkong designer is responsible for 
adapting the French-originated concept 
into styles more appropriate foi 
Hongkong tastes. For example, ochre- 
based colours are a no-no; Asian 
women like to show off their small 
waists and the target clientele is 
office workers on a six-day week, The 
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y pes | up from, say, the ' 
ASIAN FASHION eee et Y HONGKONG SILKS | 
London. (in HK$ million) | 1981 | 1982 | 1983 - 

result is that Daniel Hechter Asia-style is more Hongkong's Total domestic export Д 

a : -oriented of clothing 27,000 | 28,000 | 33,000 
conservative and less upmarket than its European group-orien etal e | pali | 
counterpart. | tastes may of silk products - 1,260 | 1,350 | 2,330 

Determining the difference between Hongkong and impoverish the Silk exporisas X of total 

Western markets seems to be largely intuitive. Some argue local fashion clothing exports 
that cultural traditions, however watered down, must be vocabulary to Silk garments as % of 
observed for any degree of retail success. Others maintain some extent, but exports' growth 
that times are changing and in the cheap'n'cheerful sector, they do provide A 
anything goes. But when a style is accepted in Hongkong, a receptive audience for tight-knit organisations whose 
you can be sure it is accepted en masse. There is little main message is volume. 
endorsement here for the individualist extremes that rise Western companies have been quick to cash in. The 





Sponging out the sweatshop image 


By Christopher Wood in Hongkong 





Hongkong has an image problem in truncation. For though garments and textiles still remain 

fashion — the need to rid itself of its the territory's largest export item — and there has béen 

reputation as the industry's sweat-shop. substantial export growth on the back of US demand — 

However outdated and mistaken that protectionist forces still threaten long-term survival 

reaction — many top international despite the territory's great adaptability. In the drive to go 

designers manufacture in Hongkong — up-market Hongkong has the clear precedent of the 

the Made-in-Hongkong label can remain Japanese designers who have won international 

a slur to those buyirtg garments at the top prominence after many years in the comparative 

end of the market, though times are wilderness. Their influence is apparent on the streets of 

m changing. Hongkong, as it is in other parts of Asia and this trend 

The sweat-shop label is certainly unfair. Neighbouring seems set to continue. 


Asian countries, of which China is one, have long So far, Hongkong has yettoproduceany  . 
replaced Hongkong as a я «^ M T, international-acclaimed, 
manufacturing centre for the locally born designers. Rather, 
world's rag trade because of the most successful designers 
their much lower labour costs have been expatriates who 
(hence the much publicised use Hongkong as their | 
recent move by the United manufacturing base. Still some 
States to tighten the country- are emerging. In August the 
of-origin rules). That has meant Hongkong Fashion Designers 
that Hongkong has had little Association was formed. With 
choice but to trade up and add some 29 members it hopes to 
value. further the image of 

This move to the higher end Hongkong fashion, the 
of the market has been promotion of which so far 
accelerated by Hongkong's & has largely been left to 
peculiar quota system where ws the government-subvented 


quotas are traded like ы з, ük Trade Development Council 
a Я 
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commodity futures. In the (TDC). 

past two years, buying That is a body which the 
demand from the US in designers argue is right out of 
particular has been so great touch with both what they need 
that prices of quota have been and the realities of what is a 
bid up to levels where it has cut-and-thrust business. 
become necessary to make Indeed stories abound of the 
clothes that command high naivity of the TDC in its clumsy 
retail prices, the mass forays into the sophisticated 
production of items being too fashion world; the prime 
expensive. Likewise, the high conclusion being that in future, 
prices have encouraged a move Hongkong fashion shows 
featuring local designers 
should be staged in the 
territory rather than, as has 
become the practice, overseas. 
When they have gone abroad 
the results, according to the 
designers, have not been 
auspicious. There was the 
celebrated occasion in Paris 
when the Hongkong Ready-to- 
Wear show managed to 
coincide with that of famous 
French designer Sonia Rykiel. 
While in New York last year the 
TDC hosted another Hongkong 






not subject to quota such as 
silk, linen and ramie. 
Hongkong's silk exports, for 
example, rose 73% last year to 
HK$2.33 billion (US$298.72 
million). As a percentage of 
total clothing exports, silks 
now account for 7%. 

The high-fashion end of the 
market has then become an 
important priority, if not a 
necessity, for Hongkong if the 
garment business here is to 
survive without further 





Diane Freis women: she started on a US$3,000 loan in 1977. 
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American Esprit and the Italian Bénetton lide dibniticant 
inroads in 1983-84. Both push a wholesome, unisex image 
that provides a marketable alternative to the Japanese 
influence and its local derivatives; both are acknowledged 
as being in the vanguard of international mass-market 
fashion — due to their well-considered packages of total- 
look coordination, memorable graphic presentation and 
distinctive retail environments. Their product is 
international; there are no special Asian lines 

The presence of Esprit in Hongkong is understandable 
since 70% of its stock is produced here and retailed 
internationally through department and specialty stores 
But the choice of Hongkong as a venue for Esprit's 
ambitious first-ever own name store — a pilot for more to 
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` Jenny Lewis' work: she adapts traditional Chinese designs. 


fashion jamboree which received critical press billings. 
The total cost to the taxpayer was some HK$8 million. 
Perhaps most astonishing only one of the actual 
designers shown was present and even she was not 
invited. 


probably the most successful Hongkong-based 
designer, American Diane Freis, dismissed them as 
"non-events." Few would argue with her conclusion that 
the only way to generate international attention is to hold 
the shows in Hongkong and invite the international fashion 
press here so they can see for themselves. This in fact was 
the practice up to the late 1970s. 

But the image problem will only be properly overcome 
when enough Hongkong designers establish themselves 
internationally strictly on merit. In this sense government- 
sponsored shows border on the irrelevant. Freis has 
certainly built an international reputation selling under 
her own name, having only started in 1977 with a US$3,000 
loan from her family, by developing a unique distinctive 
style and clever marketing technique. With a US$5 million 
turnover last year and US$7 million projected for this vear, 
the product is a one-sized dress appealing to all ages. The 
dresses are both smart and flattering while strictly 
practical. They are made of polyester georgette, which has 
a feel akin to silk but unlike silk does not crease and is 
easily washable. With her marketing concept of the Diane 
Freis Woman, the designer has hit a winning formula which 
shows no sign of blowing out, as is clear by the number of 
people trying to copy her. The current production is 5,000 


4 sked about these government-sponsored events, 
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follow = point$ fo Hongkong's potential as a pacemaker ih 
the retail arena. > 

Benetton is somewhat different, as its stock is designed 
and made in Italy. European labels are de rigeur in 
Hongkong's exclusive boutiques, but at mass-market level 
imports cannot usually compete with local or Japanese 
goods. Whether Benetton sability to sustain its share of the 
market here is due to its uniquely efficient stvle of 
operation, or whether this heralds а general trend for mass- 
market imports remains to be seen. 

Either way, the fact that the products of Europea 





sweatshops are being snapped up by Hongkong s voung 
and increasingly discriminating consumers marks an 
ironic reversal in the established order of things п 





garments exported a month, 3,000 of which 
go to the US: another 1,500 go to her chain of 
six local boutiques 

Another expatriate who has carved out a 
niche in Hongkong is Jenny Lewis who 
adapts traditional Chinese designs. She also 
does all her production in China, the trend 
for the future. With four shops in Hongkong 
and 30% of her sales going overseas, Lewis is 
gearing up slowly to set up her own retail 
outlets abroad, for example in Paris. But 
with her designs aimed more at the haute 
couture end of the market, maintaining 
control over her product is more important 
than rapid growth. After years of trying to 
work within the TDC format of Hongkong 
promotion, Lewis is now featuring herself as 
a “British designer.” That Hongkong label 
still sticks 

As for local Chinese designers there are 
several names attracting growing 
prominence if not yet spectacular s 
Chairman of the Designers Association is 
Judy Mann who designs under her own name 
label. Her company Cheetah has a turnover 
of some US$800,000 a year. That is 
considered quite big for local independent 
designers, according to Mann. She is typical 
of many local designers in that she used to 
work for à large US importer based in Hongkong which 
was making clothes here under its own label. Mans 
designers start off as coordinators or merchandisers for 
such firms, jobs which involve liaising between the 
designer — who can sometimes be based in the US and 
simply sends his sketches — and the factories in Hongkong 
That kind of middle-man role is excellent training for any 


uccess 


designer brave and independent enough to want to run his 
own business. 

Perhaps the most fancied younger designer locally is 
Ragence Lam. Starting up in his own shop only four years 
ago, Lam has now moved to Swire House where both Issay 
Miyake and Matsuda of Japan also have shops. He sells his 


clothes at prices not far below the Japanese. With just one 
shop and à factory with some 20 workers, it remains a 
modest operation but the potential is there for growth 
Remarking that it is difficult to define Hongkong fashion 
as such, Lam says: "We need time. It has taken the Japanese 
over 20 years to get where they are. The Japa: 
is being hard pushed commercially in Hongkong a 
fashion is a part of it. The young Hongkong ( 
identify with the Japanese more readily than wit! 
Europeans.” 

But if Japan is the dominant influence right now and the 
example to follow, the real future for Hongk | | 
and the one which complements current developmen! 15 
for Hongkong to continue to gear up using China as tl 
manufacturing production base. That will mean 
overcoming the country-of-origin obstacle. Meanw! 
few would dispute Lam's claim: “We have a bad name we 
have to get rid of.” D 
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To Somchai, the fashion-buying public falls into three 
categories: “First, there are my regulars — those who 
appreciate my work and can afford beautiful things. Then 
there are those who have to watch their budget and only 
come when they want to be dressed for a special occasion. 
The last — the biggest — is the young generation who take 
whatever is fashionable regardless of quality. No matter 
how much they like my ideas, they won't buy them. But, 
one day, I know they will come to me." 

Foreigners have bought dresses from Somchai's 
boutique, had them copied in Hongkong, then sold them in 
New York or other major cities in the West — under their 

own labels, of course, "That's 
alright. Clients are just clients. 
They can do anything with what 
they have already bought. This 
happens everywhere," he said. 
That is why a beautiful blouse, 
selling for Baht 3,000 (US$130) 
abroad, can be found retailing in 
Bangkok for as little as Baht 
150-500. — 

At present, there are an 
estimated 500,000 skilled workers 
employed in the enormous garment 
and textiles industry. What is 
needed now is more qualified 
designers. Aware of this weakness, 
the Thai Garment Manufacturers 
Association has recently come up 
with a plan to organise an annual 

` Garment-for-Export design 
contest, to discover new local 
talent. Scheduled for early next 
year, the contest should prove 
beneficial in assisting Thai 
garment exporters at a time when 
there is growing import restriction 
in major Western markets such as 
the United States and the 
European Economic Community. 


More qualified 
designers needed 


By Payom Kusujarit in Bangkok 
Г Fashion shows have become an essential 
part of Bangkok's social life. “Just make 
sure there is a good crowd. I can always 
arrange a fashion Y 
show for you," 
said one young 
and talented 
designer, who 
would cover all 
EL. expenses of the 
~ Collection — including modelling 
. fees, sound and lighting equipment 
— plus space rental — without 
| receiving a single baht from the 
p 's host. How does she get 
- paid? The young designer is 
—eonfident she will be able to sell 
—most of the outfits on the spot. 


— Before a glamorous Bangkok 
audience, dressed to kill, long- 

| legged Parisian models paraded up 
' anc down the catwalk showing the 
- Jatest collection from the Paris- 
based Japanese designer, Hanae 
Mori. It was a convention for 
designs from the world's top 
couturiers — Christian Dior, Yves 
Saint Laurent, Nina Ricci, Kenzo, 
 Issey Miyake — and the cream of 

— Bangkok's fashion designers such 
-as Somchai Kaewthong of Kai 


A outique, Teerapan Wannarat of 
NL 







ғегарап, Kirati Cholasith of WA | 2> According to Norawat Suwan, 
— Duangjai Bis, Pichitra نشت رکیز اج ردو‎ g director of the Commerce 
_ Bunyaratabhandhu of Pichitra, Somchai: clients can do what they like. Ministry's Export Service Centre, 


- of Puh Gomen of Del Corso. Thailand's garment industry has 
| "*Iaim for high fashion and have been loyal to the grown substantially recently. Total garment exports last 

classic line," explained Somchai. “It's my year stood at about Baht 9.5 billion and export earnings 
- philosophy to dress my clients in a way worthy of this year are expected to top Baht 10 billion. @ 








various forms of interior decoration. Given the world- 
renown reputation of Thai silk, there should logically be 
strong potential to promote silk as a major export 
commodity. 

That, however, has not been the case and is unlikely to 






a I n theoverall usage of textiles, silk as a fabric probably 
' accounts for only a small fraction. But over the years, 
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silk has come to be prominently used by socialites. It is 
characterised by prestige and high fashion. 
Relative to other fabrics, silk is still pretty much a rare 


| and exotic commodity. Stymied by a combination of raw 


б material shortage and insufficient commercialisation, 
the status of Thailand's silk industry today is not much 
different from, say, 25 years ago. The industry still 
remains largely labour-intensive and hand-woven. 

For a long time, production has stagnated at about 
250-300,000 tonnes annually, which translate into about 
2 million yards of fabric. About half of this is sold 
domestically to tourists, with the other half exported to 
the United States (about 60-70%), Europe and Japan. 
Exports, valued at about Baht 150 million (US$6.5 
million) annually, are mostly in fabric destined for 





be so in the foreseeable future. The uncertain supply of 
raw silk has been one major setback. Undertaken by an 
estimated 50-100,000 rural families mostly in northeast 
Thailand — many of whom treat silk-breeding as a part- 
time occupation — production control is virtually 
impossible. This in turn prevents any full-scale 
commercialisation by Bangkok-based manufacturers 
and distributors, most of whom have no raw-silk 
production facilities of their own and have to rely on 
output from the farmers. 

One long-time foreign resident in the business 
commented: “The supply problem does not give you the 
elbow room to go out and market it in the world. Given 
the absence of mechanisation, silk is very much a 
handicraft commodity.” — PAISAL SRICHARATCHANYA 
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Fashion follows growing affluence 


By Lincoln Kaye in Singapore 


At first glance, the rag trade would seem 
to be precisely the sort of labour- 
intensive, low-return business that this 
booming city state would just as soon 
shift out of. Singapore's sweatshop phase 
is long gone; nowadays, with the 
workforce already seriously 
overextended by the demands of such 
growth sectors as electronics and 
construction, the island republic's 
economic planners place top priority on brainwork services 
and capital-intensive manufactures. 

Far from being abandoned, though, the garment industry 
has been targeted for new investment in line with 
Singapore's high-tech self-image. Government incentive 
grants and tax breaks have attracted sizable commitments 
to plant upgrading in the industry during the early 1980s. 
One result has been a steadily rising value-added 
component of clothesmakers' receipts. 

Mechanised efficiency must get some of the credit for 
these improved margins. But cost-cutting tells only part of 
the tale. As important is the 
qualitative enhancement of 
Singapore's garment-making 
capacity. 

The official aim is not to turn 
Singapore into an assembly line 
for mass-produced clothes, but 
rather to up-grade it into the 
high-fashion market. 
Automation boosts local 
garment makers' reliability and 
quality control, attracting more 
and more internationally 
recognised brand names and 
designer labels to subcontract 
here — Bloomingdale's, Macy's 
and Saks from the United States, 
Britain's Harrods plus the likes 
of St Laurent, Givenchy, Calvin 
Klein, Dior, Dunhill, Van 
Heusen, Esprit and others. 

Pricier products in turn 
translate into higher returns per 
garment for Singapore. And 
per-garment profits take on 
added importance in the light of 
US quotas, which are based on 
absolute numbers of imported 
items rather than their dollar 
value. Despite its still-growing 
over-dependence upon US 
trade, Singapore has been 
slower to feel the pinch of these restrictions than other 
newly industrialising countries in the region. 

So much so that, as late as May, local manufacturers 
could still find it “more profitable to sell quota allocations 
than to sell garments," in the words of a Business Times 
editorial. Factory raids that month by the government's 
Trade Development Board (TDB) turned up three operators 
whose quota allocations were suspended for trans- 
shipping Taiwan clothes to the US under a Made-in- 
Singapore label. American protectionist sentiment seems 
not to have been appeased by this gesture, however: barely 
a month later, US customs slapped quota restraints (a 
technical term different from plain quotas) on seven 
additional.categories of garment which are presently not 
made in Singapore, just in case local exporters might some 
day be tempted to trans-ship them. 
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Then in July, 500 Singaporean clothing and textiles 
exporters received detailed questionnaires from the US 
Commerce Department about alleged government 
“subsidies” they had received in the form of incentive 
grants, tax breaks, export finance and export-credit 
insurance. The questionnaires were sent to exporters in 13 
countries in response to US garment-industr y lobbyists’ 
demands for "countervailing duties" to be levied on the 
allegedly subsidised goods. 

The TDB has vocally protested both the quota restraints 
and the countervailing-duties proposal, but so far this year 
Singapore’s clothing industry seems more dependent than 
ever on the American market. In the first half of 1984, 
clothing shipments to the US have amounted to $$412,993 
(US$191,200) — nearly as much as the $$485,266 recorded 
for the whole of 1983. That boosts the American share of 


Singapore s garment exports from 48% last year to 61% SO. + 


farthis year. And thereis much more in the pipeline, notes 
a TDB spokesman, since the bulk of the quota allocations 
are typically filled late in the year 

Compounding this growing dependency on US markets 


is the relative strength of the Singapore dollar, which has 
been drubbing virtually every major trading currency 
except the indomitable greenback. Garment makers who 
had specialised in the Indonesian market, for instance, are 
now seeking to diversify since last year's rupiah 
devaluation has belatedly caught up with sales 

Clothing exports to West Germany, the republic s second 
most important customer, have held fairly constant, but 
other European nations have cut back sharply. As for the 
Middle East — once considered one of the most promising 
new markets for Singapore-made garments — its share 
dropped from 8% in 1983 to just 4.6% of clothing exports 
in the first half of 1984. 

Despite these setbacks, though, overall garment exports 
for the first half of 1984 showed a 34% expansion 
(annualised) over the previous year, largely due to the 
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3 е ersification, the ТОВ has mounted a major marketing 
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, four were in the garment trade, the highest number 
r any industry. 

EY. And two of those were set 
or Tokyo, where TDB 

Er man Chandra Das says 
zapore can "compete for 
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PHILIPPINES 
Crony-couture 
gives way to 

P irket reality. 


B 3y Cathy Netherwood in Manila 


Fashion is a serious business in Manila. 
The view from the airport or downtown 
Ermita may be wall-to-wall T-shirts, but 
within the elevated world of Manila's 
high society, the password is strictly 
haute couture. Filipinas are famous for 
their blend of flamboyance and formality 
and there is no shortage of designers to 
provide them with never-ending 
—— variations оп the theme. Indeed, the 
с sign profession itself has a firmly demarcated hierarchy 
е — with senior designers being shown due deference by 
the eir juniors — that perhaps reflects the pecking order 
Sustained by its illustrious clientele. 
_ Thissituation is not unusual in capitals with pretensions 
tc оа fashionable elite. There is always the exclusive custom- 
pered sector and, at the other end of the scale, a sizable 
s market dealing in the cheap, cheerful and often 
sh hod oddy. But a closer inspection of consumption patterns 
results in a major difference between Manila and its other 
"Asian counterparts. The middle-market sector and what 
4 A mericans call the bridge and better labels are very 
‘thin on the ground. The absence of an affluent middle class 
pre-empts such merchandise in all but the most limited 
tities. 
Given the glaring social contrasts of the Philippines, this 
is BBhardly surprising. What is surprising is that it exists at 
. Little more than five years ago, it did not. Then, the 

(7 m Bord designer meant one who only attended the in- 
- crowd. To such a clientele, ready-to-wear (RTW) is simply 
` not on; unless, of course, it isa little Chanel number picked 
up on à jaunt to Paris: and to designers schooled in this 
f system, RTW is fashion's poor relation, synonymous with 
the worst of the mass market. 

But times change and though revered senior désigners 
are still doing well, anew breed is now beginning to 
- challenge the system. Cesar Gaupo, for example, began as 
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&TDB has pulled together Singaporean de een ons this 


GARMENT INDUSTRY TRENDS 


Source: Trade Development Board and Department of Statistics, 





n apore's р: i iles. Dar Î he ive E )ee n neglig 
T Dut T )B spok ی‎ coder IE major coup that the 
` republic has secured the sponsorship of the Japan Export 
Trade Organisation for Tokyo's first-ever show of strictly 
‘Singaporean garments in November. 

Not too long ago, there would have been little to display 
in such a show. Singapore has only lately begun to generate 
„enough original design talent to mount an exhibition on its 
“own, industry sources concede. The glossy catalogues put 
out by the TDB for exhibits such as the Paris Prét-à-Porter 

(ready-to-wear) show in 
November hardly boast 
trend-setting styles. But 
they seem in line with the 
general run of what is being 
worn on the Champs 
Elysees, Fifth Avenue, 
Regent Street, the Ginza — 
or, for that matter, 
Singapore's own Orchard 
Road, now that growing 
affluence has raised local 
fashion-consciousness. D 





























a staff designer to the department store, Shoemart. 
Starting out at the bottom end of RTW rather than as an 
assistant to an established couturier (a route still preferred 
by most aspirants to the big time) gave Gaupo the right 
commercial grounding to open his own business, this time 
aiming at a more quality-conscious, high-fashion sector. 
Within five years his business has expanded from 15 
employees to more than 50, plus additional subcontractors. 
As far as he is concerned, RTW is thename of the game. 

Other young designers juggle the custom-made with 
RTW. Danny Dela Cuesta and Mike Dela Rosa started out 
with couture ambitions, but both have found that RTW is 
increasingly consuming their attention. Fernando 
Manipon, known as Pando, has quit couture altogether and 
is now concentrating solely on RTW both for the home 
market and for export. 

It is the export trade that has now become the pin on 
which the high-fashion industry's future swings. The 
number of designers making inroads overseas may be 
small, but this nucleus has become the focus of the 
government's fashion-export drive. 

The Centre for International Trade Expositions and 
Missions Inc. (Citem) was established in 1983 with the aim 
of developing and promoting Philippine industry abroad. 
The garment industry is among the top five priorities. 
Within a short timespan, Citem has harnessed a stable of a 
dozen or so RTW designers (including those named above) 
and has vigorously promoted them overseas: and while the 
manufacturing companies which churn out export orders 
remain the bread and butter of the business, Citem has 
taken a tip from Japan and Hongkong in acknowledging 
design as the all-important provider of image. 


Right now, Asian fashion is enjoying an 
unprecedented success abroad, cashing in on the 
Western penchant for exotic alternatives; the Philippines 

does not want to be left out. Like China and Japan, the 
country boasts a rich costume history, albeit one that is less 
familiar internationally. The Spanish colonial formality 
beloved of First Lady Imelda Marcos and her entourage is 
perhaps the most well-known style abroad but it is by no 
means the only one. 

Tribal and Muslim influences have generated not only 
distinctive clothing forms, but have also produced little- 
known vegetable fibres into unique woven constructions. 
Generations of skilled embroiderers have evolved a 
tradition of decorative hand techniques that at best is equal 
to work from China and Japan. In the past, such expertise 
has been creamed off into the couture class; indeed, some 
of the finest work is still done by cottage industries as Yet 


I n the fashion game, it is image that gets you noticed. 
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By Sheila Scipione in Sydne 

Australian fashion has at last achieved a 
high level of international sophistication; 
newspapers spread the fashionable word 
and even such traditional male-oriented 
publications as the Bulletin and the 
National Times have ventured into this - 
hitherto female-only domain. Glossy 
fashion magazines fill the shelves of 
newsagents and at least four new up- 
market publications have emerged in the 





past 18 months. 
With almost 50% of the country's female population now 





incapable of handling the volume necessary for RTW, But 
elsewhere, these labour-intensive techniques — so 
desirable in the West — are easily adaptable for mass- 
production. 

Slowly the West is waking up to it. At Citem’s Manila 
Fame Apparel week in Hongkong in May, orders — mainly 
from the United States — totalled US$40 million as 
compared to US$14 million at the 1983 show in Manila. 
The bulk of orders were for the manufacturing sector but 
several of the 10 designers who spotlighted the promotion 
reported good export orders. Plans are being made for a 
repeat performance in Hongkong 
next year. Meanwhile, Citem is 
sending eight designers to the Paris 
Prét a Porter (RTW) this 
September, followed by New York 
later in the year and design 
contracts with two major Japanese 
department stores are already 
under way. 

Despite Citem's much needed 
boost, export-oriented designers 
are struggling within an industry 
wracked by internal problems. The 
Philippines has a reputation 
abroad for unreliability, a tough 
inheritance for the eager designer 
to live down. Government red tape 
and poor internal communications 
are a constant source of - 
frustration. But the major problem 
is fabric supply. 

In Japan, designers enjoy 
support from the large textiles 
companies who provide them with 
the short lengths vital for a 
continuous high-fashion turnover. 
In Hongkong, the pick of the 
world's latest fabrics is freely 
available, but in the Philippines 
government import restrictions 
inhibit the ambitious, small-time operation. Home- 
produced fabrics are largely second-rate, or else 
unavailable in small runs. The resulting black market 
prices the goods out of a competitive bracket. 

Efforts have been made to break the vicious circle. The 
government's Philippines Textile Research Institute aims 
to expand and upgrade the local textiles production, with 

silk and ramie high on the list. As yet, silk is a new industry 
with just two factories (one is a joint venture with Japan, 
providing silk for the Japanese obi [sash]) but the 
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working full-time, the new Australian woman has been 
forced to take fashion and her appearance far more 
seriously than ever before. After almost 10 years of 
economic recession, savings stowed away during the lean _ 
years have been let loose on the now buoyant economy and ` 
the fashion industry has been one of the major benefactors. - 
Frazer Beath McEwing, editor of the leading trade paper 
Ragtrader, says that of his 20 years in the business only — 
during the past five years has he witnessed the emergence — — 
of an Australian look, though Australia has always had 
great designers, from Norma Tullo in the 1950s to Prue к 
Acton in the late 1960s. He applauds Australia s fashion 


Philippine stand at the Asian Silk Fair in Hongkong in 
August has attracted a projected US$400,000 worth of . 0 | 
orders already. " Hà d 

More significant is the ramie story. The Philippinesis — 
one of the few growers in the world of ramie, a vegetable - d 
fibre similar to linen and currently a hot fashion item. є 
Ramie Textiles Inc. (Ramitex) has been processing it since” 
the 1950s mainly for furnishings and uniforms; now, due to” 
the fashion demand, it is developing blends and qualitie 
more in tune with the times. Liaison with local designers — 
has never been top priority with Ramitex, which is more” 
used to dealing in volume, but this 
. year, through the help of Citem, ~ 
several designers are showcasing —— 
exclusive short runs in their | 
collections. 

Manila's fashion ambitions can 
be likened to those of Hongkong 
and Tokyo some 10 or 20 years ago. — 
But unlike Tokyo, Manila does not — 
have design ambassadors making _ 
names for themselves in the salons - 
of Europe and, unlike Hongkong, — 
the manufacturing sector has nevel 
attracted the volume and quality _ 
of custom that has made Hongkong - 
the centre of the Asian garment 
industry which, in turn, has oiled | 
the springboard for its own design. 
achievement. 

While there are valuable lessons | 
to be learned from both these cities, - 
Manila's particular problems will _ 
require a different set of solutions. 
The cooperation between the 
textiles and the design sectors 1s an _ 
encouraging step forward, but 1 
there is still a long way to go. 

Unless import bureaucracy is | 
steamlined, quality and innovation — 
will continue to suffer: and with 
money thin on the ground, the future does not look rosy. 

But the talent is there. Designers are hitting just that 
right blend of international chic and ethnic detail. Prices 
are very competitive and, despite political and economic 
instability, this past year has seen some definite progress. 

As crony couture gives way to middle-market reality, 
both at home and for export, the industry is in a state of 
transition. If the skills and enthusiasm of the designers can 
be matched at government and corporate levels, Philippine 
fashion may well ride it out in style. E 
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is of imported garments and some categories of 

stry have become economically unviable; if this 

ntinues, Australia could be dependent on imports 

- produced garments by 2000. E 

Taffs, designer and manufacturer and until 

president of the Fashion Industries Association, 

hat what he calls the fodder end of the industry — 

roduced manufacturing — at present claims 25- 

manufacturing revenue. However; the high cost of 
n threatens to erode the industry at its. | 

ns. Many large textiles-production units are 

t and operating on out-of-date machinery and 

y of textiles is often far below those from 

$. To compound the problem, heavy duties and a 

ota system inhibit manufacturers importing 


, Who has been in the trade for more than 21 years, 
hat rationalisation undertaken by large companies 
any instances led to the demise of quality at the 
end of the market: local producers aresimply unable 
bete and maintain quality at the same time. | 
ver, the industry is reputed to be worth more than 
0 million (US$500 million) to gross domestic product 
iploys much more than 80-90,000 registered workers 
n estimated further 70,000 unregistered home 

s. The value of retail sales for clothing stores 
À$343 million in March 1984, while department 
ok a further A$364 million. The industry is also the 
'gest employer of married women with, at present, a 50% 
tion rate. 











he industry remains heavily fragmented. In August, 
vin Weldon Publishers produced Great Aussie 
ashion edited by Elina McKay, which profiled 65 
esigners, each representing small to medium 
ng establishments. For example, established 
such as Acton, Trent Nathan and others sell 
eir own outlets and wholesale throughout 
Acton can be purchased in at least 100 outlets in 
nd the label is also produced under licence in 


designers.of this calibre diversify their talents 
ion to cosmetics and perfumes. Acton's turnover 
ated at A$13 million in wholesaling alone. Adele 

r sells from five company outlets and wholesales 

hout Australia. The companies’ estimated turnover 
‘holesaling is around A$10 million. The Palmer 

ke many others, produces under several labels to 
different age groups and income brackets: Adele 
В. A. for the 25-455 up-market group, J. A. С. 
ortswear for the 20-35s and J. A. G. for men. The 
'roup was successful in the United States several 














ag agreement with New Zealand to produce there. 
art Membery, Australia's success story of the 1980s, 
ed from zero to A$12 million in a little more than 
ars. His label concentrates on the 20-45s middle- 
design talent has reached saturation point: 
t Ashworth, Katie Pye, Robert 









npatti, Weiss, Stuar 

and others. Week by week, a new star rises on the 

n scene. | RN gs ч 

ralian fashion mirrors the country’s class structure 

e top end preferring to sport overseas imports from 
and Japan. Women are notorious for overspending 


e clothing industry asa whole is endangered by © 





of doubling this figu 


pany 
дау: 
_ Household savings rose by more than 2% іп the second 

half of 1983 and a corresponding increase in expenditure 
followed: in March this year, sales from clothing stores 
were up by 11.4% on the same period last year. Economic 
indicators estimate that 1984-85 will see increases by a 
further 3%. By 1985 the Australian population is expected 
to be 6.2% higher than in 1981 and women now represent 
more than 70% of workers in some areas. While the 
population is still very small, underpopulated and over- 
catered for, the industry faces a never-ending challenge. 
Present trends suggest that Australians will continue to 











Fabrics by Debbi Whitford (left) and Christine Schmidt's Memsahib. 


become more fashion-conscious in the future and the speed 
at which women are entering the workforce reinforces this 
tendency. 


A recent report submitted by the textiles, clothing and 


| 
| 
| 
| 
| 
| 
| 


| |. footwear advisory committee of the Department of 
ә, but sold out to return to Australia; it now has a | | 


Industry and Commerce claimed that a more “dressed up” 

` tendency was apparent in both men’s and women’s wear. 
While fashion has been identified at an official level as a 
major determinant for growth, it remains both a strength 
and weakness facing manufacturers. In the middle range, 
there is a considerable rate of attrition and economic 
failure: up-market brackets are less vulnerable, while the 
lower- to medium-priced end of the market may suffer 
severely in a bad season. ; | 

At present the industry is content; sales are up and 

continue to maintain this trend. For example, the giant 
Bradmill-Entrad group expects to generate A$400 million 
in sales in 1984 and isnow producing in the US; its product 

_is the stubbie, Australia's most popular casual short pants. 
Expected sales in 1984 arearound A$171 4 

is figure over t 
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First Class passengers deserve 
better than First-our Maharajah Class! 


Air-India’s Maharajah Class goes 
beyond First—an inimitable blend of Indian 
hospitality and international expertise in air 
travel. 

The Maharajah experience begins with 
express check-in facilities and exclusive 
Maharajah lounges at most airports. 

In the air, gracious sari-clad hostesses 
welcome you with the 'namaskaar —a 
traditional Indian greeting—and pamper you 
throughout the flight. Serve you champagne, 
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caviar and a choice of delectable Continental 
and Indian cuisine; exclusive china, linen and 
silver... fit for a maharajah's table. 

On our 747s, every seat is a luxurious 
Slumberette; exotic interiors, glowing with 
the motifs and legends of India. 

And for your inflight pleasure specially 
selected movies, music and magazines. 

You can go Maharajah Class to 50 cities 
world wide. 

It is the most fitting way to fly First. 


Maharaiah 





The telephone system 
for growing Companies. 


Plessey CDSS. 





Plessey CDSS is an expandable telephone 
system for companies requiring up to 250 extensions. 

Ten thousand systems have already been 
sold worldwide. 

For all business users, Plessey CDSS offers 
significant time and cost cutting telephone features 
and services usually only found on much larger 
systems. 

All-digital electronics also mean that Plessey 
CDSS can handle all the high-speed data require- 
ments of small and medium sized companies. 

Self diagnostic programmes constantly 
monitor the system's performance, to provide a 
simple, reliable, and cost-effective maintenance. 

Stylish Plessey CDSS is available in three 
compact sizes which require minimum office space. 

It's just one of a complete range of digital 
telephone systems from Plessey. 

Talk to your dealer about the digital telephone 
system that thinks along the same lines as you. 
Plessey Office Systems Limited, Beeston, 
Nottingham, United Kingdom NG9 ПА. 

Tel: Nottingham (44-602) 254831. Telex: 37468 
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Transack Systems Limited, 93 Mittal Tower, B-Wing, Nariman Point 

Bombay 400 021, India. Tel: Bombay 231006 

Plessey Telecommunications (Hong Kong) Limited, Tugu Insurance Building, 
12th Floor, | Lockhart Road (GPO Box 617), Hong Kong 

Tel: Hong Kong 5-275555 

Jardine Engineering Corporation Limited, Hopewell Centre, PO Box 517GPO, 
Hong Kong. Tel: 5-284422 

Plessey Communications Systems (Pty) Limited, 122 Arthur Street 

(PO Box 940), North Sydney, New South Wales 2060, Australia. Tel: 923 6333 
Telex: 21339, Cables: Plesspac Sydney 

Lityan System(s) Pe Ltd., Shaw Towers # 19-06 to 19-12 100 Beach Road, 
Singapore 0718. Telephone: 2965000. Telex: RS 22741 Lityan 


PLESSEY and the Plessey symbol are Registered Trade Marks of The Plessey 








When you fly Sabena, you may be unaccompanied but you re never alone. 





Sabena. 


Savoir faire in the air. 


Caring is knowing 
when a fellow needs a friend. 


Sabena people know what it feels like to be on 
your own for the first time. Curiously enough, 
a number of Sabena flight attendants got their 
first experience of flying as unaccompanied 
children too. So its easy for them to put 
themselves in a child's shoes. 

In the world of modern travel, it's not only 
children who can use a little care and comfort. 
All over the world, Sabena staff in the air, at 
airports and booking offices know how to anti- 


cipate your queries and problems, smooth 
out wrinkles and generally put themselves in 
your shoes. 

And Sabena appointed travel agents can 
fix anything from a bargain break to the most 
elaborate round-the-world trip. 

Thats Sabena savoir faire. 


Your travel agent or Sabena office has all the details 
about Sabena s worldwide network. 


Make sure you're booked aboard 
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SOCIOLOGY 


The book of the dead 


Suicide in Asia and the Near East, 
edited by Lee A. Headley. University of 
California Press. US$38.50. 


que book helps fill a huge gap in the 
English-language documentation 
of suicide in Asia. Laymen and special- 
ists alike will find a plethora of in- 
formation (some of it available nowhere 
else) on suicide in Japan, Taiwan, 
Hongkong, Singapore, Thailand, Sri 
Lanka, India, Iran, Pakistan, Kuwait, 
Iraq, Syria, Jordan and Egypt. 

The author has taken considerable 
pains: one can easily agree with the 
foreword that Headley was able to pro- 
duce such an "impossible" book "only 
through the exercise of much persis- 
tence, adaptability and resourceful- 
ness." It took 11 vears and 
nine trips to Asia for Head- 
ley to find her contributors 
and persuade them to write 
— no small task considering 
the enormity of the geo- 
graphical area, and the 
variety of cultural and other 
barriers with which she had 
to contend. 

What Headley found, how- 
ever, is not very startling: 
suicide is committed even in 
the Islamic states which cul- 
turally if not legally condemn 
it. The same is true of the 
Christian (especially Catho- 
lic) countries, where religi- 
ous proscriptions and social 
taboos have encouraged sui- 
cides to be hidden or unre- 
ported — thus deflating the 
official suicide rates. 

Headley concludes that 
"the suicide profile in Asia is 
the opposite of the Western 
profile in that in most 
[Asian] countries the largest number of 
suicides occur in youth and that the 
number decreases with age." More- 
over, "females account for a higher 
proportion of suicides and attempted 
suicides than in Western countries. " 

The higher rates among young 
Asians are said to be possibly related to 
"the rigidity of the cultural systems in 
countries where older persons are in à 
dominant position and where vital de- 
cisions — choosing a marital partner, 
finding employment, selecting a 
domicile, for example — may be made 
against the wishes of the young." 

The higher suicide rates among 
Asian women are more confidently at- 
tributed to their lower legal, social 
and cultural status in relation to men. 
They are apparently driven to suicide 
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by problems concerning marriage and 
divorce, relations with in-laws, infer- 
tility and disappointments in love. 

But the Western profile is never 
explained for the benefit of the reader 
who may not know that it serves as a 
label for a gross over-generalisation. If 
It varies as much as Headley admits the 
" Asian profile" does, and if suicides in 
both the East and the West have as 
much in common as any universal form 
of human behaviour does, then one 
must question the tendency of this 
book to endorse the East-is-East, 
West-is-West stereotype at a time 
when such views of the world no longer 
serve even political purposes. 

Headley's book is a monument of 
personal endeavour, which should 
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stimulate further interest in its sub- 
ject. It is also a good example of what 
can go wrong. when a practising 
California psychologist, who is also an 
expert on suicide, knows too little 


about some of the countries she writes | 


about to recognise a contributor's er- 
rors, which are then amplified by her 
own. 


T he first chapter, dealing with Japan, 
is a case in point. Its author, Kichino- 
suke Tatai, is billed in the foreword 
as Japan's *national representative" of 
the International Association for 
Suicide Prevention, which assisted 
Headley in contacting many of her 
writers. Considering the limited space 
in which Tatai had to compress his 
data, he has presented a comprehen- 


Seppuku, traditional Japanese suicide: nostalgia and hard data 


sive (though uneven and unbalanced) 
picture of suicide in Japan 

But it is also a confusing and some- 
times incorrect picture. Factual and 
interpretative errors abound. The 
Dutch, not the Portuguese, traded with 
Japan during the long period of isola- 
tion that began in the 17th century. It is 
not true that Japan has not had legal 
prohibitions and prosecutions of 
suicide. Nor have haiku poems “been 
popular since ancient times." And who 
cares to be told that Japanese love 
poems "must contain words about ki 
[the seasons]," when such quaint and 
faulty digressions fail to explain the 
“seasonal fluctuation" of suicide, 
which in Japan peaks in spring as it 
does in most other countries (including 
Western ones). 

Worse is Tatai's conclusion, in which 
he imposes soft-headed nostalgia on 
hard data which beg a very different 
analysis. Ironically, some of his own 
graphs suggest that suicide in Japan is 





not really increasing as he claims. 
Much less obvious 15 the relationship of 
the alleged "increase in suicide be- 
haviour" with the higher levels of 


| materialism" he laments but does not 


define, and with the greater proportion 
of "nuclear families" which he blames 
for the "alarming" suicide rates among 
the older generation 

Headley, for her part, uncritically 
accepts Tatai's unfounded suggestion 
that "the high incidence of suicide 
among Japan's aged people is owing to 
socio-cultural changes in that coun- 
try." But nothing could be further from 
the truth in a land where suicide rates 
among both the young and the old have 
tended to fall during the decades that 
Japan has been "victimised" by West- 
ernisation. — WILLIAM WETHERALL 
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‘institutions. Names apart, 
heir relative roles, In practice, 
s becoming a debate about the 


of the bank. The IMF's raison 


Treasury. 
o years ago апа the subsequent 
to the integrity of US banks, 
ch had made massive foreign loans, 
ed sufficient support for an effec- 
'ole — albeit under ever tighter 


rt image, is in trouble. 
Not long. ago, the bani 








und was making longer extended fund 


lending on quicker-disbursing pro- 


structural- adjustment loans (SALs). 


since the immediate post-war - 
of reconstruction have the 
d Bank and the Interna- 


* much other members, par- | 
developing nations — and in- 


his situation, they were in no | 
to gainsay it at this year's an- - 


ptember. Whatever else. may be 
pre of. world economic 


a US denar due Ne six | 
: Фау 


рана Bank'sa find rand thie. SA 
Lad ота Monetary] Fund’s | tc 

," quipped John Maynard - 
| at the birth of the Bretton. fu ї‹ | 
| ihe opinions’ s bf rich members: ánd the | 





is now more debate than ever. 


is no longer questioned. evenby 
ore rabid rightists in the United 
The Mexican crisis | 


litionality. But the World Bank, | 
Lits aid rather than lender-of- last- 


k an d the fund 
геге moving closer in a sense that the | 


lities (EFFs) while the bank was 
lending a little shorter — or at least. 


jects — as well as making EFF-like | 


dominate policy: That means a stable 
but circumscribed role for the fund 
and a declining world role for the 
bank. The bank was in trouble before 
the meeting. and unless its policy re- 
think, now under way, can inspire a 
change: of heart within the administra- 
tion of US President Ronald Reagan, 
its long-term future will begin to be 
questioned. 

The one potentially optimistic deve- 
lopment was a US call for a discussion 
of related trade, debt and lending is- 
sues by the Interim Committee and the 
Development Committee at the time of 
the fund's next Interim Committee 
meeting in early 1985. The British sniff- 
i such. a meeting already had 
D: in June at the. London 
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reality of its own liquidity, has moved 
back a little towards its original short- 


term adjustment rationale — at least, 


on the lending side. Arguably, the fund 


is now involved mainly in situations. 
| for which short-term. adjustment is. 


inappropriate, or impossible. But its 
reputation for tough conditionality 
helped to get a quota increase out of 


Washington and, for the time being, it 


has sufficient resources of its own and 


| influence with the commercial banks 
to give it clout. 


The bank, in contrast, is being forced 


Others, | 


(the original cotiéept'd ‘dates back. 
are becoming a major tool of | 


further away fróm its óriginal project- . 


lending goal while at the same time it is 
expected to do more with fewer re- 
sources. The *more" means faster dis- 


bursement. In the financial year ended © 


30 June 1984, disbursements leaped 
26% to US$8. 58 billion and a further 
big jump is expected this year as a re- 
sult of more fast-acting, policy-based 


US would tke a more flexible stance 
after the election. By then, it would 
also be easier to see whether the re- 
covery was likely to be self-sustaining, 
and whether fund conditionality was 
proving impossibly harsh for some 
debtors. | | | | 

At the back of many minds were real 
fears about where US deficits and high 
interest rates would eventually lead, as 
well as questions about the duration of 
world recovery, the impact of protec- 
tionism and the continuing menaces of 
debt and illiquidity. There were hard 
words from almost everyone — notably 
including fund managing director 
Jacques de Larosiere on the US budget 


deficit. But warmed by the glow of 


American self-satisfaction, and con- 
scious that the world situation from 
most aspects is at least considerably 
better than a year ago, delegates swal- 
lowed some nasty medicine with resig- 
nation. And the meeting was symboli- 


lending: loans made in connection 
with macro or sectoral policy adjust- 
ments. 

Various Arguments can be put for- 
ward to justify the change in the bank's 
ct. such as countries im- 
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which makes policy frameworks and 
d back-up services as important as buy- 
_ing new machines or building more 


dams. Domestic resource constraints, 
too, make it difficult for governments 
to meet their part of the funding for 
bank-backed projects. In fact, overall 
economic policies have been so ill-con- 
ceived as to require medium-term 
commitment to more realistic ones... 
But these arguments are as much a - 
response to political pressures from | 
the developed-country shareholders 
for policy conditionality . as they are a 
response to the economic needs of the 
hour. Whether they pay off in terms of ` 
increased support has yet to be proven. 
Without a capital increase becoming | 
effective within the next 18 months or 
so, bank gross lending will peak at 
around US$13 billion a year while net | 
lending will become zero then negative 
as repayments in rease rapidly. | 
Coming on top of a decline in Inter- 
national 3 Deve o ment _ Association 





















































cally crowned by a long-argued agree- 
ment between the fund and Argentina, 
the most recalcitrant of the major 
Latin American debtors. 

Indeed, the failure of the Latin 
debtors to present a convincing united 
front against their creditors has made 
it possible for the fund and the com- 
mercial banks to take a “case-by-case” 
approach to debt defaulters. A meeting 
of Latin American nations at Mar del 
Plata, Argentina, in early September 
requested a general discussion with 
creditors. But Brazil, Mexico and 
Argentina, in practice, have all gone 
their separate ways, in the process 
leaving the smaller and mostly poorer 





hypocritical than most. On the other 
hand, no matter how much various 
countries may complain about US)pro- 
tectionism, most of them — not least 
the middle-income nations with the 
most precarious finances — are now 
running huge trade surpluses with 
it. 


he US position is a mix of ideol- 
ogy, nationalism and hard-nosed 
pragmatism. The net result is not 
simply a constraint on resources, but 
the channelling of a greater part of 
them to nations whose problems could 
do the most damage to US (and by ex- 
tension Japanese and European) banks 


"ur 
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action is most apparent in relation to” 


the International Development As- 
sociation (IDA) and Africa. Funding) 
for the IDA has fallen because of 
combination of US hostility to 

posed “give-aways,” and the unwil- 


on "burden sharing" and make up part 


of the shortfall. At the meeting the 


bank launched a special programme 
for sub-Saharan Africa, in many parts. 
of which incomes have been declining 
for several years. The bank urged de- 
veloped countries both to provide more 
money and channel it more effectively. 
But the share of the IDA's own de- 
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Latin debtors in the lurch. and to US relations with friendly mid- | clining resources going to that regionis __ 
Asia — even the Philippines — | dle-income nations. This may help the | now almost static at 33%. Meanwhile 
barely got a mention among delegates | stability of a world system undermined | China, which boasts relatively high d 
more preoccupied with the dollar's | by recession, debt and high interest | standards of nutrition, public health 4 
strength, Latin debt and (at least nom- | rates, but it does not necessarily have | and literacy, and which has ample ae- Е 
inally) African penury. Japan's en- | much to do with the specifics of growth | cess to commercial funds, is getting a | 
hanced share in the bank and Finance | and the alleviation of poverty in indi- | chunk of IDA money. This is, of course, 7 
Minister Noboru Takeshita's chairing | vidual countries. a political question. Japan and the US Î 
of the meeting were not reflected in The dichotomy between words and | in particular want to bring China 9 
that country's contribution to either closer to their orbit. Meanwhile, the — 
discussions or capital flows. bank's appeal for additional resources 
Takeshita indulged in the normal specially for Africa so far has fallen ШЕ 
denunciation of protectionism. But largely on deaf ears — Australia being 7 
whatever the truth of the matter, most a rare exception. ы] 


nations seem to treat Japanese protes- 
tations on this subject as even more 


US indicated it was yet to be convinced 
of the need for a capital increase. But 
to keep commitments growing by 10% 
a year needs a capital increase of some 
US$50 billion — though the paid-in 
portion would be less than one-tenth 
that amount. 

The urgency of the capital situation 
has been magnified by the fast-dis- 
bursement policy of the past two years 
or so. Some developing members feel 
this has been as much aimed at helping 
the lenders as the borrowers, and has 
been used as a wedge for ideologically 
motivated policy conditionality. The 
capital need is linked to the bank's cur- 
rent self-examination which is due to 
produce some results early next year 
(REVIEW, 27 Sept.). 


S o far, the emphasis seems to be on 
enhancing the bank's catalytic role 
which, presumably, means creating 
policies directed at attracting other in- 
vestments from corporations and com- 
mercial banks. There is also major dis- 
cussion on how best to leverage the 
bank's capital base to increase re- 
source flows without impairing its 
standing in capital markets. There is 
no lack of ideas — the bank's so-called 
Bank for Short-Term Financing, using 
the bank's guarantee facility, shorten- 
ing repayment periods, or selling some 
successful venture loans to private in- 
vestors. 





But in essence, the intimations of 
change appear to be a little too close 
for comfort to the US view of the bank 
as an instrument of policy change on 
the one hand, and support for the pri- 
vate sector on the other. This is a lot 
different from the bank's traditional 
role as investor in the long term in 
infrastructure-based projects with a 
high economic rate of return, but not 
necessarily a high financial rate of re- 
turn. 

Catalytic roles are fine if the private 
banks are nervous on their own. But if 
commercial bank flows are to decline, 
what is needed from the World Bank is 
more direct resources. The US em- 
phasis on policy-based and non-pro- 
ject lending also seems tó run counter 
to the rigorous economic rate-of- 
return criteria which the bank likes 
to apply. Returns on most project loans 


The same political rather than de- 
velopmental criteria have enabled 


can be readily assessed. Much more 
difficult are quick-acting sectoral 
loans linked to policy reforms. The 
bank argues that this has been a 
gradual process. 

The bank is also beginning to argue 
that it needs strict conditionality to 
keep its reputation in capital markets. 
But, in reality, bond buyers may be 
more impressed with a bank which 
lends to indentifiable investments 
than one which is becoming increas- 
ingly an economic or political policy 
tool. Their different roles should not 
prevent bank and fund from cooperat- 
ing. And all who avail themselves of 
support have to recognise that market 
mechanisms are the basic philosophy 
of both institutions. 

Currently, the fund is sure enough of 
its own role. But the bank is in danger 
of falling into traps of politicisation. 
Some believe that the re-thinking and 
the need for a capital increase could 
lead the bank to become less respon- 
sive to the needs of investment and 
growth based on market-oriented 
pragmatism. Instead, it could become a 
slave to slogans and, ultimately, to the 
overt foreign-policy objectives of 
major shareholders. Events of recent 
years have shown the global inter- 
dependence of trade, capital and other 
factors. No global institution can be 
both sectarian and useful. 

— PHILIP BOWRING 
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Hungary to borrow from the bank. 
This, the bank asserts, does not detract 
from the availability of funds for 
genuine developing countries: how is 
not explained. The bank is approach- 
ing a serious shortage of resources and 
the focus of its lending has shifted in- 
creasingly to rapidly disbursing sec- 
toral loans, which in turn implies cut- 
backs in project lending which is still 
required if long-term growth is not to 
suffer further. 

The evidence is that without addi- 
tional resources from these institu- 
tions, prospects for capital flows are 
poor. The commercial banks are at pre- 
sent responsible for a net outflow from 
the developing world, mainly to the 
US. But scared by a combination of 
bad experiences and tighter regula- 
tion, almost all of them indicate their 
contribution will decline in the coming 
years — relatively if not absolutely. 
That may be unduly pessimistic. With 
its restructuring agreed, Mexico is 
testing the market for new money and 
the omens are good. Bankers have 


short memories. 
E debt is still crippling and adjust- 
ment policies forced on some 
countries are beginning to be politi- 
cally unacceptable. Any serious set- 
backs to improvement in current ac- 
counts could yet see debt repudiation, 
or force bankers either to accept huge 
write-offs or lend more in the know- 
ledge that they would be lucky even to 
receive interest payments. 

The Latin problem, however, may be 
having one beneficial side-effect. It 
has made the US more aware of the 
critical link between protectionism 
and debt service. Although there has 
been a slide towards protectionism in 
the US as elsewhere, there is an ap- 
preciation that significant new bar- 
riers against developing-country ex- 
ports could have hazardous conse- 
quences for the financial system, and 
could be highly damaging to US politi- 
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ut the weight of existing Latin 
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cal interests, particularly in South 
America. 

As a result of the dominance of debt 
and interest rates, little attention was 
paid at the meeting to commodity 
prices, despite the sharp falls of the 
past few months, which are hurting 
both the big debtors and threatening 
the growth prospects of most Asian 
countries. These countries, which so 
far have continued to do relatively 
well, are beginning to worry about 
their own debt at a time of very high 
real interest rates. 

The fund, however, remains optimis- 
tic about commodity-price prospects, 
as about most aspects of the global 
economy. Its latest estimates are that 
prices of non-oil primary commodities 
will be 6% higher in dollar terms this 
year. This will contribute to a continu- 
ing fall in the current-account deficits 
of non-oil producing less-developed 
countries to US$45 billion this year 
and next — half the 1981-82 level — 
despite the still-crippling interest bur- 
den, estimated at US$64 billion this 
year. World trade volume is expected 
to rise 8.5% this year, and another 
5.5% in 1985. The spur is growth in the 
major industrial countries averaging 
5.2% this year and 3.5% in 1985, with 
inflation continuing at around current 
levels. 

A combination of this optimistic 
outlook with a Western, and especially 
US, obsession with financial rectitude 
ensured that there was nothing to com- 
fort the developing world. The policy- 
making Interim Committee agreed to à 
US request to cut back the enlarged- 
access policy to a maximum of 115% of 
quota in one year and 450% on a 
cumulative basis. The reduction is not 
great and will not have much practical 
effect, but it was indicative of prevail- 
ing attitudes. 

So, too, was continued opposition by 
the US, Japan, Britain and West Ger- 
many to a general allocation of special 
drawing rights (SDRs). This has been 
recommended by fund staff and is ac- 
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Who does 
what 


he Group of 24 (G24) is a group 

of finance ministers from the 
International Monetary Fund's 24 
developing-country members. 
Country groupings in the so-called 
Group of 77 (G77) nominate eight 
representatives each to the G24, 
which meets regularly — usually 
in conjunction with IMF ministe- 
rial meetings — to determine the 
developing countries' positions on 
developmental and monetary is- 
sues. (G77 functions as a caucus of 
the developing countries, particu- 
larly in the United Nations.) 

The IMF Interim Committee ad- 
vises the board of governors of the 
IMF on supervising the manage- 
ment and adaptation of the inter- 
national monetary system. The 
committee, the members of which 
are governors of the IMF, reflects 
the composition of the fund's exe- 
cutive board. The committee cur- 
rently has 22 members. 

The Development Committee 
consists of З: members, generally 
ministers of finance, appointed by 
one of the countries or groups of 
countries that nominate members 
of the World Bank's or IMF's exe- 
cutive board. The committee is re- 
quired to advise and report to the 
boards of governors of the bank 
and the IMF on all aspects of the 
transfer of real resources to de- 
veloping countries. 

— ANTHONY ROWLEY 


cepted by the majority of developed 


countries, The amount involved 
SDRs 16 billion (US$15.9 billion), 
which would mostly go to the indus- 
trial nations — is not very significant, 
but attitudes are. The argument 
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i ever; remains fund conditionality. 
"There was pressure from industrial 
. countries to tighten conditionality and 
. surveillance of borrowers even further 
|" in the name of adjustment — in other 
words, banks getting their loans back. 


There was also pressure to ensure that | 
the fund's role is as short-term as pos- | 
sible. This is in accordance with the . 
fund' s charter but may not. be арр; | 
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te to the circumstances.: 

gh the fund still | 
m-term extended fund» 
“the emphasis has- 





< loans 


maximum 18-month payout - 
quicker repayment. This not only helps 
the fund recycle available resources 
more quickly but, according to bor- 
rowers, effectively will give the fund 
greater leverage. The threat of having 
to negotiate a subsequent facility is al- 
ways present, as standbys are short- 
term solutions to medium- term prob- 
lems. 


pensatory financing facility (which 
helps offset cyclically low commodity 
prices) also raised developing-country 


hackles — again to no avail. But if the 


members, for all their complaints, are 
used to the fund as a dispenser of un- 
pleasant but necessary medicine, the 


- greater policy conditionality of World | 


. Bank loans is Something else. 





» counts for some 40% of the bank's 
total, and an even higher propor- 
_tion of the quick disbursing loans. The 
Group of 24 (developing countries) at- 
tacked the emphasis on this form of 
lending as “excessive” and deplored 
the link between “increasing condi- 
tionality and the quantum of bank 
lending” which could affect the “in- 
tegrity and flexibility of national 
policies.” Thailand’s Finance Minister 
Sommai Hoontrakul said conditional- 
. ity should only be applied to ensure 
successful project implementation and 
“пої used as allocative criteria or for 
ideological purposes.” 
The need for adjustment, for servic- 


ing debts, for fund conditionality and. 


for well-defined covenants on bank 
lending are mostly accepted by de- 
veloping members. So too is the need 
for fiscal and monetary responsibility 
to counter inflation and encourage in- 
vestment. Nations may be grateful for 
the stimulation of the US budget def- 
icit, but to hear Treasury Secretary 
Donald Regan demand they endure 


more budget cuts, and get into external. 


balance while the US runs astronomic 
deficits, is beginning to sour North- 
South relations after a period of great- 
er realism on all sides. 


‘eal bone of donteni. how | 


continue to intensify, " and while sub- 


| country agriculture. 


К ‘city | 
"shifted. to standby facilitiés with a . 
апа 


Increased conditionality оѓ the: com- 


olicy-related lending now ac- 













he. evelop untries 
re urged to accept impor iberalisa- 
tion as an article of faith while non- | 
tariff barriers against their exports 
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sidised agriculture in the developed 
world “piles up- unmanageable 
surpluses” which hurt develop 
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~ By Robert Ое!їз in Hongkong 
- gna further reform of China's foreign- 
_ Etrade system, foreign-trade corpora- 
—tions will be able to undertake im- 
T port and export activities without 
‘interference by the administrative or- 
gans of the state, the official Xinhua 
T пеуѕарепсу reported on 19 Sep- 
| tember. The reform, outlined in are- 
_ port by the Ministry of Foreign Econo- 
— mic Relations and Trade (Mofert) re- 
— cently approved by the State Council, 
_ reverses a policy of recentralising state 
— control over foreign trade announced 
-~ only in March. 
— The major effect of the reform, 
"which is to be implemented on à pilot 
basis and gradually put into effect 
— nationwide next year, will be to reduce 
— the monopolistic roles played by the 14 
` national foreign-trade corporations 
 (NFTCs). Import and export business 
— will be handled mainly by specialised 
— enterprises and corporations acting as 
_ agents on a commission basis, Xinhua 
said. Importers and exporters will be 
able to choose freely their agents ex- 
— cept for imports of turnkey plants and 
afew key commodities, which will still 
_ be handled by one of the 14 national 
— corporations. 
| While Mofert will continue to exer- 
cise leadership and management of 
_ foreign-trade activities, Xinhua said, 
— jt will not be involved in actual trans- 
— actions — the ministry's role is to be li- 
—  mited to drawing up overall policies 
__ апа ensuring implementation of gen- 
ега! principles. Foreign-trade enter- 
— prises, whether currently subordinate 
— A to Mofert or to provincial and munici- 
pal foreign-trade departments, will 
— A gradually become independent of their 
— former administrative organs and ope- 
rate as independent accounting units. 
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{ Е Chinese exports on the dockside: a sudden change of policy. 


Reverse for full ahead 


Я China revises its import-export system for the second time 
this year, giving local organisations more autonomy 
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` | | porter— from a base of US$10.2 billion 








The reform is intended primarily to 
promote efficiency and trade growth 
by creating an environment in which 
foreign-trade enterprises will compete 
for orders, providing incentives for 
trade companies to specialise, develop 
better links with clients within China 
and improve their intelligence about 
world market conditions. It will also 
bring Chinese enterprises closer to the 
realities of world market conditions. 

Passing the true costs and profits of 
foreign trade on to importers and ex- 
porters will prevent exporters from re- 
ducing prices to uneconomic levels, ac- 
cording to an editorial in the Peking 
People's Daily on 20 September, and 
will force importers to consider the 
prices of goods on international mar- 
kets. 

Although NFTCs are already inde- 
pendent accounting centres, at least in 
theory, in practice both the NFTCs and 
provincial-level trading arms have 
continued to act as a buffer between 
Chinese enterprises and world prices, 
covering their foreign-exchange 
losses, if any, with state funds (REVIEW, 
13 Sept.). The practice of foreign-trade 
companies “sharing food from the 
same big pot” has led to poor economic 
efficiency, according to the People’s 
Daily. In future, exchange profits and 
losses will be borne by importers and 
exporters themselves. 


T he announced reform reverses a po- 
licy of recentralisation in foreign 
trade announced only six months ago. 
The initial round of foreign-trade re- 
forms in 1979 and 1980 allowed pro- 
vinces, municipalities and ministries to 
set up their own trading organisations. 
This decentralisation was a key factor 





in 1978, the value of China's exports 
doubled to US$21.5 billion by 1981. 

But problems emerged as well — 
over-enthusiastic and often inexperi- 
enced new provincial trading organi- 
sations undercut other provinces, and 
prevailing world prices, to make ex- 
port sales. NFTCs occasionally had 
difficulties filling orders as com- 
modities were withheld by local en- 
tities for their own trading activities. 
The situation was exacerbated by the 
disparity between China's internal 
price structure and world prices, and 
by quasi-government trading arms' 
access to local government funds to 
cover trading losses. 

A national foreign-trade work meet- 
ing held under Mofert auspices in Feb- 
ruary called for a strengthening of cen- 
tralised ministry control of foreign 
trade. A policy of recentralisation, of- 
ficially announced by Mofert spokes- 
man Huang Wenjun at a press confer- 
ence in March, called for the ministry 
to determine fixed commodity prices, 
establish quotas, and gave trading 
monopolies to the NFTCs over com- 
modities such as oil, grain, cotton, 
sugar, steel and timber. Peking also ex- 
panded the range of commodities for 
which export licences are required 
from 99 to 129. 

Local foreign-trade corporation 
branches would be confined to de- 
veloping sources of commodities for 
delivery and improving the quality and 
variety of export goods, Intertrade (a 
Mofert magazine published in Hong- 
kong) explained in May. The article, 
signed “Our Commentator,” also 
pointed out that unfettered competi- 
tion among foreign-trade corporations 
had put foreign and Overseas Chinese 
dealers’ agents into difficulties and 
“deprived them of legitimate profits.” 


his echoed widespread complaints 
by foreign traders of commodities 
ranging from pharmaceuticals to tex- 
tiles that freewheeling local trading 
arms in China were disrupting world 
marketing patterns. Importers of 
Chinese goods to Western Europe, for 
example, occasionally found them- 
selves competing with identical 
Chinese products originally exported 
to North America — at a cheaper price. 
A division of opinion within Chinese 
circles regarding recentralisation was 
immediately apparent, however. Even 
as the recentralisation policy was an- 
nounced, other top government offi- 
cials in the Bank of China, Shanghai's 
foreign-trade leadership and Chinese 
trading firms in Hongkong were call- 
ing for even greater decentralisation, 
the Washington-based China Business 
Review noted in April. Concern was 
expressed that recentralisation would 
cut into export growth, which had al- 
ready declined to 9.3% in 1982 and 
only 2.3% in 1983. 
Whatever its practical advantages, 
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What we do to make our passengers 
feel they’re in their 
seventh heaven and not at 30,000 feet. 


Sitting in the same seat for hours on 


end can become monotonous. 


Unless someone does something to 
make it enjoyable. By ensuring, as 


And while you're deciding whethe: 
it’s going to be the cinema or the con- 
cert hall (our headphones are free, by 
the way), your children are painting 


THE LITLE BEAR. 
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Swissair does, that the seat is as com- 
fortable as the ones inour aircraft. And 
also as practical: 


No sooner have you made yourself 


nice and comfy than you’re in the bar 
having a drink and reading your fa- 
vourite newspaper. Then, without get- 
ting up, you wander into the dining- 
room, where we serve one of our beau- 
tifully prepared meals. Dessert and 
coffee make their appearance in the 
drawing-room: please remain seated. 

And here you are back again in 
your study, reading-room or living- 
room. (Can we bring you notepaper 
and writing things? Do you need a 
blanket or an eye shade while you 
sleep ?) 
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and drawing, or chatting to one ol 
our flight-attendants about the story 
of the little bear. 

Until you suddenly find yourself in 
our flying Tax Free Shop with its per 
fumes and cigarettes, ties, watches and 
scarves. (You can also pay by credit 
card.) And until the “Fasten seat belt” 
sign- finally lights up to bring you 
back down to earth from your seventh 
heaven. 

Or in other words until our cockpit 
crew lands you softly on the runway at 
one of our 98 destinations worldwide 


Swissair 
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Bank of China; Chen: a victory for 


— recentralisation is out of tune with 


current trends in economic thinking 


— within China's reform-oriented plan- 
- ning establishment, which now stress- 


— es the importance of competition as a 


"stimulus to efficiency and to reducing 
— government and party control or inter- 


ference in commercial and manufac- 
turing activities. 

The latest policy reversal represents 
an apparent victory of liberalisation 
forces both within Mofert and in other 


| government departments over a group 


"within Mofert favouring more cen- 


tralised control. Closely associated 
with this group, according to some ob- 
servers, is Mofert Minister Chen 


— Muhua. 


An outline of the proposed reform 


- was published in the Shanghai Shijie 


Jingji Dabao (World Economic Herald) 


— on 10 September, and preliminary dis- 


cussions of the new policy probably 
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appeared in internal Chinese publica- 
tions at about the same time. Then, in a 
report to the sixth Nationai Peoples 
Congress Standing Committee publi- 
cised on 18 September, shortly before 
the new policy was announced, Mofert 
Vice-Minister Zheng Tuobin criticised 
excessive bureaucracy in the foreign- 
trade establishment. 

Zheng, who has been tipped as a pos- 
sible successor to Chen, said the cur- 
rent system of foreign-trade manage- 
ment was at variance with the policy of 
opening to the outside world and could 
not meet the fierce competition in 
world markets. He described the major 
defects of the present system, accord- 
ing to the account in the Peking China 
Daily, as over-concentration of man- 
agement and administrative interfer- 
ence and separation of decision-mak- 
ing processes between producing and 
marketing units. 
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Reaction to the policy among foreign 
businessmen involved in China trade is 
still tentative, pending clarification of 
what it will mean in practice. But there 
is concern that, in the short run at 
least, a new round of decentralisation 
could exacerbate certain trade prob- 
lems. 

“There is a shortage of qualified, ex- 
perienced trade negotiators in China,” 
one trader pointed out. “Decentralisa- 
tion will mean a lot of new guys who 
don't really know what they're doing.” 
There is also concern that local trading 
organisations lack the sophistication 
and knowledge of international trad- 
ing practice that NFTCs have acquired 
— particularly in handling documen- 
tation and letters of credit. 

But in the long term, “decentralisa- 
tion should lead to better efficiency 
and a higher volume of business,” ac- 
cording to Tim Williams, area manager 
for China at Lloyds Bank Interna- 
tional. “What is impressive is that 
there are people in positions of author- 
ity committed enough to these reforms 
to go through the difficulties that will 
inevitably arise.” 

If decentralisation is to achieve the 
effects outlined by its proponents, 
however, it must be accompanied by a 
much more thorough programme of 
liberalising prices of goods China 
trades in than has been seen to date. 
Without price reform, decentralisation 
will only change the locus of decision- 
making; the environment of skewed 
price ratios in which decision-makers 
operate would remain unchanged. The 
politically sensitive issue of price re- 
form is expected to be taken up by a 
high-level party central committee 
plenum to be held within the next few 
weeks. 
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: _Ashowdown looms over US attempts to cut Japanese imports 


By Charles Smith in Tokyo 


t looks as if negotiations will start 
some time in October between Japan 
and the United States on the *volun- 
tary restraint" of Japanese steel ex- 
ports, though neither the US Embassy 


- here nor Japan's Ministry of Interna- 
tional Trade and Industry will confirm | 


this. 

The negotiations, to be handled on 
the American side by US Trade Repre- 
sentative William Brock or one of his 
deputies, will probably focus on the 
demand that Japan reduce its share of 
the US market from 6% to 5% in line 
with US President Ronald Reagan's 
proposals for limiting the overall share 
of imports in domestic consumption. 

Japan will fight hard against the de- 
mand, claiming that — despite appear- 
ances — it is already exercising re- 


- despite Tokyo's protests that it is exercising restraint 


straint. But the US may remain uncon- 
vinced. Unlike the European Econo- 
mic Community, Japan has no explicit 
understanding with the US on the level 
of its exports. This makes it vulnerable 
to the American strategy of demanding 
"friendly" talks on export restraint. 

When Reagan recently rejected the 
recommendation of the US Interna- 
tional Trade Commission for quotas 
and called instead for a "softer" ap- 
proach to solving the steel industry's 
problems with imports, the initial 
reaction in Japan was that the presi- 
dent genuinely intended to maintain 
some freedom of access to the US mar- 
ket. Subsequent soundings by Japan- 
ese steelmakers have prompted much 
less favourable conclusions. 

It is now felt in Japan that Reagan's 


target of an 18.5% market share for im- 
ports represents something fairly close 
to a hard-and-fast ceiling. To bring 
imports within the ceiling, not only 
Japan but a number of developing-na- 
tion exporters such as South Korea 
and Brazil will be “lent on" by Brock 
and his colleagues to limit exports. 

Japan's position with regard to US 
requests for restraint is complicated by 
the fact that it has its own problems 
with foreign suppliers. Imports of steel 
from South Korea and Taiwan began 
rising quickly in the late 1970s, causing 
complaints from Japanese steelmakers 
about the "disruption of the domestic 
price structure." In the past 18 months 
or so imports from South Korea have 
shown signs of levelling off, but this 
appears not to have been the result of 
market factors such as the weakness of 
the yen. Instead it seems that the Ja- 
panese steel industry itself may have 
been instrumental in reducing the in- 
flow of South Korean steel. 

One way in which the industry seems 
to have been able to restrain imports is 
by "exercising pressure" — an expres- 
sion used by steelmakers themselves — 
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h South Korean steel reaches Ja- 
"end-users. Japanese steelmak- 
may also have asked South Korea’s 
e-owned Pohang Iron and Steel 


presumably would have been 
to listen to this request or to 





icountered from Japan in its 
‚ build a second big integrated 


A М part from any hidden. pressures 
(that. may have been brought to 
ear, Japan took action in April to 
imit the tariff privileges accorded 
о South Korean steel under its 


free entry to all types of steel produced 
ountries, but the new system treats 


ers. Hot-rolled coils and plate, the 





as set at 4.9%. 
e issue of South Korean steel im- 
has a direct bearing on the Ja- 


a "orm ор such as | South 
геа, the US might offer better treat- 


apanese trade officials, however, 


ic refutation of the charge that they 
re “unfair” to South Korean steel im- 


US of adopting double standards in 
asking for free entry to the Japanese 
market for South Korean steel while 
Washington imposes anti-dumping or 
countervailing duties on the sub- 





e distribution channels through | 


D. to slow down its shipments. | 


ren less cooperation than it has: 


neralised System of Preferences 
SP). Before April, the GSP accorded. 


у developing or newly industrialising 
ome types more favourably than | 
‘types of steel which make up the à 
ulk. of South Korean shipments to 
pan, were placed under a tariff- | f 
ota system which limits the amount 
steel entering Japan untaxed to. 


out two-thirds of actual imports. |. 
е tariff on the remaining imports |. 


рреаг to be gearing up for an ener- | 


ports. They will probably accuse the - 


id sed steel READER. of developing » 





| Ji apan can is to vin gone out ы its 


way during the past year or so to assist 


| in the restructuring of the US industry 


vesting in existing US steel 


| У Nippon Kokan of a 5 1% 
n National Steel, Nisshin Steel's 

ition of a 9.6% stake in Wheel- 
'ittsburgh Steel and Kawasaki's 


investment in California Steel Indus- 
tries, an international joint venture 


which acquired and reopened Kaiser 


. Steel's Fontana plant. 


Japanese steelmakers like to pose as 
philanthropists on the strength of hav- 


| ing invested in the US steel industry at 
à time when the over-valuation of the 


US dollar and under-valuation of the 
yen has widened the normal gap in 
production costs between the two 
countries. In fact the industry has had 
sound reasons for acquiring a stake in 
production in its largest overseas mar- 


. ket. 


On-the-spot production may be the 
only way for Japan to maintain its 
share of the market at a time of mount- 
ing protectionism. In addition, a shift 
towards à more diversified demand 


pattern has made it harder for Japan- 


ese steelmakers to supply their Ameri- 


can customers from far away. For these 


reasons Japanese steelmakers may 


-continue to move into the US, what- 
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_ the boom 


apan’s exports of steel to the 

United States increased in value by 
a factor of seven between the second 
quarter of 1983 and the same period of 
1984. Despite this, Japanese steelmen 
argue that they are not guilty of dis- 
rupting the market through an unwar- 
ranted export surge. Most of the in- 
crease in demand focused on flat rolled 
products including  surface-coated 


galvanised steel. This in turn reflected 
boom conditions in the US motor and | 


domestic-appliance industries. Japan- 
ese steelmakers claim to have had to 


.turn away American orders during the 


past year because their rolling 


facilities were already operating at 
‘maximum capacity: 
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Third World members demand 
more assistance and less 
supervision from the IAEA 


By J. S. Szuszkiewicz in Vienna 
hina completed the roster of the 
Vienna-based International Atomic 





| Energy Agency (IAEA) by attending 


the recent general conference here for 
the first time. China, a member of the 
IAEA only since January, became the 
last of the nuclear-armed states to join 
the international watchdog agency. 
For the newcomer's benefit, .the 
number of designated members of the 
board of governors had to be increased 
by one as a compromise since India 
might have withdrawn if the seat allo- 
cated to the Middle East and South 
Asia region had been taken away from 
New Delhi and given to Peking. 

The representatives of -97 of the 
agency's 112 member-states congratu- 
visdom of hav- 





ing China admitted to the club and 
applauded the announcement by the 
director-general, Dr Hans Blix of Swe- 
den, that an agreement was "in sight" 
on the Soviet Union's "voluntary offer 
to submit certain nuclear installations 
to the agency safeguards." 

The recurring theme of the meeting 











| was the long-standing criticism by the 
-| Third World that the IAEA spends too 
much money on supervising nuclear 


installations and not enough on tech- 
nical assistance for the promotion of 
nuclear energy in developing coun- 
tries. (Only 13 of the world's 325 nu- 
clear reactors are located in develop- 
ing countries.) The chairman of the In- 
dian Atomic Energy Commission, Raja 
Ramanna, complained that, though 
"India's experience has demonstrated 
that atomic energy is not only safe but 
is competitive with other sources of 
energy, less than 9% of the proposed 
agency budget for 1985 is allocated to 
nuclear. power and fuel-cycle related 
programmes, 

And his counterpart from Pakistan, 
Munir Ahmed Khan, pointed out that 
“since 1970 the safeguards budget has 
registered an increase from US$1.23 
million to US$33.7 million, whereas 
the corresponding increase in alloca- 
tions to technical assistance has been 
from US$2. 7 fpillion to. 05823. 5 mil- 





‘While. M. : dpi countries 





| pleaded for-funds to help them build 


nuclear-power plants, the indus- 
trialised East and West, in rare har- 
nue di stressed. the need to protect the 
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Capexil will bring it 
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people in more than 
100 countries 
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 Fvelegates to the 28th general con- 
4 ference of the International 
= ER Energy Agency (IAEA) in 
- Vienna had to prove they heed their 
—— Own advice when, on the opening day, 
— they were served irradiated prawns 
and frogs' legs. 
c The food irradiation project (to pro- 
r long the life of perishable produce) is 
considered a particularly successful 
- one under the agency's only regional 
= cooperation pact, the Regional Co- 
- operative Agreement for Research, 
E - Development and Training Related to 
s р, Nuclear Science and Technology, bet- 
_ ter known as RCA, the 13th annual 
` meeting of which coincided with the 
ot ` general conference. 
EC Under the agreement, Australia, 
India and Japan, as well as the United 
e B Nations Development Programme, 
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- rather than less agency safeguards. 

As a British delegate explained it, 
*the first safeguard system devised in 
у ‘the early days of the agency provided 
for the application of safeguards to 
— specific projects. It became clear that 
_ such safeguards did not give sufficient 
—eonfidence that the recipient state 
might not in parallel be carrying out a 
— military programme." The Nuclear 
__ Non-Proliferation Treaty therefore 

“made the IAEA its watchdog and 

asks the agency to supervise civil- 
ў z ian nuclear installations in signatory 
states. 

— Indian delegate K. S. Singh com- 
mented that the attitude of the indus- 
— "trialised countries was in contradic- 

— tion to the IAEA's statute. He said: 
“Article II states that the agency shall 

— seek to accelerate and enlarge the con- 
~ tribution of atomic energy to peace, 
_ health and prosperity throughout the 

— world. It shall ensure, so far as it is able, 

- " that assistance provided by it is not 

used for military purposes." Any state 

E wishing to increase the agency's re- 

. Ss nsibility would have to try to 
ES E ange the statute, said Singh. 

E. In his address to the conference, 

E - anna did not mince his words. 

— “We do not see the purpose of such 

restrictions on developing countries 

who only have peaceful programmes 

к for using atomic energy when coun- 

tries which can potentially destroy the 
world several times over have not 
made the slightest progress towards 

| et disarmament,” he said. With- 
t méntioning the Indian nuclear 

tor at Tarapur, which has experi- 
enced supply difficulties because of 
new legislation in the United States 
enacted after the agreement on 
Tarapur had been signed, Ramanna 
pointed to supply constraints experi- 
enced by developing countries “when 
mutually agreed contracts have not 
been fulfilled because they did not 
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à ` The glow of success 





contribute to a total of 15 projects car- 
ried out in 13 Asian countries. China, a 
member of the IAEA since the begin- 
ning of this year, may soon join RCA. 

The projects carried out under the 
RCA range from food preservation by 
irradiation to radiation sterilisation 
practices, nuclear medicine and 
isotope application in hydrology. The 
secretary-general of Thailand’s Office 
of Atomic Energy for Peace, Athorn 
Pastumasootra, told the REVIEW that 
the media and the public need to be 
better informed about the safety as- 
pects of handling nuclear material. 
Thailand is carrying out a project on 
the use of nuclear-control systems in 
the paper industry and also partici- 
pates in all other RCA projects. 

Most participating countries also 
conduct training courses on their re- 





satisfy some subsequent domestic law | weapons.. 


in supplier countries.” 

He then asked that the agency 
should “commit itself to the free ex- 
change of scientific ideas and discour- 
age embargoes on mundane conven- 
tional equipment such as pumps and 


pipes.” 


mong the few developing countries 

not explicitly asking for fewer re- 
strictions on the transfer of nuclear mat- 
erial and knowhow to developing coun- 
tries were North Korea and Vietnam. 


World pleaded for more assistance and 
more projects — and not only for 
"well-proven" technology. The chair- 


= - 


spective projects, and the IAEA invites 
participants from other RCA coun- 
tries. Australia announced that it will 
contribute US$260,000, over a three- 
year period, to phase П of the food 
irradiation project which will com- 
mence with a training workshop at the 
Australian Atomic Energy Commis- 
sion in May 1985. 

India pledged US$50,000 for the 
coming year, and South Korea's Minis- 
ter of Science and Technology Chung 
Oh Lee announced that his govern- 
ment, too, is willing to provide assist- 
ance to RCA projects. He suggested a 
radio-isotope laboratory established 
with assistance from the IAEA and 
West Germany which could act as a 
centre for radio-isotope applications 
in agriculture. South Korea, for many 
years, has been engaged in the promo- 
tion of food irradiation and expects to 
have a commercial irradiator soon. 

— J. S. SZUSZKIEWICZ 





man of the Sri Lankan Atomic 
Energy Authority, G. K. Dhar- 
mawadene, said promotion of 
peaceful uses of nuclear energy in 
developing countries “also must 
include generation of new technol- 
ogy. For example, one technique 
used in quality control in a factory 
in my country had been ruled out 
previously in two advanced coun- 
tries as impossible.” 

Those who may have expected 
political sparks over the Pakistani 
atomic-bomb programme were 
told by Khan that his government 
“is firmly committed to the policy 
of using nuclear energy for peace- 
ful purposes only.” He felt that 
“denying nuclear power to the 
needy developing countries is both 
unjustified and self-defeating.” He 
did not mention any country from 
which Pakistan may receive nu- 
clear technology. 

China is frequently alleged to be 
a possible supplier. But China’s 
Minister for Nuclear Industry 
Jiang Xinxiong told the conference 
that China “does not engage in nu- 
clear proliferation by helping other 
countries to develop nuclear 
. China will, in exporting its 
nuclear materials and equipment, re- 
quest the recipient countries to accept 
safeguards” as provided in the IAEA 
statute. 

The IAEA conference called on Is- 
rael and South Africa to place their 
nuclear facilities under agency 
safeguards (something not all agency 
members are willing to do); asked for 
an international convention prohibit- 
ing armed attacks against nuclear in- 
stallations for peaceful purposes, and 


| expressed the hope that the interna- 
Most other countries of the Third | 


tional convention on the physical pro- 
tection of nuclear material will enter 
into force at the “earliest possible 
time.” п 
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from a working 


Hewlett 


“At Varta Pte Ltd in 
Singapore, the HP computer 
systems speed up our testing 
process by 10-fold.” 


“One of the two HP 1000 systems we 
use handles automatic testing of nickel 
cadmium batteries and has been in- 
creasing the testing rate tremendously, 
thus saving us considerable cost.” 


Varta is one of the world's largest 
suppliers of batteries. Its products 
range from minute consumer batteries 
to huge industrial ones. 


Mr Helmut F. Glaser, Technical 
Manager for Varta Singapore, says, 
"We also use the HP 1000 to maintain 
our worldwide battery industry 
information file, which enables us to 
assess research needs, project sales and 
compare performance. Easy access to 
this information is definitely 
invaluable. 


"With this file on line, we can generate 
comparison reports tor management 
meetings in hours instead of days, as 
before. And simple reports only take 
minutes. 


"HP was the only vendor offering a 
total solution to our needs. The 
availability of professional support 
service and the reliability of the 
hardware were reasons for choosing 
HP. In fact, we're so impressed with 
the product delivered that we would 
recommend it." 


You should consider a working partnership with HP. Now. 


Call or write to your local office. 


AUSTRALIA INDIA 
Melbourne, Victoria Office Blue Star Ltd 
Hewlett-Packard Australia Pty. Ltd. BOMBAY 400 025. Tel: 4226155 
Perge Victoria 3130. INDONESIA | 
BERCA Indonesia P.T 
HONG KONG JAKARTA. Tel: 373009 


Hewlett-Packard Hong Kong Ltd. 
HONG KONG. Tel: (5) 8323211 


JAPAN 

Yokogawa-Hewlett-Pac kard Ltd 
Suginami-Ku TOKYO 168. Tel: (03) 331-6111 
KOREA 

Samsung Electronics 

SEOUL. Tel: 555-7555, 555-5447 
MALAYSIA 


Hewlett-Packard Sales (Malaysia) Sdn. Bhd. 
KUALA LUMPUR. Tel: (03) 943022 
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“At Taikoo Royal Insurance, 
our HP 3000 System has 
meant a fourfold increase 
in the transactions we can 
process.” 


“We use the HP 3000 Series 48 
computer with our own 'T.R.E.V.O.R.' 
on-line system for policy retrieval. To 
date, it has reduced our paperwork 
65% over our previous Batch system, 
and where a simple Motor Policy used 
to take 3 weeks, it now goes through 
in less than ten minutes.” 









Taikoo Royal Insurance Company is a 
major Hong Kong insurance 

company with a very impressive 
range of consumer and corporate 
accounts. 





" 
Mr Wallace Lam, Computer Manager م‎ 
for Taikoo Royal, says, "Our workforce Р % 
system in 1979. 9 





has been able to handle а 56% increase | 
in portfolio since we installed the 

"Our HP System provides us historical 
and statistical data which allows us to 
do Risk and Commitment forecast in- 
house. Such efficiency and accuracy 
makes us more competitive. 


"We're very satisfied. The 
communication within the system is 
unsurpassed, and HP's hardware and 
software are the most reliable I’ve ever 


experienced." 
gay deii eed | Productivity. Not promise: 
The Online Advanced Systems Corporation Hewlett-Packard Far East Ltd 4 
Metro MANILA. Tel: 815-3811/6 TAIPEI. Tel: (02) 712-0404 


THAILAND 
Seok Packard Singapore (Pty.) Ltd UNIMESA EE wn O m E W a = T T 
SINGAPORE 0511. Tel: 631788 Sunwong., BANGK el: 23 1/2 
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Putting doctor and patient in the picture. 





The faster the doctor can diagnose the disease, the faster 
he can cure the patient. Thanks to Krupp technology, 
physicians now see with “electronic eyes” providing 
unprecedented insights into the patient's condition. For 
earlier detection of illnesses – and faster, more effective 
treatment or prevention. 


On the monitor of Krupp's medical data collection and 
information system, the doctor can view color images of 
heart, circulatory system, brain, kidneys, lungs, thyroid 
gland or bones. And since all medical information is simul- 
taneously stored, checks can be made at any time to see 
if an organ has undergone alarming change. Another 


pacesetting Krupp technology. 


Engaged in electronics, industrial plant design and con- 
struction, mechanical engineering, steel, shipbuilding and 
international trade, Krupp offers innovative technology 
and engineering worldwide for healthy future growth. 
Why not consult us? 


For further information please write to: 
Fried. Krupp GmbH, StA VE/W, 
Altendorfer Straße 103, D-4300 Essen 1. 


Krupp. A tradition of progress. 
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Dalian port hopes to modernise with the help of foreign 
investment to regain its prominence of the past 


By Teresa Ma in Dalian 
Тт is an echo of history in China's 
choice of the 14 coastal cities which 
have been authorised to establish di- 
rect foreign investment and trade links 
— à privilege similar to that granted in 
1980 to the special economic zones, the 
first major initiative by the Deng Xiao- 
ping government to attract foreign in- 
vestors. All 14 cities are former treaty 
ports — footholds established by 
foreign powers on Chinese soil in the 
19th and 20th centuries, often by force 
or dubious diplomacy. 

Some might say that China risks re- 
awakening bitter memories of foreign 
occupation. Others might see in these 
14 cities a graphic example of how eco- 
nomic and industrial development has 
been frozen for decades in much of 
China. Dalian is still China's largest 
export port and one of its most indus- 
trialised cities, but almost all the eco- 
nomic development visible in the city 
today reflects its years under foreign 
occupation. 

It is ironic that some Japanese trad- 
ers now refer to northeast China (the 
area once called Manchuria) as "virgin 
land" — a reference to the region's late 
emergence as an important trade 
centre under communist rule. Japan 
and the Soviet Union both occupied 
Dalian from the late 19th century and 
extending even beyond the communist 
victory in 1949. 

Signs of foreign influence can still 
be found in the city's architecture — 
the building housing the Dalian 
branch of the Bank of China once 
housed the Yokohama Specie Bank 
(now the Bank of Tokyo or BoT) — and 
in its industry and transportation net- 
work. 

Dalian is the end of the Chinese East- 
ern Railway, which was intended by its 
Soviet builders to be an extension of 
the Trans-Siberian railway running 
across Manchuria to Vladivostok. The 
extension was completed in 1903. 
(Geographically, Dalian is on the 
southern tip of the Liaodong penin- 
sula, flanked by Bohai in the west and 
the Yellow Sea in the east. Dalian's 
long coastline boasts picturesque 
beaches — which carry a potential for 
tourism development — and some of 
China's best marine delicacies such as 
scallops, prawns, sea cucumbers and 
abalone.) 

The Chinese Eastern Railway facili- 
tated the economic development of 
northeast China and later Japan's 
military invasion. During the 1930s, 
Dalian functioned as a supply point of 

such raw materials as iron and coal 


and semi-finished goods to back 
Japan's militarisation. Today, the city 
is still the gateway to China's heavily 
industrialised northeast interior and 
the point where maize, sea produce, 
and crude petroleum from the Daqing 
oilfield in Heilongjiang province leave 
China, much of it still destined for 
Japan. 

In fact, nearly 60% of the goods leav- 
ing Dalian port are bound for Japan, 
according to Gao Lianbin of the Dalian 
port administration. Dalian outranks 
even Canton and Shanghai as China's 
largest export port. Exports in 1983 
were valued at US$3.9 billion, down 
from 1982's US$4.3 billion, slowed by 
the glut in the world oil market. Liao- 
ning provincial authorities are hoping 


REVIEW MAP by Frank Tam 

that freight value in 1984 will climb 
back to the 1982 level. Dalian port's 
total turnover of 30-35 million tonnes a 
year — about 67% of which is made up 
of exports — is second only to that of 
Shanghai. 


he port's main asset is the absence 
of silting and ice. It has a history of 
both civilian and military services, 
dating back to 1882 when construction 
began, but cah no longer adequately 
meet recent rapid growth in shipping 
traffic. Only 70% of ships that call at 
Dalian are able to berth; the others 
have to wait sometimes up to one 
month to load and unload their cargo, a 
situation that is particularly difficult 
for ships carrying perishable or 
dangerous goods. Major port expan- 
sion schemes are now being designed 
and implemented by the Ministry of 
Communications. 
The modernisation drive by the 
Chinese central government has taken 
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the city took off only ] terit 
was designated as one of the coastal 
cities to handle direct foreign invest- _ 
ment and trade. The civilian airportis ~ 
being improved, more hotels are to be — 
built and industrial enterprises up- 
graded. хф 
Current transport access to Dalian ~ 
is, to put it mildly, awkward. Аина | 
the train ride from Peking is a = 
day’s journey, the railway is consider- 
ably more reliable than flying. 
though the flight itself takes less 
an hour-and-a-half, the three sche- 
duled flights daily to and from Peking _ 
are extremely erratic and are often de- _ 
layed for three hours or more. Cancel- 
lations without notice are frequent. — 
The 48 seats on the small Soviet-made | 
aircraft are often all reserved for | 
cadres and emergericies. Dalian offi- 
cials said that the situation will im- _ 
prove when direct international flights _ 
— to Hongkong and Tokyo — start in — 
1985. | 
The most important and ambitious” 
of all plans is the establishment of the — 
Dalian economic and technological 
development zone — some 50 кт? of © 
swamps and cornfields 
which have been acquired _ 
from farmers and set 9 
aside for foreign-invested, ~ 
export-oriented — indus- 9 
tries. According to offi- 9 
cials responsible for plan- 
ning the zone, the munici- ^ 
pal government hás 
promised to spend Rmb 
910 million (US$199.44 
million) оп building 
infrastructure in the area, 
There are some 4,000 resi- 
dents in the area, most of 
them farmers. 

The municipal authori- | 
ties say they want to turn. 7 
the zone into an estate of m 

5500 factories with a skill- 
ed population of 500,000 _ 
by the end of the century. Other pro- _ 
jects on the drawing-board include а ~ 
railway extension to Dalian city prop- 
er, a harbour, a hydroelectric-power 
station, an underground gas vault and 
a sewage-treatment plant ۳ 
However, chances that the munici- ~ 
pal government will succeed in per- | 
suading foreign traders to invest in the Е. 
zone appear dim. A Japanese business- 1 
man involved in trading with China 3 
said he was told by the mayor of Dalian } 
that “the sad experience of the Sino- p 
Japanese war was but a scratch on the P 
thousands of years of friendship be- 
tween China and Japan." Although the 
two are now close trading partners, 
such lavish claims by both sides have _ 
not bridged the gap between China's ~ 
desire for Japanese funds and technol- ] 
ogy and Japan's reluctance to give 
Of the 19 foreign trading firms re- 
presented in Dalian, all but one are Ja- 
panese. Japanese trade representatives 
have expressed reluctance to invest, 
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Rare and “ai ff - ies litions' "1 | 
China's ridi aereis na joint- 
© venture law. They said their companies 
would not be interested in investing in 
` the zone or other parts of China 
_ cause such investment would have to 
` be export-oriented. The companies 
` would consider investment only when 
D ihe Chinese Government is ready to 
freely admit foreigh goods into its 
| domestic market. The few joint-ven- 
ture deals being negotiated involve 
_ mainly West European or North Ame- 
- rican partners. 
— The Dalian development programme 
is overly ambitious and the master- 
_ plan of the zone may be described роу 
—— as "a drawing оп а piece of paper, 
—  BoT official observed. The BoT, a eie 
` vate-sector Japanese commercial bank, 
the chairman of which was born in 
Dalian, is consultant to the city's deve- 
x lopment projects. The ' ‘general adviser 
contract” is vague, setting no time or 
- professional limits, so that the BoT 
may advise on financial matters or 
s contract technical advisers for a parti- 
Bu project. 
` The contract is not exclusive, but it 
| does give the bank a foot in the door for 
acing trade and investment pro- 
ts involving Dalian and enables the 
bank to dispense advice favourable to 
. Japanese interests. "We did not com- 
ў mit ourselves to say that we are ready 
- to lend [Dalian] the necessary funds,” 
‘said Hisao Yamada, general manager 
of BoT's development finance plan- 
- ning department. "We loosely said we 
j Would help financially." 
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he agreement’s most significant 
achievement, Yamada said, was 
E nce the Dalian municipal gov- 
ernment that advice costs money. "The 
- Chinese are not accustomed to the idea 
_of paying fees. When somebody gives 
"them advice, they d say ‘thank you very 
- much.’ That's all. We told them that as 
far as the BoT is concerned, we exempt 
| the fee because we can get a good mar- 
in the financing, but our consul- 

| tants liveon the fee." 

Zone officials told the REVIEW that 
they had been taking advice from busi- 
- pessmen from Hongkong, Singapore, 
- Thailand and Japan, including the 

Вот, all on a “friendly” *basis. They 
_ added that the BoT wanted the plan re- 
vised so that the harbour would be lo- 
— cated in a place convenient to Japanese 
—— Shipping. 

_ . Perhaps the first “peasant hotel" in 
_ the province, which opened in July, 
— will point the way to one potential 
source of funding for the city's econo- 

— — mic development. The Rmb 3.1 million 
Е Jinzhou Friendship Guest House with 

— 120 rooms, was financed and built by a 

— commune, with a Rmb 900,000 loan 

— fromthe state-owned People's Bank of 
— A China. The hotel's general manager is 
Li Facai, 36, a secretary of the local 

1 party branch and, until recently, a 
vegetable and fruit farmer. 
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Business in the Xiamen SEZ picks up after a slow start, 


but the high-technology future is still elusive 


By Andrew Tanzer in Xiamen 


he sleepy old treaty port of Amoy, 

now known as Xiamen, is coming 
back to life. Tourists, most of them 
Hongkong and Overseas Chinese, are 
pouring in and private enterprise is 
booming. To the delight of officials of 
the southern Fujian city, this special 
economic zone (SEZ) is finally taking 
off. ! 

Administrators in Huli Industrial 
District, the site of the SEZ, were dis- 
appointed by foreign investors’ listless 
response after the zone was christened 
in October 1980: Xiamen lagged em- 
barrassingly behind the three rival 
SEZs in Guangdong province — Shen- 
zhen, Zhuhai and Shantou. 

But the pace has quickened during 
the past, year, and by the end of June 
1984 Xiamen had attracted US$385 
million in investment commitments for 
82 projects — 53 of the contracts 
signed in the first half of this year 
alone. Now SEZ officials speak with 
more confidence. “We will surpass 
Shenzhen,” boasted one. “Our location 
and harbour are better and the educa- 
tion level of our workforce superior.” 
Some involved in the zone even speak 
of competing with Taiwan, the 
dynamic island economy only 200 km 
offshore. 

A little nudge from above appears to 
have made Xiamen officials sit up. 
Elder statesman Deng Xiaoping put in 
an appearance during a swing through 
three of the SEZs in February. The 
month after his visit, the bounds of the 
zone were enlarged from the 2.5 km? 
confines of. Huli to include the entire 
125 km? island of Xiamen. 

Premier Zhao Ziyang, during a visit 





to Xiamen in November 1983, clarified 
the focus of the four economic zones 
when he urged administrators to seek 
investments in technology- and know- 
ledge-intensive industries.  Zhao's 
reasoning is that, though these "win- 
dows on the world" are export 
oriented, they will not solve China's 
unemployment problem alone, and 
should concentrate on the more im- 
portant mission of modernising the na- 
tion's rickety industrial plant. 
Xiamen's grounding, however, is in 
light industry, and the SEZ's invest- 
ments to date — in hotels, food-process- 
ing, cigarette-manufacturing, build- 
ing materials, textiles, yachts and con- 
sumer electronics — barely satisfy the 
city's high-technology dreams. 


Fi investors are being attract- 
ed as much by the island's rapidly 
improving infrastructure as by the ex- 
panded scope of the SEZ. Xiamen — 
and Fujian province in general — have 
the misfortune of being the frontline to 
Taiwan, and were consequently given 
short shrift by Peking in industrial and 
infrastructural investment until recent 
years. A landing strip put down by the 
Japanese during World War II and a 
port used since the Ming dynasty went 
to seed, and the railway route between 
Xiamen and Fuzhou, the provincial 
capital, is still maddeningly circuitous. 

However, a new Rmb 150 million 
(US$59.86 million) airport went into 
use last year, though authorities are 
still operating from a makeshift termi- 
nal building. Xiamen International 
Airport handles 17 flights a week from 
Peking, Shanghai, Fuzhou, Canton, as 
well as charter flights 
from Hongkong. Accord- 
ing to airport director 
Jiang Yashui, Philippine 
Airlines will add Xiamen 
to its Manila-Peking route 
later this year, and 
Xiamen Aviation Co. —a 
joint-venture airline plan- 
ned between local agencies 
and the General Adminis- 
tration of Civil Aviation of 
China (CAAC) — intends 
to offer services to Japan, 
Hongkong and Southeast 
Asia. 

Mountains were levelled 
and the sea filled in to 
build the  1-km-long 
Dongdu Wharf, which 
began handling shipping 
traffic last year. Four 
berths, the biggest of 
which can handle 50,000- 
ton vessels, have been 
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ANNALS OF CHINA’S ENTERPRISE RE- 
s GISTER draws its information from the data 
_ file provided by the STATE ADMINISTRA- 
„| .TION OF INDUSTRY AND COMMERCE. 
Based on the information of enterprise regis- 
trations under the economic laws, this Register 
is an authoritative and comprehensive work of 
reference designed to disseminate information 
for all licit corporations. It is completely de- 
pendable, and well documented, presenting re- 
liable information and data for China's socialist 
economic construction. It further serves as a 
valuable reference source for those involved in 
the study of Chinese economy. 

Se ng qa | ab It contains information on 600 Chinese па- — — 
CO GEB ды... | ‚ | . tional corporations and foreign trading com- __ 
(TQ OP ` | panies, and their branch offices. The majority 

of the enterprises are new economic structures 
which have integrated supply, manpower, pro- 
duction, sales, monetary and material re- _ 
sources together to develop trade opportunities — 
and economic prowess. These corporations | 
and companies form the core of the national 
—€—Ü pM c enterprises and are instrumental in the import- 
Hard cover (1,200 pages) ing of foreign technology and equipment, and 
US$80.00 per copy ' ' ‘in the development of foreign economic rela- 
tions and trade. 

This Register published bilingually in English and Chinese provides a company profile, 
copies of business licence and certificate, scope of trade and registered capital of the individual 
corporation. Through the company profile, the actual business activities are described. 
supplemented with names and titles of key executives and pictures of major products and com- 
modities. 
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been expanded, construction 
ies at a feverish pace in Huli. 

e-storey factory buildings have 
completed and half a dozen more 
be put up by the end of the year. A 















estorsin town to talk business is 
completion, and some smart- 
Г. Japanese pre-fabricated cot- 
w resident expatriates are being 





3: holds much promise, but is 
ned by a shortage of hotel 
The gap may be filled soon, 
. as contracts for several 
have been signed by foreign in- 
The foreign investors in 
en, like the tourists, have been 

y Hongkong and . Overseas 
ise. According to Zhuang Wei- 
‘an economist in the Administra- 
Commission, this group has ac- 
ed for 80% of investment. But the 
ilso is keen to attract investment 
Japan and the West, and city offi- 
are particularly proud of deals re- 
closed with three giant United 
$. corporations — Coca-Cola, 
Reynolds Tobacco and Eastman 


island may lure even more big 
nufacturers after the central 
'ernment approves a proposal to ex- 
e. maximum tax holiday from 
10 years. Zone administrators 
labour costs, 
imb 120-180 a month, are lower 

Shenzhen — the most SUCCESS- 
he SEZs. Я | 
i three Sino-American eT 
de access to the domestic market. 
k will supply a turnkey plant — 
well in excess of US$100 million 
hat will produce colour photo- 


n wil be marketed in China 
Chinese trademarks. China cur- 
y imports US$11 million worth of 
r film a year, and consumption is 
ing annually. (The colour film 
will be the country’ s first.) 





e, Fanta and Sprite to a local bot- 


а US$1 million worth of machin- 
to anew plant that will produce 10 
ion bottles of soft drinks in 1985 
е Fujian market. | 

J. Reynolds has taken a 50% sane 
125520 million joint venture with 
Xiamen Cigarette Factory to 
nanufacture Camel, Winston and 
alem cigarettes for sale in China's 
oreign-exchange outlets, as well as 
ew Chinese br ands for export and the 
domestic market. The plant will roll 
‚5 billion cigarettes a year, or about 
42596 
rly 1 trillion. 





at ’ h the boundaries of the SEZ | 


; hotel, intended to house poten- 


hic film and paper. The entire pro-. 


пе beverages giant has contri- 


which range | 


-Cola will sell concentrate for | 
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Indonesia's management-education system badly needs 


overhauling, as a World Bank study points out 


By Manggi Habir in Jakarta 


n early September, a Jakarta school 
with only 28 students attracted an 
impressive gathering to its opening. 


The array of dignitaries included | 


cabinet ministers led by Economic 


Coordinating Minister Ali Wardhana, 
high-level government officials, lead- ( 
ing businessmen, bankers, diplomats | 
_tend to ignore behavioural sciences. 


and academics. 


Ви such a рете turn-out | 
was not unexpected as the school, the 
Institut Pengembangan Manajemen 


Indonesia (IPMI or Indonesian Man- 
agement Development Institute), is 
one of only two Indonesian graduate 
business schools granting an MBA de- 
gree and has a programme closely 
modelled on that of the prestigious 
Harvard Business School in the United 
States. Furthermore, the founders of 
the school had the foresight to include 
many of those luminaries attending the 
inauguration on the school's advisory 
committee (REVIEW, 27 Oct. '83). 

But the school — given its limited ca- 
pacity of 120 students a year — his 
meet only a fraction of the country’ 


massive managerial needs. In addition. 


its programme, placing the emphasis 
on upgrading experienced managers' 
skills (admittance is limited to univer- 
sity graduates with a minimum two 
yon business ADI is not di- 
gers, the most scarce category. 

"This shortage and the pressing need 
to improve Indonesia's management 
education was the focus of a recent 


World Bank study. Details of the final - 


report, which is currently being dis- 
cussed with the government, are not 
yet available. But the report's initial 
draft obtained by the REVIEW provides 
a critical assessment of the existing 
management-education system and 


cites crucial structural factors. con- 


straining management development. It 
also stresses the need to improve man- 
agement training quickly because of 
the large number of senior managers — 
particularly i in the public: ко who 
report notes that slightly - more "x 
half of the top managers of state enter- 
prises are due to retire within the next 
five years. 

Several factors contributing to the 
managerial shortage are cited by the 
draft report. Foremost is the low pro- 
ductivity, quality and relevance of In- 


donesia's existing management educa- 
‘tion. The annual turnout of graduates S 


from the public universities is a mere 
T% of total enrolment. In the private 






dency of- ‘teachers to neglect their 


teaching responsibilities — caused by 
the need to supplement. low incomes 
from teaching by taking outside work 
— is one reason for the low producti- 


уйу, the report notes. 


The lecture-dominated pr 'ogrammes 
are heavily technique-oriented and 


Teaching. and reading materials' are 


| often imported and not adapted to the 
. Indonesian 


environment. Limited 
academic contact, with the business 
world restricts the development of re- 
levant local teaching materials, the re- 
port explains. | 

As a result, the management- ~educa- 
tion system could not meet the sharp 
rise in managerial demand when the 
economy began to grow rapidly in the 
latter half of the 1970s. This appa- 
rently put a severe strain on existing 
managerial capacity and encouraged 
the development of a centralised or- 
ganisational structure where authority 
is heavily concentrated. Cultural fac- 
tors, namely the tendencies towards 
paternalism and conflict avoidance, 
which result in top-down, one-way 
communication, reinforced this trend, 
the report s Says. 


his situation had led to excessive 
reliance on controls, with limited 
management development and flexi- 
bility. Planning and budgeting become 
pro-forma and mechanistic. The for- 
mulation of corporate objectives and 
long-term planning are overshadowed 
by the preoccupation with prescribing 
short-term, ad hoc and detailed con- 
trols, the report argues. In fact, man- 
agement is often viewed as the “pro- 
cess of determining and administering 
procedures and controls” rather than 
one of goal-setting and opportunity- 
seeking. This view of management asa 


control function is prominent. in the: 


public sector. 
It is not surprising that managers of 
state enterprises have this conception. 
A study on state companies early this 
year listed 11 separate government 
bodies to which an average state com- 
pany has to report — one of them being 
Kopkamtib (the powerful Operational 
Command for the Restoration of Secu- 
rity run by the military). Interestingly, 
the financial crises of the state oil com- 
pany, Pertamina, and a major state 
bank, Bank Bumi Daya, in the mid- 
1970s was attributed more to a lack of 
controls than to mismanagement or an 
) objectives and direc- 
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In addition, existing compensation 
and promotion policies which are 
largely based on seniority — particu- 
larly in the public sector — encourage 
conformity and a reluctance to take 
risks. Appropriate policies and incen- 
tive systems based on performance for 
developing and rewarding managers 
are lacking also, the report argues. 
While these problems are evident in 
both the private and public sectors, 
they are worse in the state sector be- 
cause of limiting and rigid civil service 
policies. Consequently, it is the public 





sector that is suffering most from the 
shortage of managers. 

On a broader level, Indonesia's heay- 
ily regulated business environment is 
also blamed for holding back manage- 
ment development. With the govern- 
ment being such a major purchaser of 
goods and services in the economy, a 
company’s ability to deal successfully 
with the bureaucracy becomes more 
important than developing managerial 
skills, the argument goes. 

Having identified the problems, the 
draft report then proposes several re- 


commendations. The establishment of 
a. National Advisory Council con- 
sisting of government, business lead- 


ers and educators is suggested to 
facilitate policy formulation. This 
body would provide a forum for 
dialogue between the public and pris 


fate sectors on issues pertaining Lo 
management develop тЫ t, whi п could 
be used as Input tor policymakers. 


he report calls for the pr duction of 

more relevant teaching materials. 
[n this regard, links between manages 
ment institutes and the private as well 
as the public sector are suggested to 
encourage constant feedback. In addi- 
tion; the importance of strengthening 
and expanding perma! ent n-house 
training for both publi private 
enterprises 1s stressed 

The establishment of 
faculty of mana 
also is proposed LO 
status o1 mana 
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separate 
versities 
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addition, given the limitations of the 
university system, the report proposes 
the creation of “semi-autonomous” 
management institutes which И 38 


of excel- 
aching mat- 
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these in- 
research 


hoped would set standards 
lence, develop relevant te 
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cepts. The intent 
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When you're in Manila 


stay with friends... 


Holiday Inn Hotels 


Bombay * Colombo * Golden Mile Hong Kong 
Harbour View Hong Kong * Islamabad * Johor Bahru 
Kanazawa * Karachi * On The Park Kuala Lumpur 
Kuching * Kyoto * Madras * Manila * Nagasaki 
Nankai-Osaka • Narita • Penang * Royal Singapore 


Tokyo • Toyohashi « Yokohama 
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Have a larfe Suite 


at rate! 
| Best value in 
town. See you 
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Mr. Tony Eater 


437 Ocean View Heiphts Moliday Snr 
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Manila 


For further information and reservations, contact any 
Holiday Inn or the Director of Sales, Holiday inn Mania 


9001 Roxas Boulevard, Pasay City 3129, Metro Manila 
Philippines. Tel: 597961. 
Holidex: MNLRP 01258. Cable: HOLIDAYINN 


Telex: PN 63487 


«n - Or contact our Area Sales Director, Holiday Inn Royal Singapore 
tcm 25 Scotts Абад, Republic of Singapore 0922 Tel. 7377-966 


Telex: RS 21818 Cable. HOLIDAYINN 
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The military's staff-develop 


hanged hands, with a large propor- 
tion of the incumbents retiring. Quite 
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Importers benefit as Vales sink 


(іп the scramble to fill Asia- 
Й bound container cargo vessels 


By Peter Neibert in San Francisco 


sian traders and importers from : 
North America are taking wind- | 


| fall profits from a sudden outbreak 





of rate.cutting by. container-shipping | 
operators. More pricing action is sure 
herate war of 1984 unfolds 
ins-Pacific shipping trade. 

“Intensified competition has forced 
the dissolution. of the Pacific 
Westbound Conference (PWC), the 
largest shipping conference in the con- 
tainer trade from North America to 
Asia. No successor to the cartel is likely 
in the near future, leaving the market 
open to wholly independent pricing for | 
the first time since 1923. 

The direct cause of the crisis is sharp 
rivalry over the refrigerated transport- 
ation market from North America to 
Hongkong.. Although: the largest com- 
modity movement at stake is oranges - 
from California, the whole range of 








perishable cargoes from North Ame- - 


rica is already affected. In recent 
weeks, competition has cut refriger- 
ated container freight rates id Hong- 
kong by 30-40%. 

But because the PWC covers other 
major Asian container cargo destina- | 
tions, its dissolution means that unre- 
strained price competition will affect | 
all types of containerised traffic from 
North America to ports in Japan, 
South | Korea, Taiwan, China, the | 
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GAS aC The inside story 
RY oftheriseandfall | 
of Carrian ; 


The name Carrian will go down ( 
in history as one of the great " 
financial phenomena of the 
20th Century. Never has a | 
company risen so high and | 
fallen as quickly as this 
Hongkong-quoted operation, 
nor left such a trail of debt. 
Based in Hongkong, run by a 
Singaporean, financed | 
primarily by Malaysians, y- 
Carrian is very much a 
Southeast Asian story. It is а f 
story which as yet cannot 
be fully told as many 
matters are either before 
the courts or the subject of p 
continuing investigation. 
In this brief volume two 
journalists who have A 
followed the story A 
closely, Philip Bowring | 
of the Far Eastern - 
Economic Review and 
Robert Cottrell of the 
Financial Times, | 
outline Carrian's rise E 
and fall, and provide a 
Who's Who and What's What 
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——— of the players in the drama. They use 
documents and press cuttings in addition to their own 
words to describe the mood as well as the events of this remarkable saga. 


мі! 


To: Publications Division, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


Yes! Please send 





copies of The Carrian File for which I enclose US$6.50/HK$47 .00 each (surface postage inclusive” ) 


Name POUND ИГ 98750007: 

Address — | 

City ee РОВ БӨ сы ые БЕНИНУ ——— د‎ К 
*For airmail delivery please add US$2.50/HK$20.00. 
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mor e pressure.on the PWC than it 
` could withstand. The PWC trade has 
| 3; een severely imbalanced over the past 
three years, with more container cargo 
moving into North America from Asia 
, E than the reverse (REVIEW, 16 Feb.). In 
=> the weaker westbound segment of the 
— market, where the supply of containers 
ре chronically exceeds the demand, 
y | freight rates have fallen steadily. 

On 19 June the US Government put 
E. into effect its new Shipping Act of 
и 1984. This law includes a provision 
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«ri Lanka's balance-of-payments 
| surplus is expected to top US$220 
— million by the end of 1984, the highest 
Din more than 20 years, thanks to what 
| Finance Minister Ronnie de Mel calls 
— the “fortuitous circumstances" of 
= ` higher tea prices. With tea production 
d - better than it has been for two decades, 
. largely due to favourable weather, 
- thereis good reason forthe satisfaction 
_ on the faces of Treasury planners. 

But there are pluses and minuses in 
the economic picture. Tea prices have 
_ come down about 20% from their Jan- 
j - uary peaks in the auction. centres of 
| Colombo, London, Cochin and Calcut- 
_ ta, though they began rising again in 
E September. 

D Despite the favourable outlook for 
` the overall balance of payments, the 
— current account remains in deficit, 
— though much less so than in previous 
— years. Gross reserves at mid-year of 
ү" Rs 15.7 billion (US$623.02 million) 
— were 43% higher than a year earlier in 
— rupee terms and 36% higher in terms of 
— Special drawing rights, sufficient to 
— — pay for four months of imports. 
_ The country's economic managers 
` аге happiest that the budget deficit, 
= which de Mel admits has been "the 
E — of all my worries,” has come 
— down from 23% of gross domestic pro- 
| duct in 1980 — possibly one of the 
` highest deficits ever recorded any- 
— where — to 13% of GDP in 1983. The 
Finance Ministry hopes to bring this 
— down to 9-10% by the end of this year 
— but admits that “we cannot be sure of 
= these projections.” 
— Inflation, which had galloped to 
— 35% in 1980, was down to 10% in 1982, 
—— according to the Finance Ministry. But 
— there was what de Mel calls “consider- 
— — able slippage" last year — largely at- 
_ - tributed to a drought and the July 
— - ethnic riots, which left deep economic 
—— scars. Inflation is currently running at 
around 18% and Finance Ministry 
k; planners hope to bring it down to 12- 
14% by year-end. Central bank gover- 
nor Warnasena Rasaputram is more 
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ve actions. Yet container cargo lift- 
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ind encourages i pier spendent rate ac- 
tion by conference members. Oranges 
to Hongkong provided the first com- 
mercial test of independent action 
under the new law and the conference 
structure broke down. 

Surprisingly, the stronger leg of the 
trans-Pacific trade, from Asia to North 
America, also has some problems. The 
rate agreement from Hongkong and 
Taiwan to the US West Coast has been 
losing members rapidly. It is now out- 
numbered by independent com- 





optimistic, but de Mel says that he 
“tends to be at least 2% more conser- 
vative than the governor in most of 
these things.” 

Domestic rice production has 
reached a near self-sufficiency level, 
enabling Food and Agriculture Minis- 
ter Gamani Jayasuriya to win cabinet 
approval to donate 500 tonnes of rice to 
drought-stricken Tanzania. But abso- 
lute self-sufficiency has continued to 
elude Sri Lanka, and rice imports con- 
tinue, though they have been consider- 
ably reduced. 

The finance minister says that de- 
spite the brighter features, many 
structural weaknesses and imbalances 
in the economy remain. The budget de- 
ficit, even at an optimistic 10% of GDP 
at the end of 1984, is far too high to be 
sustained by the country’ s present re- 
sources. "It is the one main factor 
creating inflation, high prices, high in- 
terest rates and the weaknesses in our 
currency," de Mel said. "I think we 
have to bring it down to well below 5% 
of GDP before long if we are funda- 
mentally to strengthen our economy. " 


E ri Lanka has for too long followed a 
policy of reducing revenue and in- 
creasing expenditure from year to 
year. With more effort required to con- 
tain the budget deficit to curb infla- 
tion, reduce high prevailing interest 
rates and strengthen the currency, 
there appear no easy ways out of the 
present economic difficulties. 

As de Mel has pointed out, “govern- 
ment still spends one rupee for every 50 
cents it earns. Governments, like indi- 
viduals, cannot live beyond their 
means forever without serious conse- 
quences. Our debt-service ratio rose 
alarmingly to over 22% last year, 24% 
by another set of calculations. This, I 
think, was definitely a red signal so far 
as foreign indebtedness is concerned 
for a poor country like Sri Lanka. Due 
largely to fortuitous tea-export earn- 
ings we have brought it down to 16% at 
the moment, but we cannot be compla- 
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ings on this route аге reportedly at а 
record level. Relative ease of entry by 
new container carriers into this market 
may provide part of the explanation. 
It is also becoming easy for carriers 
to get out. In August, Malaysian Inter- 
national Shipping Corp. and the 
Taiwan-based Char Ching Line with- 
drew from the trade. Container ship- 
ping operators are nervously eyeing 
each other for signs of the next depar- 
ture. п 















cent as we Cannot expect such tea-ex- 
port earnings forever.” 

The export performance, though 
better than the pre-1977 period — the 
present administration of President 
Junius Jayewardene was elected in 
1977 — remains poor. For every rupee 
of imports, exports are only 55 cents. 
The government continues to exhort 
the private sector to concentrate on 
quick-yielding, export-oriented pro- 
jects. But unrealistic exchange rates 
have driven the high value-added ex- 
port industries, which largely ship 
to Europe, to the wall, with some 
companies losing heavily in recent 
months. 

The secretary of the Treasury, W. M. 
Tilakaratna, pointed out recently that 
the rupee had depreciated by 38.8% 
against the US dollar from 1980-83. It 
also had depreciated 14.2% against the 
yen, but appreciated by almost 16% 
against the pound, 25% against the 
French franc and 1.2% against the 
Deutschemark. 

Since 1980 the rupee has been peg- 
ged to the world's strongest currency, 
the US dollar, and the exchange rate 
against the dollar was viewed as “a 
kind of reference rate.” Tilakaratna 
said: “While we have depreciated 
rather tardily against the dollar, we 
have allowed our rupee to develop vary- 
ing degrees of relative appreciation.” 

Reflecting the strongly held belief in 
the Treasury that a devaluation is 
necessary, the secretary said: “The 
basic point that must be made is that 
if the adjustment is not done progres- 
sively at this stage, the degree of ad- 
justment required, say next year, will 
be that much sharper.” 

The government, which is fighting a 
northern insurgency and feeling the 
weight of public opinion on the very 
high cost of living, will find a devalua- 
tion difficult. De Mel said in February 
that he had been resisting donor 
agency (World Bank and Internationa! 
Monetary Fund) demands for a devalua- 
tion for the previous six months, “and 


will continue to do so." But his econo- 
mic managers and the export industry 
are pushing him for relief. 

= MANIK de SILVA 
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The air of achievement. 


The first deliveries of the Saab-Fairchild 340, a quiet, in the development and manufacture of automotive 
energy saving, turboprop aircraft, started in June and aerospace products adds up to almost a 
1984. The Saabfairchild 340 is the result of a joint century's tradition of quality and a reputation for 
venture between two experienced aircraft manufac- product innovation. 

turers, Fairchild Industries in the USA, and Saab- 

Scania in Sweden. This aircraft was the first of the High technology to meet human need 

new generation regional airliners and corporate air- © Saab-Scania products grow out of a policy of 





craft to enter commercial service. concentration and specialization. Using advancec 
technology to meet the needs of exclusive market 
Innovation born out of tradition segments: heavy trucks, transit buses, up-market 


For some the name Saab-Scania means speed, for ^ passenger cars and aircraft for regional traffic 
others it means strength. For many it brings comfort, 

economy and performance, allied to sound engineer- To watch a superior solution take to the skies coi 
ing and innovative design. Our combined experience fers a very special feeling — the air of achievemen! 


SAAB -SCANIA 
Leaders in specialized transport technology. 


Saab-Scania AB, S-581 88 Linkóping, Sweden 


In pursuit of profits 





In these days of wide-bodied jet carriers and long-distance 
trailer trucks, more than one third of all goods around the 
world is still transported by train. 

This is the story of how an advanced ¢ ngineering com- 
pany called Atlas Copco helped a North American railroad 
company do in two months what would normally take six. 

If you re concerned with company profits, this story could 
relate to you, too, no matter what industry you re in. 


CONDEMNED TO SIX MONTHS 
OF HARD LABOR. 


Pioneers crossed the Nebraska plains 
150 years ago in covered wagons. Today, 
Amtrak's shining aluminum trains, 
powered by 6,000 hp diesel engines, 
speed along different tracks. But even 
more frequently, the same rails carry 
freight trains loaded with grain, coal, 
and beef. 

Like everywhere else in the 
United States, Nebraska's railroads are 
privately owned. In this case, mostly by 
Burlington Northern Railroad. 

Last year, Burlington Northern 
decided to try something new to keep 
down maintenance costs. In more ways 
than one, this was real pioneer work. 


Troublesome cross trenches. 
The task the 
3urlington Northern faced was to install 
a new signals and communica- 
tions system along some 120 kilo- 
meters of track— from the state 
capital of Lincoln to Table Rock, 
Nebraska, and on to Napier, 
Missouri. 

“The bad part of the pro- 
ject was the digging,” explains 
Chuck McCormick, Supervisor of 
Signals. “Not only did we need 
off-track trenches along the en- 
tire stretch. We also had to have a 
crosstrack cable run at every con- 
trol point, signal, and crossing. 
Getting these short installations 
done was the real headache?’ 

The new system called for 
more than 150 such deep and nar- 
row crosstrack trenches. This is 
usually oldfashioned  pick-and- 
shovel work. Mobile power equip- 
ment cant dig within the confines 
of ties and tracks. Pneumatic 
hammers are also out, because of 
their high rental costs and the al- 
most impossible job of getting 
them to and from the work sites. 


Nebraska Division of 


frozen ground, you realize what kind of 
hard manual labor the digging crews 
had to face. And summers are no better. 
The heavy coal trains have compacted 
the roadbed so it’s almost the consisten- 
cy of rock. And temperatures over 
100* F are commonplace. 


Cutting the digging costs by 75%. 
On the average, it takes two men two 
davs to dig a cross trench in a frozen 
roadbed by hand. Labor cost: $ 400. 
Multiply that by 150, and you get a 
total cost of $ 60,000 just for the short 
trenches. 

With the help of Atlas Copco, 
Burlington Northern pioneered a way 
out of this. 

From our Berema Division they 
bought a special power tool — actually 








they bought two of them —that made й 
possible to dig a two-day trench in les 
than four hours. We'll come back to thi 
handy little machine shortly. First, let' 
talk about results. Using the Berem 
Equipment, labor costs droppes 
over 50% during the summe 
months and as much as 75% di 
ring the winter. The purchas 
payoff time was 2\5 months. 

And the Berema machine 
not only cut digging costs. Bu 
lington Northern found the 
could do a lot of other things bes: 
des digging trenches with then 
which speeded up the whole pr 
ject. 

Who is this Atlas Copco? 
Ву now you may be wondering 
“What has all this got to do wit 
me? I'm not even remotely conce 
ned with the railroad business.” 

A lot, we hope. Read í 
and see. 

Atlas Copco 15 one of th 
world's leading companies in th 
field of compressed air and hye 
raulics. But we're also active 89 
othertechnical areas, such as elee 
tronics. The company sells ifi 
3,000 products and services fe 
250 000 registered customers 3 


more than 120 countries. Our manufa 
and product development ал 


А self-contained combination drill/brea- 
ker made it possible to do a two-day job | [uring 
in less than four hours. | spread over 16 countries. Invoiced sale 


When you consider the Nebraska 
winters, with windchill temperatures 
down to —70°F and four months of 





| Signal Gang no. 316 of Burlington Nor- 
thern Railroad. Digging cable trenches 
under the tracks, they needed a tool that 
easily could be removed to keep the line 
open for 40 passing coaltrains per day. 


“The thing I like about the Pio! 
jär, , says Chuck McCormicl t] 
it’s a single unit. All you have to ‹ 
pick up the machine and a can of gas 
head down the track.” 

As already mentioned, Pionjá 
did much more for Burlington Norther 
than just dig trenches. For rewiri 
signal poles, the Pionjár drilled 3 
cable holes in the concrete foundati 
in less than ten minutes. It was als 
used to break up the remains of a coi 
crete road; it tamped earth on canti 
levered signal foundations; and wit! 
special fitting, it drove fence pos! 
the ground in a matter of minutes 

It makes you wonder what thi 
West would have been like if t 
pioneers had had a Pionjär, 





Your ticket to better profits. 
When you buy something from Atlas 
Copco, you don't get a product. You 
get a profitable solution to a problen 
Our aim is to help you cut your орет 
ting costs or increase you) 

Or both. Like in the case history 
just read. 
We don't 
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having developed our methods and 
i ; roducts all on our own. They are the 
Just as the pioneers of old had to аде of dis сй P ну vit 
1 1983 exceeded U.S. $ 1,000,000,000. M^ vm PE ТФ 


be self-sufficient, relying only on them- 
selves to get things done, so does the 
Pionjar. 

It's a self-contained, combination 
drill-and-breaker powered by а two-cycle 
gasoline engine. The Pionjár needs 
neither a compressor, nor hoses, lubrica- 
tors, and all the other things that go with 
pneumatic equipment. It converts from 
a breaker to a drill at the flip of a lever. 
And with accessories, the Pionjár can 
also be used for pumping, grinding, vi- 
brating, and much more. 

The most versatile model in the 
series only weighs 57 lbs., so you can 


easily carry it to wherever you need it, 
regardlessof obstacles and rough terrain. LL. odii 6 2 


YES | would like to see for myself 
¢ ifAtlasCopco could help me 
to make a little more money. 

| ] Send me your brochure. “In Pursuit of 
Profits", with more case histories like this 
one and general information on how 


Atlas Copco solves customer problems 
and needs. 


customers. 

Atlas Copco has 15,700 е 
ployees on five continents. We ha 
own sales companies in 46 countrie 
distributors, including direct | 
operations, in another 80. All this 
backed up by over 400 service centei 
with mechanics and spare supplies a 
around the world. 

So we're never more th; 
call away. 


Typical customers are industries 
volved in mechanical production, food 
rocessing, chemicals, pharmaceuticals, 
»xtiles, and electronics. Included in this 
roup, of course, are building and con- 
truction contractors and mine operators. 





400 


IH d on 


300 


200 
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100 
Mail this coupon to Atlas Copco Head- 
quarters, S-105 23 Stockholm, Sweden. 
Or use this magazines reader service card. 


By hand 


abor costs for digging a cross trench in 
rozen roadbed. 


With Pionjar 
Name 


Position 
In recent years, Atlas Copco has 


Iso established itself in new areas such 
s gas compression, the mining of soft 
Xck— including coal — and heat-energy 
covery. 
A modern-day pioneer. 

‘he Atlas Copco tool that helped Bur- 
ngton Northern out of its dilemma is 
alled Pionjar. "Pionjár" is Swedish— 
anslated into English it means 
pioneer”. 
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[ | My business is 
(specify type of industry). Send me in- 
formation that shows what you can do in 
this field. 
[]l'minterested in. l 
(specify type of product). Send me rele- 
vant literature. 

Have your nearest representative call 
me for a no-obligations discussion about 
a specific product. 








Street 
City = 
State Zip 
Country 


Company —— | 


Phone 
FAR 1 


HALL & CEDEROUIST, SWEDEN 


PHOTO: DENISE GRUNSTEIN CAMERA: HASSELBLAD 
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FOR ART'S SAKE. 
Is photography becoming more technology 
than art? 

If so, the Hasselblad camera does not 
want to join the trend. The technology of 
the Hasselblad, advanced as it 15, has one 
purpose only: to be the photographer's 
servant, not his master 

[o become the perfect servant, each 
Hasselblad is built by hand. It spends a full 
vear in the factory before graduating. 

This dedication to Art and Quality has 


made it the faithful servant of astronauts on | 


the moon, as well as most great photogra- 
phers here on earth. 

The continuing technological develop- 
ment of the Hasselblad is armed at the Art 
of Photography. Not the Art of pushing a 
button. 

It is not technology for technology's 
sake, but for Art's sake. 


HASSELBLAD 


Write for free literature: Victor Hasselblad AB, Dept 
SC, Box 220, S-401 23 Goteborg Sweden. 


| 


| 




















If you're big in the business 
efficiency business, sooner or later 
you ll be taking orders from 
the readers of The Review. 

Because in Asia over 
half the people 
involved in the 
purchase of all 
office equipment 
and computer products 
regularly read The Review. 

When you consider that a full 
9676 of our audience is in business, 
government, and the professions, that six 
in every ten in business are on the board, and 
that eight in ten in government are senior officials, you'll 
realise The Review is a singularly proficient medium. 

That's why more than three dozen of the biggest names in office 

x Oe DrocucriMIy are profiting from a place 
ШОШО БИШИ ЫЫ | ONI Our pages. 


| . . WM you want your advertising to go straight 


to the top, talk through The Review. 
The Choice of Authority 
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We ve got friends in all the right places. 
All figures are torn Tt 


= 
Study, and The Ason Executive Stu: 
Ocvertisers, see our Acvertisemen! Comp 
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ALL THE FACILITIES YOU EXPECT TRAV КІ. 
FROM АМ INTERNATIONAL, HOTEL 
PLUS THE UNEQUALLED STYLE AND 
ELEGANCE THAT 


THAT IS. LE RAFFINEMENT 
FOR RESERVATIONS, CONTACT YOUR 
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AGENT OR THE 
MERIDIEN COLOMBO 


64 LOTUS ROAD. COLOMBO 1 
TEL: 544544 


GALADARI 


THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


GROUPE AIR FRANCE 











т. HOWEVER many people may 
| havevoiced approval of the Sino-Bri- 
“tish joint declaration on the future of 

| Hongkong initialled on 26 Sep- 
` tember, a lot fewer have yet been pre- 
pared to put their money where their 

| mouths are. Everyone says the agree- 
. ment is a good one, but few investors 


. Stockmarket on the strength of it, 
. however shortsighted that judgment 
` may be. 

The Hang Seng Index rallied only 


` 15.2 points, to 1,014.98, on 27 Sep- | 


tember, the day after details of the 
| Sino-British accord were published. 
That was an almost total non-event 


compared with the 66.95- -point jump | 


j оп 2 August after British Foreign 
Secretary Sir Geoffrey Howe hinted 
at the broad outline of the accord. 
. And it left the market still well short 
_ of the 1,170.4 level reached in mid- 
. March. Whatever bullish sentiment 
was still in the market was knocked 
.. smartly on the head on 28 September 
by Jardine Matheson's disclosure of 
an unexplained profits crash. By the 
close on 2 October, the market had 
drifted down to 985.1. 
Although Jardine once again dis- 
played an impeccable talent for dous- 
ing any glimmer of market optimism, 


there was more to the drift than just | 


that. Steady but sure selling by local 


interests has continued despite the. 


accord, and that is something which 
will critically influence the reaction 
of overseas institutional investors. 
Those who keep an eye on the market 
and an ear to the ground tell Shroff 


that Peking (via its local banks and |. 
companies, such as Ever Bright) was 


buying in the run-up to the Sino-Bri- 
tish accord to encourage sentiment, 

but turned seller around the time it 
was announced. 

Ditto local syndicates (meaning 
families) and even individual Hong- 
kong Chinese, who had the wit to buy 
in the panic sell-off which took the 
market down to 746 in mid-July, have 
been taking profits on the back of 
what bullishness was generated by 
the 26 September announcement. 

Shroff’s sources in the City of 


London, which is where the bulk of 


foreign investment into the Hong- 
kong market comes from, say that 
fund managers there remain cautious 
and are waiting to see which way the 
locals jump. They are waiting also to 
see how the Hongkong property mar- 
ket moves, as a litmus test of longer- 
| term confidence. бА 
| London. investors have been 
‘switching from Jardine into Hong- 
kong 







Land as a geared punt on the | 1 


property market. Hence the strength 

in Land's share price recently, 
| though a further one-point reduction 
in the Hongkong prime lending rate 
|. on 29 September failed to. give Land 
| or the market the expected stimulus. 
Institutions with trustees st 












situation in the light of the joint 
declaration, and it will be a few 


ifest. So the cat-and-mouse. game 
may continue for a while yet in a 


| unilaterally decide they have a future 
| worth investing in. 

. For those prepared to take the poli- 
ties on trust, the economic funda- 
| mentals look sound enough. Hong- 
kong stocks are selling on an average 
price/earnings ratio of around seven, 
compared. with a multiple nearer 20 





look pretty stagnant in Singapore, 
whereas Hongkong’s utilities, tex- 
tiles, electronics and trading com- 
panies have quite good earnings 
prospects even if the property and 
banking sectors look unexciting. 
Hongkong hotels, too, are benefiting 
greatly. from the influx of (largely 
China- related) tourists and business 
visitors. 

The Hongkong dollar has been re- 
latively Strong in the run up to the 


talk among bankers in a position to 
| know of cutting the link with the US 
dollar early next year, something that 
would hardly even be whispered if 
the local unit was thought likely to 
move down rather than up: For those 
prepared to buy Hongkong as part of 
a, package where it. fits with, and 
prospers from, its umbilical link with 
a modernising China, the prospects 
look good. But it^may be some time 
before locals’ hearts are sufficiently 
at ease to buy. that. 

@ HAVING «twice winded the 
stockmarket, first with Jardine’s an- 
nounced. flight to Bermuda and now 
with the hong's unexplained profit 
collapse, taipan Simon Keswick says 
in his latest report to shareholders 








ingredients for Hongkong's future 


our unreserved support.” Quite so. 

Meanwhile, Sir James Goldsmith’s 
General Oriental Ltd — which Gold- 
smith once beasted to the REVIEW 
would become "bigger than Jar- 
{ gt the TS the 


| to meet and review the Ho kong | 
are prepared to buy the locali 


weeks before their reaction is man- | 


basically dull market, unless. оса 


pursuit of a previously agreed û 


in Singapore. Corporate earnings | ‘Ewe g 
worth US$51 5 million i in Cash. 
tal has sold those two p 


 concern's timberlands to GO ~ 
омеа by Oriental to GO. 


| € ONE year after its takeover by t 


| looking sick: 


joint accord. and beyond, and there is | 


| government on 27 March, 


| March 1983, and ate into the НК 





| Which gives piquancy to the note’ 
b 


| (with what Shroff can only think is 
tongue-in-cheek humour) that. the | 
Sino-British accord contains all the sary.” 


success and that “we intend to give w 








the once PE hong's book а 
shuffled off to yet another Brit 
colony, the Cayman Islands. 

Goldsmith, like Keswick with! 
muda, has notéd that in Cay 
there is i a n E davor to the Pr 
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has sold a substantial chunk c 
assets belonging to Diamond in 
US to Golds: vith’ 8 French { 
сотрапу, re 
(СО). Under 











deals, 



















Diamond holding the bulk of ti 






cash to be used in reduction of 




















Hongkong Government to avert. 
lapse, the Hang Lung Bank is 
t worth, which sto 
at HK$532. million (US$68.21 m 
lion) at the end of March 1 pis. h 
been reduced in the latest accounts 
(to March. 1984) to HK$S480 million 
and that is after the injection à 
HK$300 million of new emu by t 
four da 
before the balanee date of 31 Mar 
A loss of HK $352 million in the fina 
cial year wiped out the HK$332 
lion standing to reserves at the e 



















































































million of share capital which | 
Lung had after its in jection. 

The loss includes an unquanti 
provision for bad and doubtful « 
and Shroff understands there r 
well be more where those came fr 











































the accounts have b een prepar ed 
going-concern basis, "on the ass 
tion that the present shareholde: 
government] will continue to pre 
such financial assistance as nex 
It is something which fon 
shareholders will have to weigh 
against their hopes of claiming com- 
pensation if the government adopts 
the idea of setting up. a tribunal to de= 
cide the issue. Without the HK$300 
million so far injected, Hang Lung 
would not have bee | vue apud B 













































isplaying an almost uncanny sense 
-of bad timing, Jardine 'Matheson 
as once again succeeded in rocking 
зе local stockmarket just a day after 
ngkong generally was responding 
tively to a better-than-expected 
10-British agreement: on the territ- 
ry's future. Last time it'was a switch 
domicile that did the’ damage, but 
s time it was an apparently routine 
et of interim figures. "The result, how- 
ver, has once again been to focus at- 
nition on the financial. condition of 
115 shrinking hong. 7 
Jardine announced on 28. September 
interim earnings after tax and 
minorities but beforé' extraordinary 
ems of HK$56 million (US$7.18 mil- 
on), a decrease of 45' Ж from the pre- 
ceding year. Less than half the profit 
| market had been expecting, the re- 
ts provoked all-round derision. 











































nagers, who had been given no 
forewarning that there had been such a 
poor first half. 


-details by country and date everything 
| that has alia in | the Review. The 






e sent to you automatically as soon 
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tool, the Review index will save hours of 
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` ORDER YOURS TODAY! Only 
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rdine Matheson rocks the Hongkong market again E 
h an unexpected bad set of interim figures | 


Christopher Wood in Hongkong 


` tions, 


hey also surprised brokers and fund ` 


Nor was there any consolation to be 


found in chairman Simon Keswick's. 


statement. Conceding that he had anti- 


| cipated increased profits in his 1983 


annual statement in March, Keswick 
declared that "disappointing results 
from some of our international opera- 
accentuated by unfavourable 
exchange rates” (plus the cost of 
financing the shareholding in Hong- 


| kong Land) had combined to reduce 
| profits. “The board may also have to 
consider some additional | provisions 


against trading assets at the year end,” 
Keswick added ominously. | 
The announcement duly hit Jardine 


| shares, which have anyway been trad- 


ing under a cloud following the place- 
ment in January this year of two-fifths 
of Land's previous 43% stake in Jar- 
dine at HK$12.30 a share — Land's 


| average purchase price of Jardine - 


stock was a little less than HK$23 each 
back in 1980. | 
Institutional shareholders who took 


` up the placement in a running market 


were understandably peeved when 
they were not informed of the sub- 
sequently announced switch of 


domicile by Jardine to Bermuda in 


March. Since then, Jardine stock has 


рїї 
| ped to HK$7 15: 




























In view of the. impact: оп sharehold- 
ers, and especially given the anger of 
institutional shareholders. over the 
Bermuda move, it is. bordering on the 
extraordinary that Jardine should 
again display such insensitivity, not to 
say plain stupidity, in not forewarning 
the market of the interim setback, 
thereby reducing the impact. The ex- 


planation seems to be the total failure 


of present management to understand 
rudimentary public relations, a policy 
which contrasts with the open way 
Keswick appointee David Davies at 
Land has so far dealt with the press 
and institutions. | 


AUT dbcorditig to one inform- 
ed source at Jardine, Keswick and 
his directors were as surprised. by the 
furore over the Bermuda move — 
which cost about HK$11 million — as 
they have again been about the reac- 


| tion to the latest bad news. 


As for the results themselves, the 
problem is in the international opera- 


tions rather than Hongkong — the cost 


of financing the Land shareholding, 
acquired in 1980, ishardly a new factor 
for Jardine. A company spokesman 
also denied that the sharp drop in 
earnings was the result of a change in 
accounting policy - — some analysts had 
speculated that Jardine may have 
stopped equity-accounting Land. 

The *significantly lower" interna- 


tional earnings are attributed in the 





Two birds with one stone 


South Korea aids a construction firm, and gives all the 
major refiners a share of the growing LPG business . 


By Paul Ensor | in Seoul 


onam Oil Refinery Co. is taking a 
50% controlling stake in Jungwoo 
Energy Co., the largest importer of 
liquefied petroleum gas (LPG) and sole 


owner of LPG storage facilities in 


South Korea. Through the purchase, 
Honam, which is a 50:50 joint venture 
between the Lucky group and the Cal- 
tex oil group of the United States, can 
now capitalise on South Korea's grow- 
ing demand for LPG, which is expect- 
ed to increase by around 20% a year 
during the next five years. | 

Jungwoo Energy will continue to 


hold 10% of the company, with the re- 


mainder to be purchased by the coun- 
try’s other major petroleum refiners, 
Yukong, Ssangyong Oil Refining Co. 
and Kyung In Energy Co., which will 
each take a 13% share. 

According to officials in the govern- 


l| ment and the Korea Petroleum Associa- 
|. | tion, the takeover is part ofa govern- 










ment-inspired plan to improve the fi- 
nancial status of Jungwoo Develop- 
ment Co., a construction company with 
which Jungwoo- ‘Energy is affiliated. 
Jungwoo | Development. has suffered 
tł r South Korean 
= from fhe current slump 
in orders ` from overseas (REVIEW, 









9 Aug.) 


The sale of Jungwoo Energy | isin line 
with recent government attempts to 
force contractors to rationalise opera- 
tions by selling tiofi-construction as- 
sets, usually property. But this parti- 
cular sale has more to do with changes 
in the energy sector than with its par- 
ent company's financial woes. Al- 
Аа کک‎ e S pro- 
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| the United States’ 


Insurance Services, for about US$30 
million — the deal was financed almost 
entirely by borrowings is also 
understood to be causing problems. 
` The statement says that Jardine Insur- 
ance Brokers has “consolidated” its 
position in the US “at some cost. to 
current profitability.” In other words, 


Jardine is having difficulty paying for | 


it, perhaps not surprising if it is paying 
the money back in US dollars. 

But the most inter esting un- 
explained part of the interim figures is 
a tax charge of HK$140 million which 
swallowed 62.5% of pre-tax profits. 
This indicates provisions made in cer- 
tain countries where it is not possible 
to offset losses against tax, though Jar- 
dine for the moment is not supplying 
any details. That uncommunicative 
approach has only infuriated the mar- 
ket further. At a time in its history 
when it probably needs friends 


more than ever, Jardine is fast losing 


them. 





СТРИИ of ihe deal took 
many observers by surprise, owing 


partly to the extremely favourable po- 


sition of Jungwoo Energy. Jungwoo 
Development, the main company in the 


Jungwoo business group, has excellent 


connections to the South Korean Gov- 
ernment — being headed by a close 
military associate of President Chun 
Doo Hwan. The energy affiliate, pro- 
fits of which were also down 80% last 
year, has enormous potential because 
of its key position in the fast- -growing 
LPG market. Its sale price, Won 53.2 
billion (US$65. 68 million), values the 
company at around five times its origi- 
nal equitv cost, an indication of 
Jungwoo Energy's value in its new 
owners’ eyes, - 

The ^big four" refiners have been 
lobbying for a bigger share of the ex- 
panding LPG business for the past two 
years. They have been pushing harder 
recently, under the pressure of mount- 
ing deficits brought on by overcapacity 
and losses caused by high interest rates 
and a strong US dollar. In July, the 
government agreed to consider grant- 
ing import licences — Which would 
break Jungwoo's monopoly. As one 

rgy source put it: "The big refir 


га: nige cate pon 


дагу: : 
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к From 1 “October 


„Bank Indonesia. limited each bank's 


а оп the inter-bank market to 
7.5% of its commercial rupiah. deposit - 
base. In addition, it set upa special cre- 
dit facility that will allow banks some | 
time — six months or a year — to seek 
alternative and .more stable rupiah 
funds to replace inter-bank funds in 
excess of the 7.5% ceiling. A 
The reliance on short-term funding, 
while enabling banks to boost their as- 
sets, also 1s seen as a major reason be- 
hind recent tight rupiah markets and 
high interest rates — a condition the 
central bank would prefer to avoid 


` (REVIEW, 4 Oct). But there is concern 


1.596 


that the 7.5% ceiling is too low. The 
fear is that this may further limit the 


domestic outlet for banks with.excess 
‘funds — largely the giant state banks 


and further encourage the state 
banks' tendency to convert and place 
their excess funds in overseas deposits. 

Meanwhile, the rupiah market has 
eased and inter- -bank rates, which had 








US шш: WELT 


ТРЕТ wanted to go into LPG ina 


big way and they saw the control of 


LPG imports yarelatively minor firm | 
like Jungwoo Energy asa bit of a sore 
thumb." > 

By agreeing to: ар the тейлене to 
take over J ungwoo Energy, the govern- 
ment has achieved its goal of an "or- 
derly" arrangement — all four major 
refiners are now represented in one 
company. It is also one step closer to 
establishing some form of LPG im- 
porting agency. .— 

Two other companies may be al- 
lowed to enter the import field in the 
near future. Yukong, the country's sec- 
ond largest refiner, is believed to. be 





planning its-own LPG- -importing con- 


cern, which would include construc- 
tion of an importing and storage facil- 
ity in the next few years. The Samsung 





group and British Petroleum (BP) have 


bid to set up a joint venture to import 
and distribute the gas, which would 
need government approval. BP repre- 
sentative Michael Cooper observed 
that an earlier argument used against 
the project — that foreigners should 
not be allowed into the LPG business 
dàn m of Caltex 4 50% 
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around Rps 2 
million) so far. 
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Banks, the érefore, have a yearat 
itive rupiah. sour 
the major s source of rupiah 
mains the state banks. St 
are compelled to place their fun 
thé state banks. The five large: 8 
| banks m rd account. for Es 
30% of total asse 
vate bank 
to tap funds from Б: 
without going through. thei inter- : 
market, if they are to maintain t 
rupiah loan asset growth. 
Perbanas, the association of pri 
national banks; has repeatedly а 
the govertiment to allow state 
panies to deposit with therm, 
rently with little success. The 
according to bankers, 
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ment funds placed with state bat 
over which it has control Furthe 
more, the private national banks a 
largely owned by Indonesia’ s Chine 
minority, whose national comm 
has often been questioned in the 
Despite its liquidity thes 
system has: nad 
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lending rates, 
and were given 
more  indepen- 
dence in lending 
(REVIEW, 22 Sept. 
'83). Previously, 
loans often re- 
quired central 
bank approval 
and — through 
sectoral credit 
ceilings imposed 
by the central 
bank — loans 
were often di- 
rected to govern- 
ment designated 
priority sectors. 
With last year's bank liberalisa- 
tion measures these constraints have 
been removed. But, given the weaken- 
ing rupiah, offshore placements con- 
tinue to be attractive, especially in 
light of the sluggish domestic econ- 
omy. 

It is not surprising, therefore, that 
during September's tight rupiah situa- 
tion, the state banks were also criti- 
cised for keeping their excess liquidity 





out of the inter-bank markets. But as 
one state banker said: "Who can afford 
to pay 50% interest rates?" 

Now, with the 7.5% ceiling, bankers 
are worried that the state banks will 
find it more difficult to place their ex- 
cess funds in the inter-bank market. 
This means the state banks may have 
more money to place abroad, unless the 
private banks find a way to tap these 
funds. 


The silent crash 


The Bank of England bails out Johnson Matthey's 
banking arm, and losses in Taiwan may be the problem 


By James Bartholomew in London 


[o suffered in East Asia are 
rumoured to be one of the reasons 
the Bank of England has had to rescue 
Johnson Matthey Bankers (JMB), part 
of Johnson Matthey, a diversified Bri- 
tish financial services and bullion- 
dealing group. The Bank of England is 
now the effective owner and manager 
of JMB but it declines to give details of 
where the losses — understood to be 
€100-150 million (US$125-187.5 mil- 
lion) — arose. 

This rule of silence, which the bank 
"says is imposed on it by law, has also 
been adopted by the directors of the 
holding company, Johnson Matthey. 
This has left the door open for rumour 
and counter-rumour. Among these, the 
two most persistent have been of losses 
in West Africa (perhaps Nigeria) con- 


.nected with commodities, and of losses 


in Taiwan shipbuilding. 

Johnson Matthey has a number of 
companies in East Asia. There are at 
least three in Hongkong — a commod- 
ity broker, a chemicals company and 
the investment arm. Meanwhile, there 
is also Johnson Matthey Wallace 
(Singapore) and another commodity- 
broking company in Singapore plus at 
least one subsidiary in Japan. 

The group's difficulties, it appears, 
have arisen in commercial banking. 
The Bank of England has received a 
good deal of criticism for not spotting 
the problem earlier, but has been com- 
plimented on its swift moves to rescue 


JMB before a more general crisis could 
erupt. Johnson. Matthey is one of the 
five bullion dealers which come to- 
gether every morning and afternoon to 
agree the London "fixing" of the gold 
bullion price — a price which is much 
used by bullion dealers all over the 
world. Johnson Matthey’s bullion 
dealing is its best-known activity; 
banking, bullion dealing and commod- 
ity broking all being part of JMB's 
functions. 

The rescue package is complex. The 
chairman of Johnson Matthey has been 
replaced. The holding company has 
agreed to put £50 million into JMB, 
which the Bank of England has agreed 
to buy for a nominal sum. The bank 
also has obtained a £250 million 
standby credit for JMB from 25 banks 
and members of the London bullion 
market. Charter Consolidated, the 
mining and finance conglomerate 
which already owns 28% of Johnson 
Matthey, has agreed to invest a further 
£25 million in new shares at a consi- 
derable discount to book value. 

This combination of measures 15 in- 
tended to make sure that the share- 
holders of Johnson Matthey carry the 
biggest part of the burden for the huge 
losses while ensuring both Johnson 
Matthey and JMB are well financed. 
The Bank of England said the arrange- 
ments “enable Johnson Matthey Bank- 
ers to trade normally and meet all its 
commitments.” п 
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[ Our world stretches 
^ ` only as far as our eyes can see. Me 
To broaden our horizons it is 
necessary to look beyond what 
surrounds 


us. i 


Every day 186,000 people look 
to the South China Morning Post 


` WE MEAN THE WORLD TO HONG KONG. М 
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Цем! Fou ti. velle; 
who take Asia seriously. 


The 13th edition of the All-Asia 
Guide is simply crammed with 
new up-to-the-minute 
information, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 





There are chapters on no fewer 
than 26 countries. Plus opening 
chapters on eating out in Asia, on 
the best way of using your 
baggage allowance, and on how 
best to carry your cash. 


25 new maps, making a total 
of more than 60. 


Hints on how to travel in Asia 
— from packing the right things, 
to the best places for souvenir 
hunting — wherever you re 


going. 
An even more streamlined 


quide to hotels in the region with 
more than 1,600 listed. 


Some 55 new colour pictures, 
and more than 110 new black- 
and-white pictures. 


Asia's most complete guide book All of which adds up to over 
Fully Revised 13th Edition f ор 
| | 7 700 pages of vital information for 
ке» dan JL business and pleasure travellers 
Фала дро даре ео РЕЗЕ ГОХ: . = vum 20464 / in Asia. 


| ENSE р To make sure of your copy, 
Now! in Lies 5 13th Edition. send off the coupon today. 
س چ < اا‎ 


To: Publications Division, The ALL-ASIA GUIDE is 











| Fair Eastern Economic Review Ltd., G.P.O. Box 160, Hongkong. published by the Far Eastern | 
Please rush me copy/copies of the ALL-ASIA GUIDE, 13th Edition, as indicated. | enclose a cheque/postal Economic Review, Asia's most i 
: ibus respected business weekly. 
! No. of copies __ O by surface L] by airmail* R1011AG13 ! 
| ALL-ASIA GUIDE, 13th Edition: HK$89/US$11.95/£8.75/5$25/M$27.50 each. arEasternEconomic | 
1 *For airrnail delivery, please add:— HK$45/US$6/£4.25/S$ 13/M$14 per copy. \ 
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By Therese Obrecht in Geneva 







organisation 


tion has been sounding out Gatt mem- 


bers in recent months on their attitude. | 
At the same time, Gatt sources are op- | 
. timistic about the prospects for Hong- 





kong continuing its membership 
beyond 1997 when thet 'Tritory reverts 
-to Chinese sovereignty. | 

It was thought Peking might file its 
application for observer status to. the 
` Сай council on 2 October. However, 
this did not happen ‘and informed 





sources now assume that the applica- - 


tion will come in November. China's 
move is generally interpreted as unre- 


lated to the Sino-British joint declara- 


tion on the future of Hongkong, which 
envisages Hongkong's continued par- 
ticipation in the Gatt and its Multi- 
Fibre Arrangement (MFA) with or 
without China's membership. 

The logic of the. pis Peking 





а course 


Hongkong-based Wheelock Marden 
has reported a net’loss for the half 


year to. 30 June, inclusive of extra- 
ordinary losses, of HK$74.4 million 
к. Кг e oe a 


ternational City о in which 
Wheelock has an investment, and a 
HK$93.3 million provision against 
the company’s investment in ship- 
ping company Wheelock Maritime 


International. Net profit before ex- 


traordinaries came to HK$52.5 mil- 
lion (HK$101.2 |, million previous- 
ly). 

Chairman John Marden said 
Wheelock Maritime had substan- 
tially cut its debt and commitments 
through vessel sales. However, this 
sales _progra 










“immer Si notwithstand- 
À ing the US$4 mill on | secured standby 
i D 2 i by 





a result 










Hongkong are likely to be offered 
within the Ger teral Agreement on Tariffs and Tra 


IEO delega. | to the 


status is. at open a pu step d | 


munity and th 





bers suggested t that observer status be 


.meant some 













nina is becoming in- 


move is that | 
| \ vedi in world trade - — if 


ipid inv 
and has } ‹ 
wards fu membership. 


But there may be problems. As long 
as the observer countries were small, 


most Gatt members did поё seem to 

worry about their benefiting from the 

‚Сай without. paying the dues. But |. 

since China and others have signalled " 

their inter est in joining the Gatt as ob- |: 
Et 





opean Economic Com- 


sion is under way aimed at working out 


general principles and defining more 
accurately the 
obligations. Pot 
believed to have been informed that | 






ie observers’ rights and. 
otential applicants аге 


before T nid car beu some mem- 


of 15.5 tents EM, A hare (29. 9 Cents 


previously) and 1.6 cents per B share 


(3 cents ute dA — CHRISTOPHER WOOD 
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ted for by bett er fal. 
ing results in Asia. Tea prices were 
higher in the six months to 30 June 
than in the same period of the previ- | 
ous year. Sö were timber prices.: 
Meanwhile, profits-in motor trading. 
have risen, helped by sales of Japan- 
ese cars to China from Hongkong. 
These are the main areas of improve- 
ment — the Asian region, including 
India and Australasia, now accounts 


` for more thar half the group 'S pre- 


tax profits. 

The ups and downs of the diverse 
business include a rise in profits from. 
motor distribution in Britain and a 
turn around from loss to profit from 


. trading in the Americas. The downs 


have been motor distribution in 


| Southeast Asia, insurance and the 


Middle Eas 





e United States in parti- | si 
cular have shown. concern. A-discus- | 









ridors) without fae ing rto meet 

requirements of membership. 
As to the status of Hongko: 
inisms of its ао | 
he Si 
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ing, finance. ie brewing. group | т 
ers-IXL took а 51% leap in turnos 
to A$5.58 billion (U3$4.65 billion). E 
the year to: 30 June, chiefly owir 
its A$1 billion takeover of Car 
United Breweries in December 19 
But that purchase more than йош 
| interest payments to A$95 milli 
| which were largely di pone aie | 
holding profit growth to a mod erat 
1295 to A$72.2 million. | 
Managing director John Elliott 
said share issues and а A$500 mil 
programme of asset sales had : 
ped reduged borr е 


an 





_ Waiting for a cue 





— MOST markets in Asia were mixed and indecisive in the period to 1 Oct., though share 
S prices in Australia, Malaysia and Taiwan drew some strength from favourable US 
economic news. Taiwan led with an advance of 1.69%. 


_ HONGKONG: share prices were undermined 

; by profit-taking and by disappointment. that 

they had not risen higher on the 26 Sept. initial- 

ling of the Sino-British agreement on Hong- 

—  Kkong's future. Poor corporate results, including 

` the first-half figures for Vardine, also wunder- 

` mined the market. The Hang" Seng Index rose 

— — through the 1,000 mark at the beginning of the 

С period, but was unable to stay above that level, 
= — eventually closing 1,63 poings,down at 989.19. 


— AUSTRALIA: Prices sagged over the first two 
— days of the period, despite some active trading in 
—— bank shares and interest/n resources. However, 
it was good news from the United States — a re- 
— duction in prime rates, favoutable economic in- 
—  dicators and a rise in the Dow-Jones averages — 
—— which abruptly reversed this trend. The indus- 

- trial sector remained strong throughout, as com- 
| pany results for the year.to 30 June showed 
— further profit rebounds, and the All-Industrials 
— Index hit a record 1,053 on 28 Sept. Quiet trading 

— en 1 Oct., with the Sydney Exchange closed for a 
holiday, saw this optimism sustained. The Aus- 
— tralian All-Ordinaries Index rose 8.6 points on 
— the period to 740.4. 


М NEW ZEALAND: Conflicting influences kept 

— share prices on the move and were responsible 

for the rather mixed trend, evident in the index. 

— The previous period's rally lost steam early. 

` Liquidity in the money market tightened sharp- 

— ly, pushing call rates strongly higher. The Insti- 

— tute of Economic Research produced a quarterly 

` forecast which was reasonably optimistic on 

— New Zealand's 1984-85 economic performance, 

— reinforcing the bullish view on the outlook for 
company earnings. 









ы 
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s MANILA: High-yield government securities 
— were blamed for an unloading of blue chips, 
— principally one cross-sale of Philex B and two big 

- regular single sales of its A shares which 
— amounted to P12.86 million (US$715,000). The 


— transactions were done at a one-half centavo 


| price discount in both types of shares of the cop- 

ES E and gold producer. Proceeds were said to 

— have been invested in government securities, 

whose yearly yields were raised to a 40-40,5% 

۶ range from 30-31% as the government tried to 

—— mop up excess liquidity. With Atlas, Benguet and 

= A Lepanto also on the downside, the Manila Min- 

ing Index was off 20.04 points at 911.16. Signs in- 

—— dicated the likelihood of a further price slide in 
` dull trading. 


SINGAPORE: The market „staged a somewhat 
lacklustre comeback, with Fraser's Industrial 
| Index closing up 43.14 points at 4,850.04. The 
IS gains would have been twice as high had it not 
been for a 1 Oct. fall of 43.54 points, following 
Wall Street's lead. Aside from that drop, share 
|. prices scored modest gains each day of the 
k- period. Turnover averaged 9.5 million shares 
| daily, against 8 million previously. Volume re- 
-< mained thin throughout the period except for 28 
: Sept., when 15.7 million shares changed hands at 
the start of a new settlement period. The widely 


. 18 


watched Straits Times Index clawed its way 
back over the 900-point threshold on 29 Sept., 
only to fall back again on 1 Oct. 


KUALA LUMPUR: In a holiday-shortened 


period, the market experienced a mild reversal of 
its two-month drift. But it ran out of steam in the 
last trading day when buying support failed. 
Mainly drawn to the market in a hunt for bar- 
gains among lower-ranking stocks, investors 
continued to pay closest heed to overseas deve- 
lopments, including United States interest rates. 
Local factors such as the impending 19 Oct. 
budget took a back seat. Although a steadier note 
still prevailed by the close of the period, daily 
volumes remained thin. 


TOKYO: Trading was heavy as Japan's big 
securities firms squared off their books for the 
start of their new accounting year, which began 
on 1 Oct. But after a bullish opening to the 
period, share prices dropped. Average trading 
volume was considerably higher than that of the 
previous period. Toshiba out-performed other 
blue-chip electrical stocks, with 37 million 
shares traded on one day, but failed to hold any 
significant gain. The Nikkei-Dow Jones Average 
closed at 10,653.79, up 111.99 points on the 
period. 


SEOUL: The market's performance was mixed, 
with the index rising 1.14 points to 134.41 and 
trading volume up 349,000 to 9.158 million. Ac- 
tivity was slow until the penultimate day of the 
holiday-shortened period, when the index rose 
2.34 points due to the initial entrance of the 
Korea Fund into the market. Oil exploration- 
related shares revived, with trading and chemi- 
cals stocks faring the best; beverages and steel 
stocks trailed. Samwha Condenser enjoyed the 
largest gain, of Won 85 (10 US cents), followed by 
Sunkyong and Lucky. 


BANGKOK: News of a capital expansion in 


Thailand by the International Finance Corp., the 
World Bank's investment arm, did not stimulate 
the market. as it had in the previous period. The 
market ended on an uneventful note, following 
an earlier broad decline spurred by profit-taking 
on speculative issues such as Siam Citizens and 
Mah Boonkrong. The Book Club Index lost 0.44 
of a point to close at 118.86 while average daily 
turnover dropped marginally to US$1.7 million. 


TAIPEI: After the weighted price index had 
dropped to its lowest point in four months during 
the previous period, the exchange made modest 
gains in mixed trading, with most share prices 
rising. The index closed the period at 874.17, up 
14.5 points. Trading volume remained weak, 
however, as the average daily turnover was only 
NT$387 million (US$9.66 million). Analysts re- 
mained confident that the market was poised for 
a major burst of activity. With the Federal Re- 
serve Board's loosening of credit in the United 
States, Taiwan stands to gain increased export 
orders from its major market in the fourth quar- 
ter. There was a public holiday on 28 Sept. 





AUSTRALIA 





AUSTRALIA 


Aust. All-Ordinaries Index 

25 Sept. 728 
26 Sept. 727 
27 Sept. 735 
28 Sept. 739 
1 Oct. 740. 
Change on week *1.18* 

1 Oct. "change % 

AS onweek  yle 
Amati 368 +17 êi 
Ampol Exploration 288 TE) 3. 
Ampol Petroleum 1.61 +45 4 
ANZ Bark 48! 02 6. 
Australian Cons. ind 187 - 8. 
Austrahen Guarantee 2 B8 -- 3 
APM 226 16 8 
Bora 3.46 27 4 
Bougamnvilie 1.74 06 + 
Brambles ind 335 28 4 
BHP сл, 10.33 05 5 
Burns Philp 4 378 19 4 
Сиз | 323 7+ Е 4 
Coles GJ 411 +22 a 
Comaico 214 29 2 
CSR 316 = 5 
Dunlop Austrate 1 94 32 5 
EZ industries 622 — 1 
Elder Smith GM 421 34 5 
Hardie J 3.50 36 6 
Herald & Wegkiy Times 394 03 + 
IC! Australia 214 05 7 
Lend Lease Corp — — - 
MIM Holdings 291 62 1 
Myer Emporium 177 78 6 
North Broker НИ 234 49 2 
Pako Wallsend 5.16 22 0 
Pioneer Concrete 164 25 6 
Santos 5.82 15 1 
Smth Н. 395 18 $ 
Thomas Nationwide Trans 1.72 12 7 
Western Mining 33! 22 0 
Wostpat 374 03 ? 
Woodside 1.24 3.1 - 
Woolworths 249 20 6. 


Hang Seng Index 
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3. island Cement , 525 ^ ^10 ‘9 
tang Lung Development 250 +20 56 


tang Ser Bank 35.00 = 4: 
4AECO Ex Dw 785 az A7 
*enderson 143 +21 63 
4 K. Electric 590 17 $9 
AK &Ch Gas Ex Ом 6.30 -31 29 
HK AK Wharf 3925 -06 45 
HK Land 320 +49 — 03 
IKES Bank 570 t3 $7 
4K 55 Hotels . 1800 "32: ғ $8 
*.K. Realty A" 4525 ^ «058 133 
4K. Telephone 43.50 1 34 
4K. & Yau Ferry 2.55 - 59 
*opewell 145 —— - 28 
issn Chong Suspended — - 
*utctuson Whampoa 12 30 - 382 
nt City Holdings 052 9 29 
lardne Matheson 800 -96 50 
tardine Sec 600 “32 n7 
Ju Chong Hing | 157 ` -— 74A! 
Чар Fung Textes 1220 оз 287 
dew World 3625 +58 63 
rient O seas H 255 +133 
YeeasT Bank 3.00 08 60 
‘aul Y. Constr 260 +20 + 85 
ифи 108 +19 ت‎ 
lun HK Props 675 “ила? 
iwirePac “А” 17 80 +23 63 
‘ai Cheung 1.05 28 19 
тайла! 0 305 +109 — 
Mah Kwong Ship 245 +21 139 
Wheelock “A” 3475 54 101 
hee! Man “A” 1 a6 Ы - 
Ving On Holdings 200 be 40 
Ex Ай 4475 +65 105 
Vorid int 220 -22 55 


























5 Sept. 10,604 84 
5 Sept. 10.620.06 
7 Sept. 10,643,87 
8 Sept. 10,649.25 
9 Sept. 10,637.16 
Oct. 10,653.79 
hange on week * 1.0656 
fOct “change Pie 

Yen — ónweek ratio 

толио 22560 ал 
1dgestone Tire 575 - 20.0 
Non 280 4314 708 
мра 560 ' +28 505 
anon 1480 _ 40.9 
tizen Watch 631 „88 2 
1i Nippon Printing 1030 6 ^29 
uwa House 495 -20 266 
sara Mig. 315 19 "280 
ji Photo Film 1750 +06 ai 
itsu 1440 07> 41) 
nwa Real Estate 563 +37 854 
tact BBS «01 29 5 
ida Motor 1280 15 467 
11 145 -27 17.5 
EOL 1150 +176 $70 
тта Const 280 +4) 123 
nena 466 41 $8.7 
ıo Soap 739 +18 29.3 
wstwyama 596 +02 187 
nn Brewery 535 +1.5 23.6 
matsu 161 -30 506 
imagi Gum 440 16. 101 
atsustwta Elec. ind 1700 +30 279 
sisusta Elec Wis 659 06 226 
tsubis^i Estate 462 t1 26 2 
tsubehi м. I 224 22 212 
tsi Co 330 -09 4527 
tsu Real Estate 651 +14 334 
tsukoghı 346 “es 271 
pponN. C.A ‘50 Д\ +65 398 
ppon Hodo “зло 02 113 
apon Ом заз 03 $356 
apon Ste! 146 0 ,3222 
mura Securities 720 . " 26! 
Y.K 218 -09 178 
ympus 1090 -27 5л 4 
weer "2640 ا‎ И 490 
coh ABB -22 32: 


Sano Steamship 114 
Sankyo Pharm вч) 
Sarwa Bank 910 
Selsui Pretab Homes 583 
Sharp 1190 
Shiseido 1160 
Sony 3940 
Sumitomo Bans 925 
Taise Const 199 
Takeda Chem 78% 
Tokio Marine and Fire 619 
Tokyo Elec. Power 1140 
Toray 409 
Toto 630 
Toyo Kogyo 455 
Toyota Motor 1400 
Yamaha Motor E 


-55 — 

*46 280 2 
+11 366 
-44 283 
+17 ‘203: 
+55 219 
-03 363 
+16 26 4 
-05 127 
+48 28.2 
+62 36.5 
-34 119 
-05 31.2 
+38 240 
-34 159 
29 140 
«02 1 
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Barclays Index 

















25 Sept. 1,317.47 
26 Sept. 1,326,08 
27 Sept. 1,319.77 
28 Sept. 1,323.73 
1 Oct. 1,324.40 
Change on week +134% 
1 Oct. “change % 
NZS onweek — yleid 
Ales Harvey 26 19 42 + 
Bneney 4 69 *42 21 
Carter Holt 307 +23 36 
Dominion Brewers 146 = 77 
Fonex 245 20 51 
Fletcher Chabenge 287 +07 70 
Lon Breweries 208 -= 75 
NZ Forest Products 3.45 *30 38 
NZ Oil and Gas 0 46 +160 - 
NZ! 1.57 +06 54 
NZ Stee! 2 44 04 74 
UEB Industries 1 42 :32 77 
Wartaki NZA 148 18 63 
Warte 340 - 35 




















102 
122 
Fraser's Industrial Index 

25 Sept. 4,829.96 
26 Sept. 4,843.52 
27 Sept. 4.87222 - 
28 Sept. 4,893.58 
1 Oct. 4,850.04. 
Change on week +0.90% 
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пе who has dealings with 
sia. Deci yourself whether any other single 
€ dim puts the economic, social and political realities 
Asia at your fingertips as does the Asia Yearbook. 































iow In Its. 25th Edition 

The Asia 1984 Yearbook, celebrating its 25th anniver- 
sary, is bigger and more comprehensive than ever be- 
fore. Matching the rapid pace of Asian development, we 
have gone into greater detail, with deeper insight, to pro- 
uce a book that anyone who has any dealings with Asia 
shoul d have on the P БОК. | 


tures 
Asia 1984 Yearbook includes two new chapters in 


Asian activities at the United Nations. You will find fami- 
ar chapters and features as well: a Regional Round-up, 
he Power Game, Population & Food, Development 


1 Foreign Relations, Economy/Infrastruc- 


2d rith up-to- -date reviews of its 
Foreign Relations, Economy 
Sa i you localised, 


i also been supplied with a set of vital statistics compiled 
| | against a master questionnaire provided by Yearbook 
ica Asia 1984 Yearbook covers these 


: 1 їо ignore them. Nor can any | 


the Special. Section, namely Commodity Futures and - 


B ks | Asian Finance, Asian Investment, тегу. Com. i 


| sem её of the н ende. с. on 31 , 
yt Each is divided into 3 sections — Political 


M rough tha. Monk China, J 


bo] 


experts. 


How We Did It 


Published by the Far Eastern Economic Heview, the 
Yearbook is the result of thousands of man-hours spent 


` every year. Every week, the Review's. correspondents 






provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 25 years) to 
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rn most people, however entre- 
preneurial, Crossmaglen in the 
south of County Armagh — Northern 
Ireland's notorious “bandit country" 
and stronghold of the outlawed Irish 
Republican Army (IRA) — would be 
one of the last places on earth to open 
up a business. Even the British secu- 
rity forces dread being posted here 
and few outsiders ever set foot in the 
town. 

But for 25-year-old Chuong Ly — a 
young man who has grown up with 
political violence — this volatile yet 
picturesque crossroads between the 
Protestant-dominated north and the 
Catholic republic has provided a 
stable livelihood and a new way of 
life. For 18 months, Chuong, a Can- 
tonese-speaking Vietnamese who 
fled his homeland after the com- 
munists took control in 1975 and 
exerted politieal pressures on his 
family, forcing his father to close 
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down his herb-medicine practice, has 
been serving Vietnamese and Can- 
tonese cuisine to  Crossmaglen's 
locals. 

His restaurant, the Love Viet Hoa 
— though tightly controlled by "the 
powers that be down there" (the TRA, 
who make sure that Chuong does not 
cater to members of the security 
forces or loyalist sympathisers) — 15 
doing a good trade. 

Chuong, who made his escape from 
his fishing-village home of Phan Ri, 
across the South China Sea to Hong- 
kong, five years ago, has, like his 300 
or so compatriots in Northern Ire- 
land, never looked back. Ireland — 
which likes to call itself the Land of a 
Thousand Welcomes — has been good 
to them. 

The main batch of Vietnamese ar- 
rived here towards the end of August 
1980: their only possessions at that 
time were the refugee-centre bags 
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containing one or two items of don- 
ated clothing. The language barrier 
— few had more than a smattering of 
English — and the difficulties of 
climatic adjustment, securing em- 
ployment and being accepted by the 
people of Ulster had to be faced and 
overcome if the province was to be 
their home. 

However, the Northern Ireland 
Vietnamese resettlment programme 
has proved to be one of the most suc- 
cessful of its kind. In the words of An- 
drew Timpson, controller of refugee 
resettlement in Britain: "It would be 
difficult to find a community in the 
future that is prepared to offer so 
much . . ." Good planning and hard 
work, he added, provided the 
scheme's solid foundation. 

But perhaps even more remarkable 


| was that the scheme effected a high 


degree of harmony in this war-torn 
province: it created a common cause 





in which Catholics and Protestants 
forgot their sectarian differences and 
worked closely together to provide a 
home for a lost people. "There were 
five Protestant and five Catholic 
groups among the organisations 
looking after these families," said 
Cyril McElhinney, the scheme's 
chairman, who was awarded the 
MBE for his work with the refugees. 
“In the Northern Ireland context it's 
a fine example of how we can all pull 
together." 


he bulk of the resettlement was 

centred on Craigavon — a new 
city, 20 miles outside the provincial 
capital of Belfast. From theoutset the 
Craigavon Council for the Resettle- 
ment of Refugees was determined to 
avoid creating a Vietnamese ghetto. 
"We felt that the best way of avoiding 
this was to disperse the families 
throughout the city. This seems to 









have paid off; within 12 months the 
families had become fullv integrated 
into the community," explained 
McElhinney. This diaspora also 
quickly calmed the small local under- 
current of fear that Craigavon might 
become a Little Saigon. 

Throughout that first year, the vol- 
untary organisations maintained 
close contact with the families; 
teaching them English and helping 
them adapt to daily life in Ulster. 
Giet Tao Zui — a pilot with the South 
Vietnamese air force and then a farm- 
er after the war — was the only fluent 
English speaker among the refugees. 
He provided the link between the two 
communities. 

Zui left his home in May 1979 and 
set sail in a small boat across the 
South China Sea to escape what he 
felt was the worsening situation in 
his country. "It was the first step in a 
journey to freedom," he said. A week 
later he was picked up by a British 
merchant ship ànd taken to Taiwan 
where he remained for one month be- 
fore being accepted by the British 
Government. 

"We now feel at home here," said 
Zui. "It was very cold to start with 
but we've overcome that. The child- 
ren have been the quickest to adapt. 
Today they're just like local kids." 
For youngsters born in Ulster, chips 
rather than rice is the staple diet. 
Many have been given Irish fore- 
names such as Liam and Nial. and 
they speak English with the thick 
brogue of Belfast or of the other two 
smaller resettlement areas, Lisburn 
and Coleraine. 

And with regard to finding work — 
in a region where the unemployment 
rate has reached a dismal 21% — the 
Vietnamese are better off than many: 
those who do not have jobs are studv- 
ing at government training centres, 
while Zui, for example, is studving 
for a degree through Britain's Open 
University, in which radio and TV 
programmes combine with corres- 
pondence classes to form a degree 
course. 

Materially, too, those refugee- 
centre-bag beginnings are little more 
than a fading memory: some have 
bought their homes; the majority own 
cars, and all are amassing cameras, 
videos, sophisticated audio gear — in 
fact, all the trappings of a consumer 
society. As one local observed with 
true Irish clarity: "Those Vietnamese 
folk have certainly come a long way 
here." — MICHAEL CHARNOCK 
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A federal Sri Lanka? 


Although your excellent analysis of Sri 
Lanka's Tamil issue [20 Sept.| enables 
the reader to understand the causes of 
the Tamil demands for greater freedom 
in their traditional areas and the 
Sinhalese leadership's intransigence, 
the importance of a solution is only 
hinted at in light of the urgent need for 
Sri Lanka to preserve its economic 
health and political unity. 

Tamil terrorism will disappear not 
through further deployment of govern- 
ment troops in the Tamil regions 
(where their effectiveness to date has 
been more against unarmed civilians 
than separatist rebels) but through the 
extension of greater autonomy in the 
form of a federal republic of two states. 
The state government of a Tamil state 
in the north and east could be elected 
by all citizens residing within its boun- 
daries, while the president of Sri 
Lanka and the federal government 
could continue to be elected by the en- 
tire population. 

The language issue, which has been а 
sore point for the Tamils, could be 
dealt with on the Canadian example, 
with Tamil and Sinhalese as exclu- 
sively national languages only in their 
own states, and both treated as official 


LETTERS TO THE EDITOR 


languages on a federal level. The capi- 
tal, Colombo, could be made a separate 
political entity, housing the national 
parliament, and using both the Tamil 
and Sinhalese languages. 

Any further terrorist violence in the 
new Tamil state then could be handled 
by the elected Tamil leaders them- 


| selves who could build up a new state 


police force to maintain law and order. 
Only if the violence crossed the Tamil 
state's boundaries (involving India or 
the Sinhalese state) need the national 
army be called in with the mutual 
agreement of the state and national 
leadership. 

While this solution may be difficult 
to "sell" politically to the Sinhalese 
public, the alternative of a hard stance 
on the issue, as your articles point out 
so clearly, will only result in the con- 
tinued cvcle of Tamil terrorist violence 
and Sinhalese and mob rampages. 

New York ERIC J. RAJENDRA 


The migrants' plight 


While I am basically in agreement with 
Jose Galang's major assertions about 
remittances from Filipino overseas- 
contract workers [27 Sept.], I think he 


failed to mention some obvious points 


and conclusions. For one, Executive 
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Order 857 which calls for compulsory 


remittance from Filipino overseas 
workers is a blatant, desperate and 
very much anti-worker decree made 
possible by the super-legislative power 
of President Ferdinand Marcos under 
Amendment 6. 

This order is inconsiderate of the 
plight of our compatriots abroad who 
are forced to live on the remaining por- 
tion of their wages. It clearly shows 
that the Marcos government will vio- 
late basic human rights just to get out 
of the terrible economic mess of its own 
making, It isno wonder then that many 
Filipino workers in Hongkong, the 
Middle East and Western Europe are 
actively boycotting this onerous order. 

Also, the data given by Galang in ef- 
fect lead to the conclusion that it is 
suicidal for the Philippines to rely 
greatly on the earnings of its man- 
power-export programme to offset 
burgeoning foreign loans and deficits 
in the balance of payments. Unless and 
until the country can launch a genuine 
industrial base, the exodus of Filipino 
workers and their subsequent exploit- 


| ation and oppression will continue un- 


abated. ARNEL de GUZMAN 
Executive Director 
Manila Friends of Filipino Migrant Workers 


Hongkong’s milestone 


Congratulations on your cover story on 
the Sino-British joint declaration [4 
Oct.]. It is a masterpiece of objectivity 
and mature judgment and brilliantly 
sums up views which I fully share. You 
have succeeded in grasping the essence 
of the matter and, I hope, taught a les- 


| son to the utopians and congenital 


negativists who, oblivious to the facts 
of life and the less-appealing alterna- 
tives, are bent on searching for hairs in 
the soup. 

The agreement represents an unpre- 
cedented, momentous milestone in the 
annals of international law and inter- 
state relations and goes far beyond 
what one might have reasonably dared 
to hope for. It is a sterling tribute to the 
political vision and enlightened states- 
manship of China's new leaders. 
Hongkong OSCAR M. UHLER 


The rule of law 


Abdul Karim Risalpuri [LETTERS, 6 
Sept.| criticised Koranic laws regard- 
ing punishment of certain classes of 
crimes in a way which amounts to posi- 
tive heresy. 

The Koran is the perfect, complete 
and exhaustive Divine Law for the 
whole of mankind. The Muslims are 
wedded to this concept. All the 
Koranic laws are preventive and there- 
fore the punishments prescribed for 
breach of any law are deterrent. The 
prescribed Koranic punishment for 
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P (for Very High Precision) 


Longines Conquest VHP is possibly the world’s most advanced wrist watch. 


Unprecedented precision. 
Conquest VHP is five to ten times 
more accurate than ordinary quartz 
watches. Expect it to vary by as 
little as one minute in five years 
(or 0.02 seconds a day). Responsible 
is a new Longines development: 
a quartz thermometer inside the 
movement monitors and neutralizes 
the main enemy of quartz-watch 
accuracy, the changing temperature. 


Unprecedented battery life. 
Conquest VHP runs on a 3rd-gen- 
eration lithium battery (mercury 
came first, followed by silver oxide). 
Battery life is five years or more and 
exceeds that of an ordinary watch 
battery by a factor of three. 

Unprecedented finish. Case 
and bracelet of the models shown 
here have a distinctive silken finish, 
the result of blasting with pellets 
of man-made sapphire. The case is 


made from the extremely hard XL 
alloy and finished with a layer of 
even harder tungsten or titanium 
carbide. It is this layer, obtained by 
ion bombardment, which gives the 
watches their characteristic grey 
aspect. 

Then there is the Swiss crafts 
man's touch, something the VHP 
shares with the very first watches 
made by Longines, in 1842 
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adultery is stoning to death. No Mus- 
lim can take exception to this. All 
Koranic laws are sacrosanct and can- 
not be touched. The Holy Koran's em- 
phatic declaration (Chapter 6, Verse 
115) is, in translation: "The words of 
thy Lord have been completed and per- 
fected and there can be no change in 
His words and He is All-Hearing and 
All- Knowing." Therefore no true Mus- 
lim can question the punishments pre- 
scribed by the Holy Koran for different 
kinds of crimes. RASHIDUL HASAN 
Dhaka Retired District & Sessions Judge 


Malaysia's money 

Recently the Malaysian Government 
was congratulated for asking Petronas 
to take over Bank Bumiputra Malaysia 
Bhd so that the bank's losses will be 
absorbed by Petronas [REVIEW, 27 
Sept.|. They felt that the move was the 
wisest way to absorb the bank's losses. 
To me there is nothing to celebrate 


| After all, the money of both Petronas 


and the bank belongs to the citizens of 
Malaysia. 
Kota Kinabalu Y. LOI 


Not all bad 


From time to time it is noticeable that 
your correspondents in the Subconti- 
nent slip in anti-British comments 
which are not actually justified, and 
there is a danger that if they are not re- 
futed they may come to be believed. 

A case in point is Bunny Suraiya's 
comment about “greedy British gover- 
nors-general" helping to destroy the 
Taj Mahal [23 Aug.]|. But if it had not 
been for Lord Curzon's efforts and 
achievements in restoring the monu- 
ment at the beginning of this century, 
itis morethan likely that the Taj would 
not exist today. 

The Brits were not all bad. 

Berkshire, England JEREMY TAYLOR 


Contra the 'Contras' 


Nayan Chanda writes [16 Aug.]: "The 


United States has turned down an 








Asean request for covert military as- 
sistance to the non-communists 
lamong the Cambodian resistance 
forces] partly because it does not want 
to risk the kind of embarrassment 
which resulted from the exposure of 
the CIA's covert assistance to 
Nicaragua's ‘Contras’. 

This comparison is irrational and is a 
total misconception. It is as if one tried 
to put in the same category US partici- 
pation in the invasion of Normandy in 
World War II and its invasion of Gre- 
nada. The first was a liberation, the 
second a naked invasion. Thus, one 
should not compare US foreign policy 
in dealing with Cambodia with that on 
Nicaragua. 

In supporting the followers of Prince 
Norodom Sihanouk and Son Sann, the 
US would no doubt be supported by 


| world opinion, as the United Nations 


19 DCTORER 1984 a FAR FASTFAN FErONNAILI REVIEM 





Looking for America’s premier operating bank? 
Ask Société Générale de Banque how we balance the world for them every day. 
If your business involves the U.S., 


Each branch retains the autonomy Mellon's unique combinatior 


or U.S. dollars, Mellon Bank's to manage its own foreign exchange advanced technological syst | 
operating capabilities can give you position and maintains its individ- seasoned professional judgn 


a big advantage in many areas. 


When dollar clearing services 
became a problem at Société 
Générale de Banque/Generale 
Bankmaatschappij, Belgium's 
largest bank, Mellon developed a 
custom-designed service called 


MULTICLEAR *. It automatically 


nets the daily dollar balances of service provides a unique cost-allo- ^ representative office, or wri 
branches and affiliates from cation system which supplies all the Mellon Bank International 


Antwerp to Singapore, without information needed to fairly allocate Box 999, Wall Street Statio: 
zero balancing. clearing costs internally among New York, NY 10268, USA 





ual clearing-account balance, but 
MULTICLEAR minimizes the 
costly borrowing, idle balances and 
penalty fees that such flexibility 
usually entails. The savings can 
reach thousands of dollars a day. 


Available to banks and international 
corporations, the MULTICLEAR 


branches and affiliates. 


Mellon Bank 
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In projects like these, you 
can see the results of mutually 
beneficial relationships between 
Combustion Engineering an 
In 19/1, C-E signed a long-term some 80 countries around the 
Technical Assistance Agreement world. They show C-E s strong 
with Bharat Heavy Electricals commitment to helping nations 
Limited which, through transfer achieve greater industrial 
of the latest technology, has ndependence 
enabled India to reach its goal of For more information, request 
self-reliance in the manufacture our brochure. “f iell ING to Meet 
of steam | ег erating equ pment National Goals for Economic 
This includes equipment for the Development Around the World' 
country s first 50O-MW coal-fired Write: Ronald C. Kurtz 
power station—an important Combustion Engineering, Inc., 








step toward another goal: more PO. Box 9308. Stamford 
self-sufficiency in fue CT 06904, USA 









Syracuse, N Y  BUNROEUN: THACH 


Die-ing art 


In the past I have very often enjoyed 
the way Derek Davies has shown us 


Asians how troublesome it can be to- 


master the English language. How- 
ever, he fell foul of the troublesome 
German К language [TRAVELLER'S 
TALES, 30 Aug 





all nouns ending with еі аге 


feminine, and that, of course, means. 
Demel’s coffeeshop could only have. | 
been nicknamed “Die К. und K, Kon- 
rather than Der. Perhaps he 


ditorei” 
will now offer us Asians a little consid- 


eration when we write in the English 


language. 
Singapore 





Telephone tangle 


-Paisal Sricharatchanya does. the Thai 


<o "business community по service in |; 
understating ! 
“Which we operate [FOCUS, 7 Sept]. | 
Three years ago the domestic. tele- 
phone service was at least adequate 
(except the shortage of lines available) | 
in comparison with the previous dec- | 
Since then the service has de- | 
teriorated to the extent. that d is 


the handicap - 





ade. 


nothing short of a scandal. 
The cost of "acquiring" a line can be 


as high as Baht 70,000 (US$3,040) in |. 


some areas (such as Dindaeng-Asoke); 
one major housing estate just off the 
Rajadapisek road does not have a 
single line after nearly two years. 
Those lucky or rich enough to possess a 
line can wait up to five minutes in peak 
periods to get the dialling tone. They 


PROPERTY 
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higher itched tently theres queue” 





Aug:] by ignoring its archaic. 
insistence on three genders. In German | 


‘objectivity. 


| The old enemy 
E. M. SELVARAJOO ; 
| tunities for corruption and debase- 


under | created by 





6 омега 


imply that the Kinki Nippon Railway 
(ENR) somehow forms a pa cdd the 


| CORRECTION E 








An international call can take a 
couple of hours to place (if you are 
lucky enough to get through at all) at a 
cost of more than five times the cost of 
a similar direct-dial call made from 
Britain.: Coincidentally or not, the 
marked deterioration started at. about © 
the time that Gen. Arthit Kamlang-ek 
took over the SS tthe 















was a [plone y ab 


permanent loss of Раша s usual 








When the sophistry and cant is sub- 
tracted from P. N. Agarwala’ Ss com- 
ments [THE STH COLUMN, 23 Aug.] 
what remains is justification of con- 
centration of power, creation of oppor- 


In 1776 Adam 
wealth of nations is 
unhindered commerce. 
Counter trade was the enemy then; it 
still is today. 


ment of enterprise, 
Smith proved the 


———————À 


L. D. GLENN 


Т the rails 


There is a minor but unforgivable error 
in TRAVELLER'S TALES [9 Aug.]. You 
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| We failed to credit Dr Atsushi Kayashima 

| for joint authorship of the article Itsa gen- | 
erational tussle among educators in FOCUS | 
on education in Japan (14 June}. The error is 
regretted. 
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Ne she your belief in successf | 
insti tutional investment. 


“At the institutional level successful 
investment is a team effort. 

We believe in making that effort.” 
Max Studerus, 

First Vice President, Zurich 


If successful investment is 

your credo, you know it isn't simply 
an act of faith. Investing institu- 
tional funds requires a dedicated 
team with a broad base in 

every area of banking, worldwide. 
The stakes are so high and the 
environment can change so fast, 
that if you don't have a strong 
team of in-house professionals you 
could end up simply running 

with the pack. 

To a newcomer, the world of inter- 
national markets may seem 
complicated. But we're veterans of 
these markets, and we believe 
they could actually make life easier 
for you. You know our reputation, 
but you may not know all our 
capabilities. And until you know 
what we could do for you, you may 
not be aware of all your own 
possibilities, either. 

When you're thinking of exploring 
new markets, the first step could 
be the most important: talk to 

the people at the key Swiss bank. 





ea 


Swiss Bank Corporation 
Schweizerischer Bankverein 
Société de Banque Suisse 
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3 | | The key Swiss bank 

E. CT Management in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
` network (branches, subsidiaries and representatives): Europe: Edinburgh, London, Luxembourg, Madrid, Monte Carlo, Paris. North America: Atlanta, 
` Calgary, Chicago, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogotá, Buenos Aires, Caracas, Lima, 

Mexico, Panama, Rio de Janeiro, Sao Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. Africa: Johannesburg. Asia: 

Hong Kong, Singapore, Tokyo. Australia: Melbourne, Sydney. iS T 
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Page 16 

Malaysian Prime Minister Datuk 
"Seri Mahathir Mohamad brings out 
. the big guns in a fierce attack on 
. Islamic rival Pas. 


| 


, Page 18 

Bomb blasts іп Jakarta’s 
Chinatown may be linked to recent 
Muslim riots. 


19 
E 1907 and all that causes problems 
for Thailand at the United Nations. 


dpt um core tl 


Page 30 i 

Burma takes steps to improve its 
antiquated health system. Mean- 
while, leader Ne Win causes a dip- 
lomatic headache in Europe. 


32 
A big welcome for a VIP newcomer 
to Singapore politics causes eye- 
brows to be raised. 
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Vol. 126 No. 42 


As Singapore celebrates '25 years of nation- 
building' this year, it is still searching for its his- 
tory — something to bolster the national identity, 
transcend communal divisions and help foment a 
national spirit, in keeping with the political and 
social ideals of the ruling People's Action Party 
(PAP). Each correspondent Lincoln Kaye 
Society writer lan Buruma report. 
Meanwhile, deputy editor Philip Bowring and 
Singapore bureau chief V. G. Kulkarni analyse 
the republic's various ways — religious, poli- 
tical, cultural — of building the nation, and Singa- | 
pore journalist М. Balakrishnan describes the revival of the Peranakan way of life in Singapore. Pages 45-51. 


Cover illustrations of Raffles and old Singapore, courtesy of National Museum. Portrait of Prime Minister Lee - 
Kuan Yew by C. T. Liang. Photograph of Singapore today by David Day. i 





Page 33 

Firm proposals emerge at last 
from Sri Lanka’s conference on the 
Tamil question. 


Page 34 
The United States edges further 
away from the Philippine regime. 


Page 36 

The Soviets strike at Pakistan’s 
border — and Afghan rebels reply 
with attacks on Kabul. 


Page 64 

There is a heavy political price to 
pay for the Philippines’ standby 
credit from the International 
Monetary Fund. 


Pages 66-67 

Burma thinks big in its efforts to fi- 
nance natural gas development, 
while Australian oilmen begin to 
think that small may be beautiful. 
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in Singapore's expulsion of mer- 
chant bankers Jardine Fleming. _ 
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Japan's efforts to beat protec- 

tionism by investing in the West | 
mean loss of profits. 
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. over Punjab violence 

India has officially alleged for 
— thefirst time that Pakistan is 
— training Sikh terrorists. Home 
— — Secretary M. К. Wali said that 
. the government has sufficient 
— A evidence to prove that Pakis- 
— . tan is training Sikh extremists 
and Bangladesh is training 
- secessionist guerillas to fight 
in Tripura state. He said 
Pakistan is running training 
‘camps on its borders with 
India’s Punjab and Rajasthan 
states. 























- Previously New Delhi had 
~ referred only to a "foreign 
— hand" behind the Punjab ter- 
— rorism, without specifying the 
— country. Even the white paper 
— on Punjab, issued to justify the 
- military action there in June, 
___ made no reference to any par- 
ticular foreign power. But it is 
— — known that India took up the 
— issue of the alleged training 
camps with Pakistan in mid- 
1983. Indian intelligence 
agencies claim to have infil- 
trated the ranks of Sikh ter- 
rorists and attended the 
amps. — MOHAN RAM 
ules 
. New Guinea 

Ai p Indonesian Foreign Minis- 
ter Mochtar Kusumaatmadja, 
attending the United Nations 
— General Assembly in New 
. E - York, said he was stunned and 
disappointed at the “harsh 
—— Criticism” of Jakarta's policy 
` jn the Indonesia-Papua New 
— — Guinea border area made by 
— his Papua New Guinea coun- 
- — ferpart, Rabbie Namaliu, only 
. one day after the two sides had 
finally agreed on ways and 
_ means of repatriating some 
10,000 Indonesian border- 

М. сгоѕѕегз. 
к Repatriation had been de- 
` -lay partly because the 
- Papua New Guinea Govern- 
— . ment insisted that the “In- 
donesian military" as well as 
the Indonesian Government 
guarantee the safety of the re- 

turnees. 
While Mochtar's annoyance 
at Namaliu was echoed in 
Jakarta, the Indonesian mili- 
tary commander іп Irian 
Jaya, Brig.-Gen. Sembiring 
Maliala, was quoted as saying 
> that the safety of the returnees 
would always be guaranteed 
| and that they would have а 
м choice of returning to their old 
7 homes ог resettling іп new- 
\ ly developed transmigration 
sites. — SUSUMU AWANOHARA 
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Taking advantage of his con- 
tinued popularity in opinion 
polls, Australian Prime Minis- 
ter Bob Hawke, as widely pre- 
dicted, has opted for an early 


general election on 1 De- 
cember with an unpreceden- 
tedly short eight-week run up. 

With polls showing Hawke's 
Labor Party ahead of the 
49.5% first-preference vote 
which won it a landslide vic- 
tory in March 1983, opposition 
Liberal Party leader Andrew 
Peacock appears to have little 
chance of achieving the 3.2% 
swing he needs to win the elec- 
tion and perhaps even the 
smaller swing which might 
shore up his own party leader- 
m — HAMISH McDONALD 


rici nai di qua Pyongyangs 


A year after the 9 October 
1983 Rangoon bombing, 
which killed 21 people, in- 
cluding four South Korean 
cabinet ministers, Burma's 
final report to United Nations 
Secretary-General Javier 
Perez de Cuellar on the inci- 
dent concludes: "The Demo- 
cratic People's Republic of 
Korea cannot possibly dis- 
claim responsibility for the... 
attack." 

The report, discussed in the 
recent UN General Assembly 
Legal Committee debate on 
protecting diplomats against 
terrorism, said an inquiry had 
"fully established" by 4 
November 1983 that the at- 
tack was the work of three 
North Koreans acting on or- 
ders from the North Korean 
regime. 

Meanwhile, 20,000 South 
Koreans rallied in Seoul on 8 
October to denounce Pyong- 
yang for the bombing, and at 
the southern border of the de- 
militarised zone a 17-m high 
monument was unveiled in 
honour of those killed in the 
attack. 

— TED MORELLO and SHIM JAE HOON 
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Faced with an abrupt one-day 
drop of nearly 1% in the value 
of the Malaysian dollar — its 
largest since  foreign-ex- 
change dealings began in 1973 
— Deputy Prime Minister 
Datuk Musa Hitam on 6 Oc- 
tober denied rumours that the 
currency — now pegged to a 
basket of the country's major 
trading partners’ currencies 
— will be devalued. Since 
mid-September, the foreign- 
exchange market in Singapore 
has been reacting to persistent 
speculation that Malaysia had 
accepted International Monet- 
ary Fund advice to devalue its 
dollar to increase the export 
competitiveness of its primary 
commodities. 

The immediate cause of the 
drop is believed to have been 
heavy buying of US dollars in 
London on 4 October by Bank 
Bumiputra Malaysia, which 
market sources said may have 
exceeded US$100 million. 
That led to a slide in Singa- 
pore and Kuala Lumpur the 
following morning. 

Most analysts rule out a for- 
mal devaluation. They point to 
the added burden such a move 
would place on Malaysia's ex- 
ternal debt servicing, while 
bestowing no offsetting bene- 
fits on either the country's 
manufacturing or primary 
commodity sectors. — JAMES CLAD 


Indonesia seeks trade 

links with East Europe 

Jakarta is liberalising trade 
with East European countries, 
in an attempt to diversify its 
export markets. It recently 
lifted restrictions on trading 
with Eastern Europe by al- 
lowing Indonesian exporters 
to deal directly with buyers in 
these countries. Previously, 
they had been required to deal 
through designated state trad- 
ing companies, which coordi- 
nated all trade with socialist 
countries. As part of the ex- 
port effort, Economic Coor- 
dinating Minister Ali Ward- 
hana is leading a two-week 
trade mission to the Soviet 


Union, Hungary, Czechos- 
lovakia and East Germany. 
— MANGGI HABIR 
filed against 
Thai banker 


The Bank of Thailand (BoT — 
the central bank) and the now 
state-run Asia Trust Bank 
(ATB) have filed fraud and 


| (REVIEW, 










embezzlement charges against 
former ATB chairman Johnny 
Ma, alias Wallop Tarnvanich- 
kul, for allegedly misap- 
propriating US$5 million in 
foreign loans. The loans were 
supposedly made out in ATB's 
name but were apparently 
routed to ATB Finance (Hong- 
kong), a separate company in 
which Ma has a majority stake. 
Following the government 
takeover of ATB in August 
13 Sept.), the BoT- 
appointed management has 
uncovered various un- 
explained transactions by the 
bank's former management. 
Additional charges are ex- 
pected to be lodged against Ma 
and other associates. Ma left 
Thailand after the the govern- 
ment takeover and his where- 

abouts are unknown. 
— PAISAL SRICHARATCHANYA 


Record rice crop likely 

in South Korea ia 
Despite damage inflicted by 
last month's floods, South 
Korea is expecting a record 
rice harvest this year. With 
roughly half the harvest com- 
pleted, indications are that the 
crop will just exceed last 
year's record harvest of 5.4 
million tonnes. Soon after the 
floods which hit the country in 
early September there was 
speculation that up to 25% of 
the crop would be affected, 
but these estimates have since 
been revised to below 5%. 

A record 1.205 million ha 
was planted with rice this 
year, partly owing to the gov- 
ernment's decision to drop 
price supports on wheat. Price 
supports are still in place for 
rice, and a good harvest will 
mean pressure on the govern- 
ment budget. — PAUL ENSOR 


Philippines calls new 
extension on debts 


The Philippines has extended 
its moratorium on the repay- 
ment of principal on,.its 
foreign debt to 7 January 
1985. The most recent exten- 
sion was due to expire on 16 
October, one year after theini- 
tial freeze was imposed. How- 
ever, the government has yet 
to reach agreement on an 
overall rescheduling package 
with the International Monet- 
ary Fund and the 12-bank 
Advisory Committee on the 
Philippines, which represents 
483 creditor banks (page. 64). 
The Philippines declared the 
moratorium _ following а 
severe financial crisis caused 
bya halt i in capital inflow and 
trade financing. —JOSEGALANG 
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BACKDOOR PROTECTION 


The Philippines is finalising 
plans to accede to the General 
Agreement on Tariffs and Trade's 
code on-subsidies. The move is 
primarily intended to counter 
current lobbying in the United 
States for the imposition of 
countervailing duties on imports 
of garment products from 13 
developing countries, including 
the Philippines. Under the Gatt 
subsidies code, to which the US is 
also a signatory, petitions for 
countervailing duties (which are 
put on products that receive 
government subsidies in the 
countries where thev are 
produced) will have to pass an 
"injury test" which examines 
how much damage is done by the 
imports. This is such a 
cumbersome process that 
petitioners eventually lose 
interest in their lobby. Manila 
hopes that it can sign the code 
before Washington formally acts 
on the lobby against garment 
imports before the end of the 
year. 


EYE ON TAMILS 

Sri Lanka has installed 
sophisticated surveillance 
emen on the uninhabited 
island of Kachchativu in the 
narrow Palk Strait which 
separates Sri Lanka from India. 
The aim is to check clandestine 
movements of Tamil guerillas to 
and from India. The mile-long 
barren island was ceded to Sri 





Lanka, after a dispute, under the 
1974 maritime boundary 
agreement — one of the 
conditions being that it should 
not be used for military purposes. 


PICHAI'S PREDICAMENT 


Vietnamese 
Foreign Minister 
Nguyen Co 
Thach 
embarrassed 
Thai Deputy 
Prime Minister 
Pichai Rattakul 
during his recent 
brief visit to 
Bangkok. After 
talks between 
the two over 
dinner, Pichai told the press that 
Thach had expanded on his 
recent theme that Hanoi would 
agree to some form of 
international peacekeeping 
force in Cambodia. Pichai took 
this as reflecting some degree of 
flexibility on Vietnam's part. Yet 
when Thach was questioned by 
newsmen about this before his 
departure from Bangkok, he 
dismissed it as press 
"imagination." Diplomats 
seeking confirmation from Pichai 
later said he appeared 
embarrassed by Thach's denial. 


UNDIPLOMAT 


Former Vietnamese Embassy 
first secretary Pham Nien, who 
left Bangkok hurriedly in July, is 
understood to be named in court 





documents to be presented at the 
trial (beginning later this month) 
of 20 alleged members and active 
sympathisers of the Communist 
Party of Thailand. Nien, a fluent 
Thai speaker who took up his 
Bangkok post in February 1980, 
flew back to Hanoi soon after the 
arrest of 16 communist suspects 
in a series of pre-dawn raids across 
Bangkok on 3 July. Nien was à 
second secretary when he went to 
Bangkok and was promoted to 
first secretary in 1982-83. 


COLD-SHOULDERED 

Kim Dae Jung. 
the South 
Korean 
opposition 
figure now 
living in exile in 
Washington, 
wants to tour 
France and West 
Germany before 
returning to 
South Korea in 
December. Kim, 
however, is having trouble 
obtaining official invitations 
from the European governments, 
according to sources close to his 
movement. Japanese officials 
also have discounted the chance 
of Kim being welcomed in Tokyo, 
as Japanese Prime Minister 
Yasuhiro Nakasone wishes to do 
nothing that would affect his 
personal ties with South 

Korean President Chun Doo 
Hwan. 
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EH THE WEEK ЕЕН ава с фо ок i 


AUSTRALIA 

Prime Minister Bob Hawke called a 
general election for 1 December, 16 
months before one is due (8 Oct.). 


BANGLADESH 

At least 10 people were killed, hundreds 
injured and thousands left homeless when 
rioters attacked relief camps of a minority 
ethnic group observing a religious holiday 
(5 Oct.). Security forces shot dead two 
guerillas and injured a third in the Chit- 


tagong Hill Tracts, the official BSS news- 
agency said (8 Oct.). 


CHINA 
West German Chancellor Helmut Kohl 
arrived on an official visit (7 Oct.). 


HONGKONG 

At least one local seaman was killed and 
several were missing feared dead when 
the oil tanker, World Knight, was attack- 
ed by Iraqi jets in the Gulf (8 Oct.). 
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INDIA 

Two Sikh militants were shot dead by 
security forces in renewed violence in 
Punjab (4 Oct.) Three people died and 
eight were injured in Hindu-Muslim 
clashes in Madhya Pradesh, it was report- 
ed (6 Oct). 


Two people died and 18 were injured in 
explosions that ripped through Jakarta's 
Chinatown (4 Oct.) Police arrested 15 
people in connection with the blasts, it 
was reported (8 Oct.). 


JAPAN 

Vietnamese Foreign Minister Nguyen 
Co Thach held talks with his Japanese 
counterpart Shintaro Abe in Tokyo 
(3 Oct.). 


PAKISTAN 
Students set government vehicles 
ablaze after police arrested 40 of them to 


break up à protest rally in Quetta (5 Oct.). 
Five people died and more than 50 were 
injured in clashes between Shia and Sunni 
Muslims in Karachi (6 Oct.). The rival 
Muslim factions clashed again, despite a 
curfew and military patrols in Karachi 
(8 Oct.). Military authorities moved Mum- 
taz Bhutto, a cousin of executed former 
prime minister Zulfikar Ah Bhutto, from 
jail to house arrest, the Pakistan People's 
Party said (9 Oct.) 


PHILIPPINES 

The Agrava board investigating the 
murder of Benigno Aquino concluded that 
he was shot bv a military escort, an official 
of the board said (3 Oct.). Business leaders 
joined about 25,000 people in a protest 
march against the rule of President 
Ferdinand Marcos (7 Oct.) 


SOUTH KOREA 
Police said 17 people were detained 
after student clashes in Seoul (9 Oct.). 
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Once, your telephone system was worked 
by the most refined and sophisticated 
software available. 

Human intelligence. 

And the quality of your telephone 
network depended on the quality of the 
human software’ at the heart of it 

Only too soon, the telephone 
exchange went automatic. The new systems 
were ‘hardware’-based - inhumanly fast, 
but also inhumanly inflexible. 

Today, the wheel has gone almost full 
circle: the decreasing cost of computer 
performance has made it possible for 
telephone companies to provide almost 
human levels of flexibility and intelligence. 

It's already possible to provide such 
complicated services as calls that follow 
you round when you leave your phone; 
fully itemised phone bills; computer-to- 
computer communication; the instant- 
aneous transmission of photocopies over 
thousands of miles; information displayed 
on your TV screen in colour - and much, 
much more. 
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UA Saden digital telephone ape Ericsson 
AXE provides unmatched call-handling capacity. 





In the not-too-distant future, all these 
services, and others, will be provided 
through a single, integrated, network. (It's 
called the ‘Integrated Services Digital 
Network’ - ISDN for short. It's described in 
the box.) In effect, your telephone will 
become a computer terminal communi- 
cating with a huge range of sophisticated 
devices and services. 

Now all this sounds fine, but there are 
plenty of telephone subscribers in the 
world who find it difficult to make a simple 
phone call — and plenty of people who just 
can't get a phone at all. These people may 
feel a little sceptical. 

And of course, they're right. 

Because not all telephone systems can 
capitalise easily and economically on the 
opportunities technology is presenting. 





Who's afraid of the ISDN? 


Telephone networks all over the world are 
considering the problems and opportunities 
presented by the concept of the Integrated 
Services Digital Network. 

This network will handle services which 
can be transmitted in digital form - which, 
these days, includes speech. 

As well as speech, these services include 
facsimile transmission, nationwide paging, 
mobile telephony, data transmission (direct 
communication between, and access to, 
computers), credit card and banking 
functions, videotex, and many others. 

Such services already exist, of course. 
But often they use separate lines and 
switching services, which increases their cost 
and complexity and makes widespread 
implementation of the services difficult. 

AXE was designed with the ISDN in 
mind. It is structured for ISDN, and with 
Ericsson's new APZ 212 supercomputer, it 
can handle the increased traffic. Any user of 
an AXE system with a digital group switch 
has the basis of a successful ISDN already in 
position. 





AXE: today's dominant system 
Just as in the old days a telephone 
network's quality was defined by the quality 
of its operators, so, in a modern system, 
quality is defined by software. 

Software for telephony must have very 
special qualities. 

It must be very fast, dealing with 
millions of instructions every few minutes, 
and it must be able to handle a broad range 
of complex functions, without becoming 
unwieldy and unstable, ' 

One system has emerged with soft- 

rare which has demonstrated its ability to 
run a modern digital network on the very 
largest scale: the AXE exchange-control 
system from Ericsson. 

The structure of AXE software is a 
model of uniquely flexible power and 
elegance. It can provide service of the 
highest standard to a tiny fishing village - 
or it can control a key exchange in a vast 
international network It can handle every 
demand a community can make of it$ 
telephone network today, and it can 
accommodate every foreseeable demand of 
the future. 


The good old days? 
Still, of course, AXE can't give you 
everything that an old-fashioned operator 
could. It can't lend a sympathetic ear if 
you're burgled, or ask if your sore throat is 
getting better. But then, AXE doesn't get 
bad-tempered, or forget what number it's 
supposed to be calling. And it doesn't 
report sick. 

And even the most willing and efficient 
operator would be pushed to match the way 
a single unit of AXE can handle 800,000 
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telephone calls an hour! (That, by the way 
is twice as many calls as any other system 
even claims it can handle.) 


The telephone and you 


Our futures will increasingly depend on BE 
cleverness of our telecommunications. 
Everyone should understand the issues and 7 
possess the facts. 

If you'd like a copy of a new booklet, 
published by Ericsson, to present the issues 
and facts comprehensibly, just complete m 
and post the coupon. 

We'll send you a copy of the booklet. 
By hand. 


Lhe Quiet Giant 


AXE is the world's most successful telephone 
switching system. Its power and elegance, 
and its ease of handling, have swept the 
world. 

Today, over 80 telephone companies in 
55 countries have chosen AXE, and the 
numbers of telephone lines installed or on 
order for connection to AXE exchanges has 
passed the 10-million mark. 


The spectacular growth of world confidence 
in Ericsson's AXE system., 


» 
11 омог lines On order 


мк d installed 
10.0006, C m 
* 


55 Countries" 


Installed, 
245,00" 


76 77 74 79 RO Al 
“AXE World Survey June 1984 








Public Telecommunications Division, 
8-126 2 5, Stockholm, Sweden 





Please tell me more about. AN CE 


Name 


Address 


e a t -— — 
' 
Pr —— RE 











DM. 





1 
yd 


m REGIONAL AFFAIRS muss 


Umno challenges the opposition over who is more Islamic than whom 


They shall not Pas 


By James Clad in Kuala Lumpur 


n a series of resolute moves, the 
|]: of the United Malays 

National Organisation (Umno), do- 
minant partner in the ruling National 
Front coalition, has intensified its con- 
frontation of the only serious contend- 
er it has for the votes — and minds — of 
Malays: the Parti Islam Se—Malaysia 
(Pas). 

And while the immediate cause of 
the counter-attack undoubtedly arises 
from Prime Minister Datuk Seri 
Mahathir Mohamad's determination 
tó win the political initiative before the 
next general election — increasingly 
expected to be held well before its 
April 1987 deadline — other calcula- 
tions also inspire this vociferous cam- 
paign, unprecedented in the long an- 
nals of Umno-Pas rivalry. 

Beginning with a skilfully crafted 
and hard-hitting speech on Malaysia's 
Independence Day on 31 August, 
Mahathir — who serves as Umno's pre- 
sident as well as prime minister — has 
led a campaign to gain a psychological 
advantage some fear Umno may be los- 
ing to Pas in parts of predominantly 
Malay states such as Perlis, Kedah, 
Trengganu and Kelantan. 

Pas ceramahs (political-religious 
lectures) attracting thousands have 
been organised on a growing scale in 
these areas — particularly іп 
Trengganu and in Kelantan, where Pas 
held power for 18 years, losing control 
of the state government in 1978. 

Publicly, the government portrays 
the contest as between established 
order and extremism, with no refer- 
ence to the more mundane matter of 
electoral prospects and, indeed, most 
informed sources contacted by the 
REVIEW reported that Umno's electoral 
base remains steady, even in Kelantan. 

Nevertheless, and particularly in the 
weeks before 20 September (when 
Mahathir departed for nearly a month 
overseas), ministers and Umno offi- 
Cials variously accused their opposi- 
tion co-religionists of “behaving like 
communists,” of “fomenting hatred of 
non-Malays," of “trying to take con- 
trol of mosques” and of aiming for a 
“government by mullahs.” In his 31 
August address to the nation Mahathir 
harped consistently on this last theme, 
implying that Pas — though he did not 
name it directly — was trying also to do 
away with parliamentary democracy. 

The use of the word “mullah” fol- 
lows from a readiness here to discern 
Iranian influence behind much of Pas’ 
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rhetoric. Malaysia has demanded a 
bilateral agreement with Iran to gov- 
ern contacts between Muslims from 
the two countries (REVIEW, 9 Aug.) and 
during a 21-22 September visit by 
Iran’s Deputy Foreign Minister Jawad 
Mansuri, Malaysian Deputy Foreign 
Minister Kadir Sheikh Fadzir said: 
“There are certain groups in Iran 
which are in contact with these people 
[Pas] . . . The government will fight 
[foreign interference] to the end.” 

Given much prominence by the local 
press, other government-inspired 
charges against Pas have flowed thick 
and fast — though of late a more hesit- 
ant line has become apparent in some 
Malay-language newspaper commen- 
taries. 

In an article entitled "The Great 
Umno-Pas Debate," one influential 
Malay writer said giving the dispute 
too high a profile could be forcing "the 
people to choose between the two par- 
ties .. . something that is not good for 
Umno's struggle . . . It is better for 
Umno to keep away from public dis- 
pute so as not to give Pas a chance to 
offer its idealism . . . Umno should 
think again about debating with a 
party that is almost finished.” 

This sentiment reflects the belief 
that Pas — a small, regionally based 
party with just five seats in the federal 
parliament compared to Umno's 132 — 
could win undeserved sympathy as an 
underdog in a mismatched struggle 
with authority. 

Another article under the heading 
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“Who is more Islamic — Pas or Umno?” 
in the widely circulated Berita Harian, 
said: “Arguing about who is or is nota 
non-believer is too dangerous for 
Malays.” 

Meanwhile, however, the govern- 
ment presses the attack. Mahathir has 
claimed, for example, that he has seen 
evidence that Pas supporters were 
planning to set up “suicide squads” for 
whom, Mahathir said, “the shedding of 
Umno blood is halal” — religiously 
sanctioned. Newspapers carry almost 
daily reports that “extremist groups” 
have been issuing fatwas, or religious 
prohibitions, forbidding followers 
from accepting government largesse — 
such as a nutritional-food programme 
— supplied by non-Muslims. Perak's 
State government said 20 such ex- 
tremist groups are operating in that 
state alone. 


nother accusation is that ex- 
A have cautioned Malay 
soldiers against participating in 
counter-insurgency operations be- 
cause proper prayer timing cannot be 
maintained in the jungle — an allega- 
tion levelled with particular force by 
Mahathir. Among other things, fana- 
tics reportedly have gate-crashed re- 
ligious feasts and thrown copies of the 
Koran belonging to non-sympathetic 
groups into ditches. 

The range of accusations runs from 
these highly emotive specifics to 
broader transgressions: during the 
past six weeks Umno officials have 
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said Pas not only opposes the Malay- 
sian Constitution as catering too much 
for kafirs (non-believers) but also has 
"caused Malays to become ashamed of 
their Malay identity" — a reference to 
Pas' unhappiness with the nationalis- 
tic element in Umno's message. 

These are serious charges, but the 
urgency with which the government 
has put the Pas challenge at the top of 
its political agenda has surprised 
some, even within Umno. In particular, 
Mahathir's offer in September to or- 
ganise a live, nationally televised de- 
bate between the two parties has 
caused Umno misgiving, not only from 
understandably disaffected elements 
(such as those associated with former 
Kelantan Umno chief Tunku Raza- 
leigh Hamzah) but also from those 
otherwise comfortable with the cur- 
rent leadership. 

Although after a 16 September 
Umno Supreme Council meeting 
Mahathir insisted the debate be con- 
fined to what is known here as the 
"kafir-mengkafir" issue (the trading 
of accusations that others are non-be- 
lievers), senior elements in the party 
have told the REVIEW that some would 
prefer not to give Pas free publicity — 
whatever the topic. 

But sources say the prime minister 
has good reason to make his moves 
now. Despite Umno's present strength, 
Mahathir is determined to keep Pas — 
and the ideas that bolster it — on the 
defensive. If left to drift, the "anti- 
democratic and intolerant elements" 
in Pas' message could endanger the de- 
licate fabric of Malaysian society — a 
result, Umno contacts insist, that 
Mahathir will not allow to happen. 
“The risks of doing nothing are greater 
than the risks of going on the offen- 
sive," one source said. 

Thus, the bundle of anti-Pas charges 
is matched by an array of Umno tacti- 
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cal counter-measures: Umno’s Youth 
Wing has formed what it describes as 
“assault groups,” consisting of spe- 
cially briefed members to organise 
counter-ceramahs. Each of Umno's 
1,615 branches is under orders to iden- 
tify powerful orators among its mem- 
bers to redress the opposition's per- 
ceived rhetorical advantage. The effec- 
tive circulation of tape-recorded 
ceramahs by such orators as Pas vice- 
president Ustaz Hadi Awang will be 
met by “counter-cassettes,” Umno 
newspapers have said. 


occurs — is seen as another deci- 

sive tactic, giving the advantage 
back to Umno: on 28 September Pas 
notified its written assent to the re- 
stricted topic debate — though its 
leadership would have preferred a 
wider agenda. 

Finally, the government's tactics 
have included holding four Muslims 
(including a Pas Trengganu state as- 
semblyman and two Pas youth work- 
ers) under Internal Security Act (ISA) 
powers allowing detention without 
trial, and limiting certain types of Pas 
ceramahs in Perlis, Kedah, Kelanatan 
and Trengganu. Deputy Home Affairs 
Minister Radzi Sheikh Ahmad told the 
REVIEW that this 
latter step, in law, 
does not amount to 
a blanket ban, but 
rather to an ad- 
ministrative direc- 
tion to the police to 
refuse permits on a 
case-by-case basis 
if advertising for 
them would be 
likely to produce 
crowds too big for 
the assigned рге- 
mises and therefore 


Т: TV debate — if and when it 
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to spill into the streets and threaten 
public order. 

Despite the initially draconian ap- 
pearance of the “ban,” sources in 
Kelantan state capital Kota Baru and 
in Trengganu say that Pas is continu- 
ing to hold gatherings and that a signi- 
ficant measure of police discretion is 
being used in monitoring the meetings. 
No more ISA detentions have occur- 
red, and the government in September 
released two of the three Pas members 
detained in July without explanation. 

No one doubts that, besides 
Mahathir, the Umno leadership and 
much of the non-Malay community 
have grown increasingly concerned 
about signs of “fundamentalism” here: 
the worldwide resurgence of Islamic 
fervour in the 1970s came to Malaysia 
at a time when other, earlier issues of 
ethnic identity (such as the Malays’ po- 
litical supremacy or the status of the 
Malay language) had already been 
won. 

Ironically, one of the results of the 
expansion of Malays' tertiary educa- 
tion under Umno's political steward- 
ship has been a renewed interest 
in their religion by growing num- 
bers of Malay students reacting to 
foreign cities or Kuala Lumpur — 
where the majority of the population 18 
non-Muslim — in which 
they have studied. 

Their receptiveness, 
together with that of 
other Malays drawn to 
urban work opportuni- 
ties, toa number of dak- 


wah or missionary 
groups has become 
commonplace: most 


dakwah groups aim at 
rekindling religious de- 
votion among born 
Muslims rather than 
converting non-believ- 
ers. 

To what extent this 
stronger sense of Islam 
has given the edgetothe 
current Umno-Pas dis- 
pute is not clear. Since 1978 and par- 
ticularly since the departure of former 
party president Asri Muda (REviEW, 23 
Aug. '82), Pas has tended to stress in- 
substantive rather than tangible de- 
mands. Such Umno-dominated gov- 
ernment achievements as the Islamic 
Bank or the International Islamic Uni- 
versity have earned a dismissive reac- 
tion as peripheral to Pas' broader, mes- 
sianic concerns. 

Meanwhile, Pas' parliamentary rep- 
resentation in both federal and state 
assemblies remains bottled up in trad- 
itional Malay constituencies: the party 
holds 10 of 36 Kelantan assembly 
seats, but elsewhere the proportion of 
seats drops away. In Perlis it holds just 
one of 12 seats; in Kedah just two of 26 
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go ernment last year in another 
oversy largely within the Malay 
1\ nity, | several. of the country's 















r important, perhaps, are 

s which Malaysia's neighbours 
have about the uproar. Misread- 
lalaysia’s still-robust democratic 
ons (a TV debate with one's 
al opponent is a rare step in 
у countries in the region), some 
matic sources from neighbouring 
tries with large Muslim popula- 
wonder why Mahathir has lifted 
| religious dispute on to the na- 






























m of these sources worry about 
ng a "split" in the Malay com- 
ind others even have express- 
specific concern about the unsettl- | 
ect that highly charged debate 
ch T 'video-taped and widely cir- 
lated TV debate) could have on their 
domestic situations: for its own - 
rt, some of the non-Malay press have 

‘prominence to recent reports of 
igiously linked violence i in Jakarta. 




























| interesting are opinions begin- 
ning to be expressed by non- 
А Malay politicians here who are - 

ally very quiet about other com- 
es pue enc donee Indian 













: beliefs” e even ea confined 
and Pas; the philosophy of 
said, would only “create confu- 
| allowed to be preached. 
МІС leader's remarks echoed — 
the first publicly reported com- _ 
on the affair by a Malaysian 
se politician. On 20 September, 
wak United People's Party chair- 
Datuk Amar Stephen Yong said 
n using religion to attain political 
"Pas fanaticism threatens the 
| of the nation" by widening 
polarisation." — | 
'to underscore the point, Deputy 
Minister and Minister for Home 
Datuk Musa Hitam at the 29-30 
imber national conference of the 
ina | tye Chinese Ger akan р 

















































By Susumu Awanohara in Jakarta 


J ust three weeks after a Muslim mob 
clashed with security forces in Tan- 
jungpriok, north Jakarta (REVIEW, 27 
Sept.), three bomb explosions rocked 
the Chinese-dominated commercial 


centre of Jakarta, reportedly killing 


two and injuring 18. Two of the bombs 
went off at branches of Bank Central 
Asia (BCA), the biggest domestic pri- 
vate bank, owned by tycoon Liem Sioe 
Liong. 

So far no one has claimed responsi- 
bility and the precise motives and ob- 
jectives behind the explosions are not 
clear. But the police apparently are 
making quick progress in their investi- 
gations: latest reports said that 15 sus- 
pects had already been arrested. 
Speculation abounds but most see at 
least an indirect connection between 
the Tanjungpriok incident and the 
explosions. | 

At arounds9 a.m. on 4 October, 
bombs exploded in succession at two of 
BCA's branches. and at the Glodok 
shopping centre, all. in the crowded 
Chinatown area. The banks had al- 
ready opened but, despite serious dam- 
age to the two buildings, there were no 
deaths; At least one suspect was seized 
on the spot in one of the bank branches 
as he tried to escape, severely injured. 

The blast at the СОВЕ centre, in 


app fees: devastating but it was 


triggered by the opening of a suspi- 
cious package by a kiosk owner and a 
guard, and both were killed. Some 
nearby shops promptly closed for the 
day but security officials remained 
cool and appealed for calm. Most busi- 
ness went on as usual. 

After inspecting the explosion sites, 
Indonesian Armed Forces (Abri) com- 
mander Gen. Benny Murdani likened 
the incident to the 1981 hijacking of a 
Garuda aircraft by Muslim extremists 
who were demanding the release of 
some colleagues from prison. This was 
another terrorist — attempt at 
blackmailing the government, he said, 
adding. that the government would 
never succumb to illegal demands. 
(Murdani himself led the Indonesian 
commandos who stormed the hijacked 
aircraft in Bangkok in 1981 and freed 
the hostages.) 

Murdani stressed that Abri was re- 
sponsible for the safety of all citizens 
and residents. This time it was the 
Chinese who were being terrorised, 
and were being protected by Abri, but 


| Abri stood ready to protect any other 
абі which might come under attack, | 
Said. He called : on the nation not to 


Explosions | in Jakarta’s commercial centre focus attention on 
resentment of Chinese and army reaction to recent riots 







be misled by the likely slander that 
Abri was in cahoots with the Chinese 
to enjoy the good life at the expense of 
others. | 

By 9 October, police had rounded up 
about 15 suspects and between eight 
and 10 were undergoing interrogation, 
according to various press reports. The 
police said not all the masterminds of 
the incidents had been captured but 
the investigation into the case was 80% 
completed. In view of the magnitude of 
the explosions, the police at first sus- 
pected involvement of professionals 
but later seemed to decide that the 
bombs were crude and needed no great 
experience to make. | 

The materials used were domesti- 
cally made and the explosives could 
have been acquired in Parung, where 
fireworks are manufactured, the police 
said. They have refused to comment so 
far on the suspects’ political motives, 
saying that these would become clear 
soon when they go on trial. It is under- 
stood that some of those arrested are 
associated with a pesantren (rural Is- 
lamic boarding school) near Bogor, 
West Java. 

Ás is normal in Jakarta, speculation 
as to what really happened and who 
were involved ranged from simple ex- 
planations to labyrinthine conspiracy 
theories based more on imagination 
than evidence. The apparent boldness 
and rare coordination seen in the inci- 
dent suggested to some that foreigners 
or overseas-trained Indonesíans, bad 
been behind it. The more outlandish 
theories, for example, suggested that 
the incident was a manifestation of 
conflict within the Chinese business 
community or even within Abri. Typi- 

cally, some argued that those who ap- 
peared to suffer from the incident had 
instigated it. 





ost Indonesians felt that the4 Oc- 

tober explosions were in some way 
related to the blood ` Tanjungpriok 
riots, despite the fact that the new inci- 
dent seemed, at least superficially, 
more sharply focused on the ethnic 
Chinese, and on Liem in particular. In 
Indonesia, where the public still fears 
unbridled market forces and hankers 
after some sharing of work and in- 
come, individual entrepreneurship is 
not generally co nsidered a virtue (in- 
deed its existence i is oft nnot acknow- 
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the government, in return 


favours flowing in the opposite direc- 
tion. 

As Murdani's press statement im- 
plied, there is a widespread and 
perhaps growing belief that the mili- 
tary-led New Order regime is favour- 
ing the Chinese businessmen and reap- 
ing financial benefits from it. Presi- 
dent Suharto's close ties with Liem are 
portrayed by critics as epitomising this 
perceived relationship between the 
government and the Chinese business 
community. 

The Liem group has perhaps unwit- 
tingly helped reinforce such an in- 
terpretation this year by expanding 
into palm-oil processing and market- 
ing and strengthening its already for- 
midable positions in the steel and ce- 
ment industries (REVIEW, 26 Apr.). The 
Suharto-Liem link has been subjected 
to increasingly vitriolic and hysterical 
attacks, which were much in evidence 
at Tanjungpriok on offending posters 
and in the fiery religious lectures. 

Another link between the Tan- 
jungpriok incident and the 4 October 


explosions may have been Murdani's 
2 October testimony at a parliamen- 
tary committee hearing concerning the 
earlier incident, some Muslims say. 
The testimony, first reported in the 
newspapers on 3 October, may have 
driven some disbelieving extremists to 
take terrorist action, the theory 
goes. At the hearing, Murdani gave 
further explanations of the Tan- 
jungpriok case, dealing with confusing 
accounts which had appeared after his 
original official account on 13 Sep- 
tember, only hours after the riots. 

On 13 September Murdani said, 
among other things, that 15 security 
officials, attacked by a mob of 1,500, 
had had no choice but to shoot, that 
nine had been killed and 53 injured, 
and that the bodies of the dead had 
been returned to their families. Sub- 
sequently, press reports and under- 
ground literature said that the whole 
incident was touched off either by a 
security official walking into a mosque 
with his shoes on or by an incorrect 
rumour to that effect; that a large 
number of troops as well as police were 
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death higher than nine 
(many said at least 20 but one extreme 
version claimed it was more than 
400), and that only one body was re- 
turned. 

Murdani confirmed at the 2 October 
hearing that there had indeed been a 
rumour that an official had entered the 
mosque without taking off his shoes. 
He said the casualty figures had not 
been complete on 13 September: 18, 
not nine, had been killed, but of the 53 
injured many had already recovered 
and gone home. 

Murdani also stressed that not all the 
injuries were from gun-shots, and said 
that all the bodies of the dead, except 
one which was not acknowledged by 
the supposed family, had been re- 
turned. He said anti-riot squads were 
not used because they were not very ef- 
fective at night and that after a 
threatening telephone call from the 
mob, two army companies had been 
put on alert. 

At the hearing, Murdani repeated his 
contention that the Tanjungpriok inci- 
dent was not religious in nature but 


- 


me ne 7 


Bank Central Asia after the blast: speculation runs riot. 





was one in which religious forums and 
religious emotions were misused for 
political purposes. He said the govern- 
ment did not interfere with religious 
activities, even dubious ones, trusting 
the ability of the community of be- 
lievers to distinguish between the good 
and the bad teachings. 

Murdani suggested that the govern- 
ment might clamp down on more 
purely politically motivated activities 
by its critics, particularly the inten- 
sified distribution of unauthorised 
publications — which allegedly tried 
to create the image that the New Order 
had deviated from its original ideals 
and from the state ideology Pancasila, 
and attempted to generate hatred to- 
wards the government and govern- 
ment officials. 

These publications encouraged ex- 
tremists to incite the masses against 
Pancasila, Murdani said, giving as 
examples two recent publications by 
the oppositionist Petition of Fifty 
group, one of which was the group's 
own reconstruction of events at Tan- 


jungpriok. п 
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Thailand’s alleged intrusion into 
Laos threatens its chances of 





By Rodney Tasker in Bangkok 


or Thailand, it is an insignificant 


border dispute which will simply) 
not go away. But what began earlier® 
this year as a parochial issue, as far аз 8 


the Thais were concerned, has gradu 
ally escalated to the extent that 1t now 
seriously threatens Bangkok's pros 
pects as a candidate for a поп-регта= 
nent seat on the United Nations Secus 
rity Council. 







The issue involves three remote уй 7 


lages on Thailand's northern border 


with Laos. The Thais say the villages Gf 


Ban Mai, Ban Savang and Ban Klang s 


are in Thailand's Uttaradit province; 


while Laos claims the area has been 
part of its Sayaboury province since as 


long ago as 1907 (REVIEW, 5 July). Both | 
countries might well have been happy © 


to overlook the border discrepancy had 
not Thai engineers arrived in the dis- 
puted area on a road project and Thai- 


land then — following minor skir- 


mishes between Laó troops and Thai 
volunteer security guards in April and 


May — sent in what Vientiane claims- 


to be as many as 3,000 regular troops tot 
defend the villages 

Now, after a barrage of verbal at- 
tacks by Vientiane on Bangkok's al- 
leged militaristic, aggressive attitude, 
the dispute has reached the very body 
which Thailand hopes to join: the secus 
rity council. It was announced at the 


UN on 5 October that Laos had asked 


for an “urgent meeting" of the council 


to consider the occupation of the three | 


villages by Thai troops since 6 June, 
which Vientiane said was a "serious 
infringement" of Laos' independence. 
Two days earlier, Thai Forel 
Minister Siddhi Savetsila had told t 
UN General Assembly that Thailand 


would remove its troops from the vil- — 


lages, though he did not say when. He 
also. stressed that this did not mean 
Thailand was relinquishing sovereign- 
ty over the villages. The move was ob- 
viously aimed at defusing the issue to 
allow Thailand smooth passage on to 
the security council when voting takes 
place in the general assembly, proba- 
bly in mid-November. Siddhi made 
this clear in a subsequent interview 
with the Bangkok Post, when he was 
reported as saying the Lao attempt to 
raise the issue in the security council 
was a tactic "to try to block us as best 
they can ... from winning the [security 
council] seat." 

In his general assembly speech, Sid- 
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. dhi repeated the official Thai view of 


the border dispute — that it was being 
exploited by Vietnam to discredit 
Thailand and to draw world attention 
away from the Vietnamese occupation 
of neighbouring Cambodia. (The gen- 
eral assembly will also vote again on 
the credentials of the Democratic 
Kampuchea coalition as the UN-rec- 
ognised government of Cambodia and 
on a resolution to condemn Vietnam's 
continued occupation of Cambodia.) 

Siddhi referred to "undue interfer- 
ence from a third country, which has 
seized upon the opportunity to divert 
world attention from its military occu- 
pation of Kampuchea and to introduce 
an extraneous factor in the form of link- 
age to the Kampuchean question." 


| n June, when the border dispute 
first began to gain diplomatic promi- 
nence, Hanoi issued a statement back- 
ing Laos and saying the issue was 
further proof of the aggressive designs 
of China on all three of the Indochinese 
countries and that the border tension 
with Thailand was the direct result of a 





A PETER RORLACH ETC 


visit by Thai supreme commander Gen. 
Arthit Kamlang-ek to Peking in May. 

Many Bangkok-based diplomats 
agree that Vietnam's hand has been 
evident in Laos’ increasingly intransi- 
gent posture. But some take the view 
that there is also a degree of genuine 
resentment in Vientiane about what 
are seen as Bangkok's bully-boy tac- 
tics — quickly moving troops into the 
disputed area at the first hint of oppo- 
Sition by Laos to the Thai roadbuild- 
ing project. 

One senior diplomat even reported 
that. Lao head of state Prince 
Souphanouvong became almost tear- 
ful during a private discussion about 
the issue’s implications for Lao sover- 
eignty. Another Bangkok-based dip- 
lomat from a country which enjoys 
close relations with Thailand conceded 
that the dispute involved “one-third 
Lao nationalist feelings, and two- 
thirds Vietnamese manipulation” of 
what many Western governments view 
as virtually a Vietnamese satellite 
country. 

Certainly, Laos has made some un- 
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about the Thai leadership since June — 
the two ethnically and culturally simi- 
lar neighbours normally enjoy friendly 
relations, despite their governments' 
ideological differences. An early state- 
ment by the ruling Lao People's Re- 
volutionary Party accused Thailand of 
destroying the friendship between the 
two countries. 

Another statement, in September, 
said Bangkok's attitude in the border 
affair was dominated by an “ultra- 
rightist military gang who were man- 
ipulated by the Chinese hegemonists 
and expansionists and the US im- 
perialists." Such language sounded 
more Vietnamese than Lao. Yet, de- 
spite the apparent hostility at an offi- 
cial level, the Thais have refrained 
from closing their three border-cross- 
ing posts with Laos, which they have 
done temporarily in the past after mili- 
tary clashes with the Lao along the 
Mekong river. 

Two visits to Bangkok by Lao dele- 
gations led by Deputy Foreign Minis- 
ter Soubanh Srithirath for talks with 
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senior Thai officials in July and August 
failed to break the stalemate. The Lao 
position is that according to a French 
map drawn up in 1907, and the gener- 
ally accepted situation since then, the 
three villages are in Laos. The Thais 
put forward an American map — 
drawn from aerial reconnaissance 
photographs in 1978 — showing the 
three villages in Thailand. 

The Thais also are anxious to use the 
watershed between the Mekong river 
— which is located well inside Laos at 
this point, though it forms the border 
further to the south and east — and the 
Chao-Phraya river in Thailand, as the 
delimiting factor. They quote a 1907 
treaty. between France and Thailand 
(then called Siam) which has a clause 
stating that the watershed should con- 
stitute the border. 


istorically, the border has moved 
back and forth. An 1983 Franco- 
Siamese treaty put the border in the 
disputed area along the Mekong, 
which would situate the three villages 
well inside Thailand. The border re- 


turned again to the Mekong in 1941, 
following an agreement between the 
Thais — then strongly influenced by 
the Japanese imperialists — and the 
Vichy French government. Im- 
mediately after World War II, the 1907 
French map again was used to define 
the border. 

But while the Thais profess a will- 
ingness to accept the watershed 
criterion, whether or not this puts the 
villages in Thailand, the Lao side does 
not seem to be interested in the subject. 
Laos so far has declined to take part in 
a Thai-proposed joint technical survey 
of the area to establish the watershed. 
Vientiane is keener on the issue of the 
Thai military occupation of the area 
and wants all Thai troops withdrawn 
before any discussion of delimiting the 
border. 

The troop-withdrawal manoeuvre 
may not be as simple as Siddhi indi- 
cated. The day after his speech, Arthit 
was quoted in the Bangkok press as 
saying the troops would not be re- 
moved immediately. “We have to hear 
from the national committee ap- 
pointed by the government,” he is re- 
ported to have said. 

Some diplomatic sources feel this 
may have reflected a difference of ap- 
proach between the Thai Foreign 
Ministry and the army, both of which 
are represented on the special national 
committee formed to deal with the bor- 
der issue, along with the National 
Security Council. While the Foreign 
Ministry (with the UN situation in 
mind) may want to end the troop-occu- 
pation issue as a bone of diplomatic 
contention, the army may worry that a 
withdrawal will give Laos a strategic 
advantage in the area, 

Foreign Ministry officials already 
admit they are concerned about the 
possible effects of the dispute on Thai- 
land's rating as a security council can- 
didate. If Bangkok is painted by Laos 
and its allies as an alleged border ag- 
gressor, some UN member countries 
who might otherwise vote for the Thai 
security council bid against Thailand's 
rival candidate, Mongolia, may think 
twice. Thailand needs the support of 
two-thirds of those voting in the gen- 
eral assembly to succeed, so diplomats 
predict Laos and its communist allies 
— while realising Mongolia probably 
will not gain a two-thirds vote — may 
try to persuade some countries to ab- 
stain from voting, thereby blocking the 
Thais. 

Diplomatic sources also believe that 
border skirmishing between Thai and 
Lao troops may die down after the UN 
vote. In sporadic clashes since June, a 
handful of Thai soldiers have been kill- 
ed, with unknown casualties among 
the Lao. In the latest skirmish, accord- 
ing to reports in Bangkok, Lao cross- 
border shelling of two of the disputed 
villages on 5 October killed two villa- 
gers. Some 500 villagers have 
evacuated their homes as a result, the 
reports say. п 
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The Frederick Forsyth style is unique. 


Frederick Forsyth is a gem 
member of that very exclu- E | 
sive group of authors, S | 
whose books you will find 6 
on sale in virtually every | 
country you care to visit. 

And not only on sale but, 
year in year out, proving to 
be enduringly popular. 

Classics of their kind. 

Yet Forsyth's begin- 
nings as an author were 
scarcely auspicious. The 
first four publishers to read 
his first manuscript turned 
it down. 

Decisions they must, 
years later, be still deeply 
regretting as that book is 
regarded with awe by the 
publishing industry. 

“The Day of the Jackal” 
made Forsyth one of the world’s best-selling 
authors. That book, and subsequently “The 
Odessa File,” “Тһе Dogs of War" and “The 
Devil’s Alternative” have each proved to be 
phenomenal successes in thirty-six coun- 
tries. They have been translated into some 
thirty languages, and have sold over 20 
million copies. 

Forsyth’s latest, a collection of short 
stories entitled “No Comebacks.” is certain 
to add to these impressive statistics. 
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Pictured: The Rolex Day-Date Chronometer in 18ct. gold, with matching bracelet. 


Yet quality rather than 
quantity has always been 
Forsyth's primary concern. 

Just five books have 
hardly been a prolific out 
put —read one and you will 
realise why. 

The Forsyth style—a 
blend of uncannily authen- 
tic detail, superb ston 
telling, a meticulously con- 
structed plot — takes a long, 
long time. 

Despite many attempts 
it is a style no other has 
been able to reproduce. 

Quality rather than 
quantity 1s also the princi 
ple behind the watch that 
Frederick Forsyth wears. 
A Rolex Oyster Day-Date 
Chronometer in 18ct. gold. 

"For me, this is simply the best watch 
there 15, he says. "It's very tough, water- 
proof, and completely reliable so I never have 
to take it off whatever l'm doing. It's also 
very well designed and obviously a great 
deal of time, care and effort have gone into 
its construction. That's why the idea works 
so supremely well.” 

And, as Frederick Forsyth knows, a 
famous, international success W 
starts with a perfect idea. ROLE x 
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" D In our 747s, there are only 8 seats 
First Class ^ No, Economy. abreast. In our DC-10s, just 7. 


It's simple. Book yourself on SAS First You get 38 inches of legroom instead of 
Business Class. 34 inches. 
We seat you in a spacious, restful cabin You dine on china instead of plastic. 
instead of behind a curtain. You drink from a real glass instead of a 
You can relax in a next-to-First Class plastic cup. 
chair instead of a Tourist Class seat. You're provided with electronic head- 





phones instead of those old acoustic ones. 


You get everything except a surcharge. 
The fare is normal economy. No more. 

It's no big surprise that our First Busi- 
ness Class earned us the Oscar of the air- 
line world — The 1983 Airline of The Year 
Award. 

Try us next time you fly to Europe. 





We offer you four weekly connections from 
Tokyo and three non-stops from Singa- 
pore/Bangkok. And friendly Copenhagen 
Airport gives you excellent connections to 
all of Europe. 


WWI SAS 


The Businessman: s Airline 
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Whena dual time zone watch 
is a necessity not a novelty. 


When the writing on your 
tube of. E isin a 


Then a- ler 
m pm eller, you 
The Бр зрела, Hotel 


OTe. The Boulevard Hotel Singapore responds to the needs 
NOAD ° of the frequent traveller. If work brings you to Singapore, 
consider our Business Class. Rooms with king-size beds, 
office-size desks and breakfast on the house. A lounge with 
complimentary drinks at cocktail time and private phone 
booths for your confidential calls. There's a girl-Friday to 
handle secretarial essentials. Word processors for perfect 


typing. We can even give you a complete private office. 





If it’s pure pleasure, we are right by Orchard Road, yet 
you can look on to the lush green slopes across Orchard 
Boulevard. Everything about our hotel has a brisk young 

air, from the stunning modern art of our atrium to the crisp 
styling of our rooms. Friendliness and efficiency denote our 
service. After all, a frequent traveller demands no less. 


BOULEVARD HOTEL 


200, Orchard Boulevard, Singapore 1024. Telex: RS 2177! BOUTEL. Cable: BOUTEL. AFFORDABLE LUXURY 
GOODWOOD GROUP SINGAPORE — GOODWOOD PARK * BOULEVARD HOTEL SINGAPORE * YORK HOTEL * LADYHILL HOTEL 

Reservations Worldwide: км € Golden Tulip Hotels. Utell International. 

Australia, Japan and USA:.Southern Pacific Hotel Corporation. Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. Your travel agent or airline. 


QUANTUM FCB 





The NEW A320. 





Arrival of a superior intelligence. 


A320: The most complete package 
of new aviation technology to become 
available to the airlines since the dawning 
of the jet age. 
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Using your own information, 
the analysis looks at machine 
ownership costs (initial price, 
interest payments, trade-in value, 
etc). Then operating 
expenses, revenues and 
profits are projected. 

The result is a clear, 
objective picture of the 
value gained by investing in one machine 


If you buy, lease or finance heavy 
equipment, this message could > 
mean extra revenue and extra 
profit. 

Equipment investment 
is a significant capital 
expenditure expected to 
produce maximum return. * 
Unfortunately, equipment 3 
which costs thousands of dollars 


less to buy often ends up costing versus another. 

thousands of dollars more to own and Want to know more? Talk to your 

operate, taking revenue and profit straight Caterpillar Dealer today. Ask him for the 

from your bottom line. whole story on Equipment Investment 
Now, Caterpillar and your Caterpillar Analysis and what it can mean to you. 

Dealer can help you make objective, It's quick, it's free and it's another 

definitive comparisons before you buy. customer benefit from the industry leader 
Equipment Investment Analysis — against whom all others are measured... 


provides a free, no-obligation tool 


comparing any two machines head on. The Standard of Value 


And, it is tailored to your specific т 


operation. 


Caterpillar, Cat and @ are Trademarks of Caterpillar Tractor Co 











B San)lliguel 
Classic beer of the Pacific. 
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The Airline Serving the Kingdom 


eople departing Nepal do not stride 
across the tarmac of the Kathmandu 
airport toward the Royal Nepal Jet. 

They walk slowly, glancing back 
across their shoulders. This is not a place 
they are in a hurry to leave. 

You and your family will feel the 
same. For once you have been to Nepal, 
you will be enriched. You will know you 
have been somewhere else. 





Tantric Gods of Terror come to life during 
Nepal's many festivals. 


It is a visual experience, and to many, 
a mystical one. Here, history is em- 
broidered with legend, and the two are 
the same. The stories of Kings and Gods 
will hold you in awe as you wander 
through narrow 17th century streets. 





The flight to Kathmandu is unrivalled for 
breathtaking scenery. The panoramic view 
of the majestic Himalayas and beautiful 
foothills bolds passengers spellbound. 





As you walk along, you will see price- 
less woodcarvings adorning modest 
Nepalese homes. Then, you turna corner, 
and in a brilliant sunlit square stand 
temples that steal your breath away. 

The Valley of Kathmandu has three 
unique cities, Kathmandu, Bhaktapur and 
Patan. You can easily spend a full day in 
any one, but as nightfall approaches, you 
do not have to run for safety. This is a 
nation at peace. At peace with the world, 
at peace with you. 
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Here, both Hindus and Buddhists 
coexist in truly splendid harmony. The 
temples, the laws, the virtues and the 
Gods respected by all. 

From the Valley of Kathmandu, you 
may fly to Everest or to one of the many 
trekking and photo safari destinations 
within Nepal. 

Indeed, there is a one hour flight 
cach morning if the weather permits that 


you tbe way. 


The legendary city of Bhaktapur. It is as though 
you have stepped back into the 17th century. 
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+ 
The White Bhairab - Demon Protector of the 
Valley of Kathmandu. 





will fly you within a few miles of that 
colossus of all mountains. And when 
you do see Everest up close, you will 
experience for at least one brief moment 
a feeling of immortality. 

Come to the Kingdom, for a few days, 
for a few weeks ... 






There is a forest of 
Rhododendron that 
exists no where else 
in tbe world. The 
Sherpas will show 


It is a peaceful adventure you will 
never forget. Come on Royal Nepal, the 
Kingdom's own airline. 

You can connect with Royal Nepal 
in Hong Kong, Singapore, Bangkok, 
Colombo, Calcutta, Dhaka and Delhi. 
With us, you will enjoy the benefits of 
unmatched experience and friendly 
service all the way. 

We want all visitors to enjoy their 
peaceful adventure in Nepal, and will see 
you get off to a very good start. 
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For colour brochure about our beautiful Kingdom, mail coupon to: 


| Royal Nepel 
i 


— ÂI 


Name 


Address 





1114-16 Star House, 3 Salisbury Road, 
nes Tsim Sha Tsui, Kowloon, Hong Kong. 





Royal Nepal 
ШЕШШУ Airlines 


The way to Kathmandu 
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"ө LAYING "myself open to accusa- 
tions of cultural prejudice, I confess |: 


that there has. always seemed a cer- 
‘tain British — or rather English — 
‘quality about most of the statesmen/ 


diplomatist s produced by the United 





such as George Ball, 


| E Harrim an, "the late Фран 


pire, had fa 
joe But a 





` War I) and suffered from an arthritic 
back which caused him to retire at 


least seven times — first at the age of | 


35 from the Sugar industry and there- 
after from various duties in the pub- 
lic service. He was а master 
negotiator, providing his own solu- 
tions for the West Irian squabble be- 
tween Sukarno of Indonesia and the 
Dutch, between King Faisal of Saudi 
Arabia and Egypt’s Nasser over the 


civil. war in Yemen and between 


Panama and the US Congress over 
who should control the Canal Zone (a 
solution which he later “sold” to the 
American public by making 75 ap- 
` pearances in 21 different states of the 
US, plus Washington, DC). 


Dr Henry Kissinger called on his 


powers of persuasion in 1974 to join 
in the exhausting shuttle diplomacy 
between Middle East capitals, trying 
to stitch some sort of agreement to- 
gether between Israel and its many 
enemies. REVIEW FOCUS editor 
Donald Wise, who covered the shut- 
tle, remarked that Bunker's only con- 
cession to his considerable age at the 
time was an occasional catnap on a 
convenient carpet. 


To Asians, however, he will be best 


remembered for his stint as US am- 
bassador in Saigon from 1967 to 1973 


where, far from showing his age, he | 


made use of a jet which President 
Lyndon Johnson put at his disposal to 
make regular monthly conjugal visits 
to his wife, Caroline, who was US 
ambassador in Nepal. Perhaps he was 
unfortunately named for the “seige” 

mentality which developed during 


those years, when he loyally carried 


out a policy which he knew in his 
heart was unworkable. 

Born a Republican, Bunker became 
a Roosevelt Democrat but, sharp as 
е, he never became a 


gistration form for these semina 
€ ength he gave a list of cities due to be added to 

"Bunker was Tiear-Sighted (which | 

kept him out of the army in World | 





| Business Times of 21 September, the 





| на Airforce. 





great speaker. After listening't to Him 
on TV when he appealed to all Ameri- 
cans to stand behind South Vietnam's 
President Nguyen Van Thieu in the 


| dark days of late 1972, Wise told the 
: ambassador's American/Korean sec- 
retary, Eva Kim, that it was like lis- 
tening toa speech. made by d 





British Viceroy of India. 

Kim repeated Wise's re ark’ to 
Bunker and reported back his reac- 
tion. “I like it,” he said. 5 


€ OUR cover feature this week is to l 
do with. Singapore and the establish- 
ment of its present-day identity and 


relationship to its history. Some peo- 


| ple still seem to be uncertain. SRM 
| International, of Denver, Colorado, is 


organising a series of seminars on 
pre-crisis management and oi 





next year’s schedule. This implied that 


20; years of history had been rewritten 









e TIME magazine ran a special ad- 
vertising section in its edition of 24 
September on computers in the re- 


~~. and Singapore 

Singapore, Malaysia welcomed back 

| Shanghai, ‘China : into the Malay- 
^ Sian fold. 


gion, the introduction to Singapore | 


perhaps offering a eine of things 
to come: 





A number of years has passed | 
since Singapore's President Lee. _ 
Kuan Yue declared his intention of 
making the city-state the 
technological leader of the ге; 
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ion 





et aae, eee 


So far, we have a President Lee of 
the state of Singapore, Malaysia. But 
some sources would rewrite historv 
even more drastically. In Singapore's 


following report was printed: 


SINGAPORE serviceman 
Corporal Leong See Kong was 
still missing at sea last night 
after he fell overboard when 
two Royal Singapore Navy 
ships were involved in a train- 
ing, ccident yesterday morn- 











Аш in the 1983 annual Терт of 
the firm George Kent (Malaysia) Bhd, 
acknowledgment for one Ot the Шиз- 
trations 5 was as follows: | 


: "Photography" by courtesy of the Royal 


€ SO, we now apparently о a 


Singapore defended by both a Royal 
Air Force and a Royal Navy. Could it 
be that dynastic forces are at work? 





e THE campaign for v women's equal- | 


| " recently peeved a deir from th 
US froma man of the cloth who int 


poster now t angs in his office. 








ity has heie some styl 
abominations. I studiously avoi 
using "Ms" m any circumstances « 
purely aesthetic grounds, while i 


use of the Word. ре аза a suffi 1 















duced himself with the wW ords: ' "Tat 


recent chatige. to Singapore’ 5 1 
laws allowing women to be empl: 
during the hours of darkness 
very peculiarly indeed: 






























linê j in |The ‘Saas Times of 22 
gust: 





е BACK. in: Januar y, at least 
Singapore readers sent mea сїр 
from the Sunday Times of Singa 
which appeared to threaten ever 
not и. Ire om ert 

















Singapore ФАБ Ерте! Which 
least has the virtue of being 2 hone x 






























e JAMES CLAD reports from 
Lumpur that the retiring US air : 
taché paid a farewell call in $ 
tember on the acting chief of th | 
laysian air force, Gen. Moh 
Ngah — soon to lead a delegati: 
Moscow to look into buying one o 
more models of Soviet helico | 
story the REVIEW broke in. the 
gence column (27 бері). As ape 
gift, the attaché took along a p 
mounted on hardboard. When the 
wrapping paper was removed, Ngah 
found a parody of a travel poster 
widely circulated at the time of t je 
Soviet’ invasion of Afghanistan. 
Across the top of the poster is the in- 
vitation "RUSSIA!" and below this is 
a vivid colour picture of massed 
Soviet tanks advancing towards the 
viewer. Beneath this is a further cap- | 
tion: “VISIT US... BEFORE WE VISIT — 
Your. 7 : 
Ngah took the joke well, and the 




















A Correspondent in Rangoon 
rma is poised for a long overdue 





e building of a new 600-bed teaching 
al in Rangoon to replace the de- 
ing colonial Rangoon General Hos- 
al and lead medical development in 
.country until the end of the cen- 
"The government, supported by a 






.the Asian Development Bank, is 
cted.to choose consultants shortly 
he design and construction of a 
К киш General Hospital com- 











"he existing 79-year-old hospital, 
rently Burma's major referral and 
ching hospital, has 1,500 beds, more 
double the number for which it 
as designed. It not only presents а 
alth hazard to patients but has de- 
d improvements in acute-sickness 
featment because of its outdated 


Burma's ЖОЛУМ: тейїса1-саге 
tandards have suffered alarmingly 
since independence in 1947. The de- 
‘line in doctors’ training standards 
was recognised in 1973 when Britain's 













Г hn McBeth in Bangkok 


strange two-month European 


erful leader, and the reason for his 
upt cancellation of scheduled 
etings with French President Fran- 



















out in diplomatic circles here. 
Only now, long after Ne Win's return 


say his behaviour in Paris mirrors his 
>р tation for having a short temper 
3 ai do not go Second to 
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10ugh he did make a call there as de- 





event stayed d barely two days. 





„д step forward in health care with 


446 million loan commitment. 


Socialist Programme Party (BSPP),. 


a is putting more resources into health care — 
cutting back on the number of doctors 


—————————————————H A m n a anaa 


A whistle-stop in Paris 


e Win cuts short a visit to France, apparently because 
was unhappy with official arrangements | 


odyssey of Ne Win, Burma's most : 


; Mitterrand, Foreign Minister | 
ide Cheysson and Defence Minis- 
Charles Henru arestill being talked . 


to: Rangoon on 8. August, are details . 
ning tolight, but diplomatic sources | 


fence minister in 1949, a year after | 
Burma gained its independence. He. 
owas to have remained in France for two. 
.weeks on his recent visit, but in- ‘the | 





setting up of a 


General Medical Code withdrew 


` recognition of Burmese medical qual- 


ification. Diplomats in Rangoon dem- 


` onstrate their opinion of local hospital 


services by flying to Bangkok for treat- 
ment of serious problems, despite the 
diplomats’. hospital 
in the Burmese capital. The latest 
such arrival in Bangkok is United 
States’ Ambassador to Burma Daniel 
O'Donohue, who sustained several 
broken ribs in a road accident in Ran- 
goon in mid-September. | 

In 1982, Rangoon General Hospital 
treated 40,400 in-patients (average 
stay 15 days) and 75,250 out patients 
with a staff of 162 doctors, 302 nurses, 
and 134 paramedics. Other hospitals in 
Rangoon offer 7,000 beds to the 3 mil- 
lion population, 60% of the places being 
in specialist hospitals, including 1.200 
psychiatric beds and 800 for women. 

The redevelopment proposals call 
for the new complex, including the 
new teaching hospital, to be built on 
the site of a former prison not far from 
the present hospital on Bogyoke Aung 
San Road, incorporating a number of 


§ 


The 50-man Burmese delegation ar- 
rived in Parison 26 July, apparently at 
the invitation of Jean Ribaud, the chief 
executive of the Schlumberger oil-ser- 
vices conglomerate and а personal 
friend of Mitterrand. Ribaud, who also 
sits on the board of Renault, the motor 
giant, has had a long association with 
the Burmese leader through Schlum- 
berger's involvement in well-logging 
— Or testing - — and other- techni- 
cal work in. the oilfields of. central 
Burma. 


French authorities took the anual 
step of according Ne Win head- Bett 
state status. — for which he does not 


strictly qualify as BSPP chairman —- 
and arranged a hotel for him on the 
outskirts of Paris. Meetings were set up 
with Mitterrand.and Cheysson, and 
Henru was to have had lunch’ with Ne 
Win. 

What E next is still the sub- 
ject of some conjecture. One story has 
it that Ne Win. became upset over the 


fast pace of his motorcade from the air- - 







































. plex, and: 


| cracy, ending 
fal administration. 





| nurses, but with only 4,600 nurses in 








will be computei ised in the new. com- 
ttempt will be made to 
start a professional medical bureau- 
octors' control of hos 







The existing Rangoon General Hc 
pital also trains paramedical staff ај 
government service and few in the pri- 
vate sector, the numbers are in- 
adequate. The government wants to 
double the nurse-training rate from 
100 to 200 a year at the new complex, 
and Japanese-aid funding for a new 
US$12.5 million nursing school is pos- 
sible, according to observers. Japanese 
war-reparation aid of about ¥3.5 bil- 
lion (US$14,3 million) has already 
funded a 220-bed general hospital, 
completed in March this year, within 
the area set aside for the new complex. 

In addition, moves are being made to 
tackle the shortage of drugs, which has 
led to a black market in domestic and 
smuggled. supplies. The state-owned 
pharmaceutical industry. has . an- 
nounced plans to double production by 
1987 using foreign finance. Domestic 
drug production. is valued. at about 
US$5.8 million a year, while imports 
cost about US$4.5 million. Drug:aid . 
from the: vee Nations Спа a 








port. йшй ‘says: she со 
his hotel room was- toos 
lomatic sources s 
suggests he flew i 
discovered Ribau been delayedi in 
New York on business and would not 
be there to meet him. In any event; Ne 
Win left Paris the. following dayi ar 
returned to West Germany, where he 
had been staying in the Weisbaden 
guest house. of machine-tool manufac- 
turers Fritz Werner Co., which’ has 
also had a. ong association with | 
Burma.. | 
The party dih Han : 8 s sudden ора 
ture was initially thought to be соп- 
nected with a health problem,. ae 
the number о! 
Europe for me 
he walks with littk 
eral condition is sth 
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Fund and bilateral aid donations also 
contribute to the supply. 


urrent output of medical grad- 

uates, meanwhile, is considered too 
high for the public and private health 
systems to absorb, even with about 50 
doctors emigrating each year, and the 
government has announced plans to 
cut student intake by about half. 
Latest Department of Health figures 
show that Burma’s 35.7 million popu- 
lation is served by 8,380 doctors of 
whom 3,380 are in government ser- 
vice, 

Medical Institute One at Rangoon 
General Hospital, together with other 
schools in Mandalay and northern 
Rangoon, currently turn out 500 new 
doctors a year, more than two-thirds of 


boot through a rock band’s bass drum 
and attacked a West German diplomat 
who tried to intercede. He was enraged 
because the noise from the party was 
drifting across the water to his lake- 
side residence and disturbing his sleep. 

Né Win flew to and from Europe in a 
chartered Lufthansa jetliner arranged 
for him by Fritz Werner. His return 
home was apparently a good deal 
smoother than his departure in June. 
Diplomatic sources say the aircraft was 
delayed then because chests of jade 
and precious stones being carried on 
board to pay for planned arms pur- 
chases had been stacked incorrectly 
and had to be reloaded. 

Included in the delegation that 
travelled with him were Defence 
Minister Gen. Kyaw Htin, Foreign 
Minister Chit Hlaing, the head of State 
Corp. No. 2, Maung Cho, one of two 
industry ministers who deals with 
energy matters, and a number of other 
high-ranking officials. 

The sources said Ne Win made two 
side trips apart from his ill-fated Paris 
visit — one to Austria and the other to 
Switzerland. There was speculation 
during the Austrian trip that the Bur- 
mese leader was involving himself per- 
sonally in talks on a proposed US$1 
billion gas-exploitation project (page 
66). Later it was discovered his pri- 


The general hospital анан Gigs: un eft jo рот, 


whom enter private practice. Govern- 
ment doctors supplement their income 
with private consultancy work. The 
steady expansion of private medicine 
in the towns and countryside has led to 
the gradual establishment of private 
laboratories and X-ray facilities in the 
provinces. 

Efforts to improve primary health 
care in Burma are already meeting 
with success. Government statistics 
show that infant mortality dropped 
from 65 per thousand in 1970 to 46.2 
per thousand in 1979. Malaria is still 
the main killer, accounting for 11.2% 
of deaths in Burma. Enteritis and other 
diarrhoeal diseases account for 10.1% 
and pneumonia for 8%. 

One problem facing primary health 
care has been, as in many developing 


mary assignment was an appointment 
with his favourite Vienna dentist. 

How the jade and precious stones 
were spent is not known. Rocket launch- 
ers appear to have been the chief 
item on the delegation's shopping list 
but though at least one arms delivery 
was reportedly made about two 
months ago, industry sources doubt 
whether an export licence would have 
been approved by the West German 
Government. Observers recall the fu- 
rore which broke out in Sweden over 
the saleto Burma of a shipment of Carl 
Gustav anti-tank rockets, used in the 
continuing offensive against the Karen 
rebels along the Thai border. 


ritz Werner and Schlumberger are 

two of the best-established West- 
ern companies operating in Burma, 
and they appear to be maintaining 
their positions despite the extensive 
penetration of Japanese interests. 
Fritz Werner's links go back to 1957 
when it built a factory in Burma with 
the West German arms company Heck- 
ler and Koch to produce G3 rifles, still 
the basic infantry weapon of the ill- 
equipped Burmese army. 

The company later built a second 
factory near Prome, north of Rangoon, 
which manufactures 7.62 mm and 9 
mm small-arms ammunition, and it 





countries, a lack of precise medi- 
cal information on the popula- 
tion. Volunteers have been re- 
cruited to report on symptoms in 
their localities, and their infor- 
mation is analysed by the gov- 
ernment health information ser- 
vice. 

One source familiar with the 
primary health-care programme 
commented: "There are many 
volunteers and the situation is 
better than in India, Bangladesh 
or Thailand. Burma is one coun- 
try likely to realise its health 
targets by the year 2000. The 
Burma Socialist Programme Party 
structure is very useful for pri- 
mary health care. The village 
level ofthe party is very active in health 
care, as are the township councils.” 

Despite Burma's attempts to avoid 
too much contact with the outside 
world, health-care improvements de- 
pend on foreign involvement. More 
than US$105 million has been provided 
in medical aid since 1978. Japan is the 
major donor, having provided a 
Biomedical Research and Develop- 
ment Centre for Pharmaceutical Tech- 
nology as well as the new 220-bed gen- 
eral hospital in Rangoon 

Meanwhile, Department of Health 
figures show that less than 37*5 of the 
population have access to safe water 
and less than 30% to sanitation. 
Clearly, improving the nation's health 
will depend on more than the efforts of 
the Health Department alone п 


has also been involved in more diver- 
gent projects, including the construe- 
tion of a fertiliser plant 

Schlumberger's association with 
Rangoon dates back to 1934 when the 
company, now recognised as the world 
leader in its field, carried out Burma's 
first oil well log. But the man credited 
with sealing the links to Ne Win him- 
self is Roland Vandenbouche, an en- 
gineer who lived in Burma for seven 
years during the 1970s 

The French firm is the only foreign 
company permitted to work in the Bur- 
mese oilfields, and a sister concern, 
Dowell-Schlumberger. has been as- 
sociated over the past two years with 
Flor Petro and the Forex-Neptune 
Drilling Co. in offshore exploration in 
the Gulf of Martaban. Industry sources 
said that several months ago, the Bur- 
mese Government paid US$12 million 
to purchase Forex-Neptune's Trident-1 


jackup rig and signed a contract 
under which the firm would stay on as 
management contractors under the 


state-owned Myanma Oil Corp 

There have been reports that the 
money to pay for the rig represented 
the proceeds from Burma's jade em- 
porium, an annual extravaganza 
which attracts jade, pearl and pre- 
cious-stone buyers from all over the 
world. 
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‘Lee says farewell to his troops; and hits the campaign trail: ‘the land of the rising son.' 


SINGAPORE 


Powerful parallels 


The PAP leaders' extravagant welcome for Lee Hsien Loong 
has raised more eyebrows than his candidacy itself 


By V.G. Kulkarni in Singapore 


S ons and daughters, and sometimes 
spouses, of presidents and prime 
ministers have routinely been groomed 
for high political office in many Asian 
countries, leading to inevitable 
charges of nepotism. In its brief inde- 
pendent history, Singapore seemed 
until recently to be an exception to this 
phenomenon. 

But the announcement that Prime 
Minister Lee Kuan Yew's elder son, 
Lee Hsien Loong, will contest the next 
general election as a candidate for the 
ruling People's Action Party (PAP) did 
not surprise Singaporeans, who had 
long expected it. All thesame, the care- 
fully planned delayed confirmation of 
the news and elaborate defence of the 
candidate by top PAP leaders, with 
predictably ample publicity in the 
pliant local press, raised many eye- 
brows. 

For the past few years there has been 
a persistent rumour that the prime 
minister has been preparing his elder 
son for a career in politics. In a city 
where reliable public information is 
woefully scant, there is no dearth of 
rumours. But some rumours die hard 
and eventually come true. Early this 
summer the rumour mill was rife again 
that Hsien Loong was poised to take 
the plunge. 

When the local press, quoting PAP 
sources, reported in July that a very 
senior army officer would be among 
the new PAP candidates at the De- 
cember general election, speculation 
immediately centred on Hsien Loong, 
then a colonel in the Singapore Armed 
Forces. Other hints of a new career for 
the prime minister's son followed. 

On 19 August, the Sunday Monitor 
newspaper reported that the 32-year- 
old Hsien Loong had gone through the 
PAP's thorough screening procedure 
for candidacy. 


On 22 August, PAP chairman and 
Minister Without Portfolio Ong Teng 
Cheong said in a speech that talented 
people should be groomed for leader- 
ship regardless of family back- 
ground as long as they passed PAP 
scrutiny. "Whether [such] leaders are 
sons of hawkers, teachers, profession- 
als, ministers or even prime ministers 
we welcome them," Ong remarked. 

On 26 August, yet another hint came 
as the senior parliamentary secretary 
in the Defence Ministry told an armed 
forces gathering that high-ranking re- 
servist officers would soon be selected 
for top jobs at the ministry or at head- 
quarters. On 1 September, the local 
press had it that Hsien Loong had re- 
signed his commission and would be 
put on the reserve list soon. According 
to diplomatic sources, the government 
was upset with this premature disclo- 
sure about the prime minister's son. 

On 21 September, Hsien Loong, by 
then a brigadier-general, left active 
service and as a reservist was ap- 
pointed to the specially created post of 
political secretary to the defence 
minister. A day later his election can- 
didacy was formally announced. Then 
followed the finely orchestrated bar- 
rage defending the candidacy against 
the charges of nepotism which appa- 
rently have been aired among the top 
ranks of the PAP. 

Talking about political succession, 
Environment Minister Ong Pang Boon 
had lashed out against hereditary rule 
in imperial China and the feudal Con- 
fucian concept of the stratified re- 
lationship between the ruler and the 
ruled. The implied relevance to Singa- 
pore's current situation was not lost on 
the public. In Singapore's bars and 
coffee shops, private citizens and offi- 
cials alike joked about their country 
being "the land of the rising son" and 


the coming polls as "the general's elec- 
tion." 

The PAP machinery led by Second 
Deputy Prime Minister S. Rajaratnam 
swung into action. In the latest issue of 
the PAP monthly Petir he denounced 
the so-called new guardians of democ- 
racy, who saw in Hsien Loong's candi- 
dacy evidence of “nepotism and a pre- 
liminary to setting up of a hereditary 
Lee Dynasty." Lambasting the foreign 
press, which is a convenient whipping 
boy for Singaporean leaders, he said: 
"The fantasy was propounded sol- 
emnly in a few foreign journals." 

The article went on to say that thein- 
itiative for Hsien Loong's candidacy 
was taken by Rajaratnam himself, 
with the prime minister's knowledge, 
but that the father was not present at 
the two PAP screening committees 
faced by the candidate. Rajaratnam 
also praised the character and 
academic and military records of the 
candidate. 


2 ajaratnam also defended the entry 
of professional soldiers into poli- 
tics. He wrote: “While barbers, post- 
men, bus drivers . .. and suspected con- 
men have the undeniable right to con- 
test elections, a professional soldier, it 
is claimed, should be restrained from 
doing so lest he be a threat to democ- 
racy.” Giving examples of the great 
military heroes of World War II, he 
added: “In advanced Western democ- 
racies a military background, far from 
being a disability has often been, espe- 
cially in troubled times, welcomed as 
an asset. 

“War-torn France did not think it 
incompatible with democracy to have 
Gen. de Gaulle as president of the re- 
public . . . Americans did not think it 
incompatible with democracy to elect 
Gen. Eisenhower, fresh from the 
battlefield, as president. In fact, a 
similar but unsuccessful attempt was 
made to lure Gen. MacArthur into 
standing for president. In Britain, 
Winston Churchill abandoned a col- 
ourful military career to go directly 
into politics." 

To many diplomats, evoking the 
memories of old war heroes and elder 
statesmen to justify the candidacy of a 
young soldier with 13 years in uniform, 
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of a humble MP. 





For his own part the prime minister's s | 


_ son has been the model of а freshm: 


ut largely. municipal issues and 


. hasbeen: judge me оп my personal 
“merits and record. The local press has 
. followed him in hordes, clutching at 


` every word or gesture, with ample | 


cas coverage in the news columns. 

«^ The editorial comments on him have 
s -been uniformly favourable as well as 
sympathetic: The Straits Times said 
that he carried an extra burden of 
being the prime minister's són, while 


The Singapore Monitor said. that. the 


majority of Singaporeans seemed in 
favour of giving him a fair electoral 
test. Little has been written specifi- 
cally about his military career except 
that he was a caring officer, he speeded 
up the computerisation of army re- 


cords and did not tolerate conscripts | 


being issued with dented helmets or 
ill-fitting uniforms. 

Support for Hsien Loosg from PAP 
stalwarts has been loud and clear. Nor 
has the hapless and disunited opposi- 
tion, ever fearful of official wrath, 
made alleged ‘nepotism a campaign 
issue so far. Ong said recently: “If he 
[Hsien Loong] should rise to be prime 
minister, it will be based on his per- 


formance and the support of his | 


peers.” 
It should be pointed out that Ong i is 


tipped to be among the three top con- | 


tenders for the prime ministership 
from the second generation PAP lead- 
ers, together with Finance Minister 
Tony Tan and Defence Minister Goh 
Chok Tong. Curiously, no PAP leader 
has thought fit to say that Hsien Loong 
is after all a freshman candidate and it 
. would be premature to speculate about 
his long-term future. 

That he is somehow special and dif- 


ferent from the more than 20 new faces | 
that the PAP will be fielding for elec- | | 


tion is all too clear. As The Straits 
Times put it: "It would be useless pre- 
tending that [hé] is an ordinary PAP 
election candidate. His father, after 
all, is the prime minister . . . Political 
observers believe: the timing of his 
entry is appropriate. 

“It would give him time to learn the 
political ropes while Mr Lee Kuan Yew 
is still at the helm. To introduce him in 
the general election in the late 1980s 
might be ‘leaving it too late.’ Mr Lee, 

now 61, has declared that he would like 
the.younger generation of leaders to 
take over the reins by the next decade,” 










ndidate, pumping hands and solicit- 50 
votes in his constituency, talking 


personal concerns of voters. His appeal - С у 
separatist, ;Viélence-tort 1 
_ of which is dominated by th 


. ceed to draft legislation on th 
` “the proposals which have « 
from the 10-month-long discussior 
The draft laws can then be debated at 
the next conference meeting, sch 
.duled for 15 November. № 
"Security Minister Lalith 


‚ before thet iraft bill goes before parlia- 


the Tamils elected district councils and 
| larger. bodies 


By Men yn de Silva in Colombo 


"he Lu conference | hc Sri 


President Junius Jayewardene told 
the 11 delegations attending a special 
Sunday session that he would now pro- 
: basis of 






mudali, the conference spokesman, 
said that "any new ideas, criticisms 
and comments" could be incorporated 


ment. xut 
"The draft laws are expected to offer 
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Tamil grievance. 
The Tamil United Liberation 1 
(TULF), the country's major ^ 
party, demanded substantial | 
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tility.” 
e 11 organisations present at the 


ted both Tamil opinion and the 
vs of the country’s main religious 


t political party representation 
o poor that this could prove to be 
xposed flank of the conference, 
h was established to negotiate a 


most explosive issue in Sri Lanka’s 
-independence politics. Any re- 
ẹ which is prepared to grant con- 
ons substantial enough to satisfy 
enated and increasingly rebelli- 
Tamil minority must also be ready 
n the risk of a fierce chauvinist at- 
tk. from its Sinhalese rivals. But fail- 
о offer such concessions must 
hat the government will have to 
not only with political violence, 
vith the prospect. of economic 


mer prime ‘minister Sirimavo 


m Party (SLFP), which has been 


uous absentee at the 30 September 


ion remained in force. In short, she 


(UNP) to commit itself first. — . 
10ther non-participant from the 


a newcomer to the political 
It was founded by a breakaway 
p of the SLFP, led by Mrs Banda- 
s one-time deputy T. B. Шап- 
ne, 


film-star husband Vijay 


sed non-UNP Sinhalese opinion. 


er Dinesh Gunawardene is an MP, 


tember. In terms of organised 


erence” 












| Sinhalese consensus. 


mit with. un ndefined p owers. N 
F leader A. Amirthalingam de- 
ed the conference as “an exercise 


eptember session strongly re- 


tion to what has traditionally been 


Bandaranaike's Sri Lanka Free- 
oycotting the conference, was a con- 


eeting. Mrs Bandaranaike did senda | 
party delegation to meet Jayewardene- 
w days earlier, but the boycott de- - 


cleverly retained the tactical ad- 
age of not making any clear public - 
ütment on the draft laws, waiting |. 
or the ruling United National | 


has been the Sri Lanka People’s. | 


by: Thach 


her younger daughter Chan- - 
Renewed Japan-Vietnam 


umaratunge, and her daught- 


' two parties represent or- 


O a recognised champion of | 
ihalese-Buddhist interests. The pro- | 
w communist party, which also | 
one MP, did participate in the all- ` 
talks but was not represented on 


| Reagan’ 5 гесепі meeting with Manila Archbishop Jaime 
| Sin further distances пып тот Marcos | 3 


By Nayan Chanda in Washington 
A; tension mounts in the Philippines 


between the administration of Pre- | I 
ihe World Bank’ 


sident Ferdinand Marcos and his poli- 
tical opponents, the United States 
Government has become increasingly 
overt in expressing displeasure with its 
traditional ally. The latest example of 
this — and one which is seen.as the US 
administration distancing itself from 
Marcos — сате in a meeting between 
President Ronald Reagan and one of 
Marcos’ most bitter critics, Arch- 
bishop of Manila Cardinal Jaime Sin. 
Sources told the REVIEW that Mar- 
cos' volte-face on the question of 
allowing anti-government demon- 
strators to march on 7 October — a 


protest supported by Sin, who encour- 


aged people to join “the parliament of 
the streets" — was due at leastin part 
to a strong plea from Washington to 


` avoid a confrontation. 


In. a speech, Marcos had waned 
against the demonstration and had 


. condemned Sin for fanning rebellion. 


Whether due to pressure from 
Washington or to his own pragmatism, 
Marcos reversed himself and allowed 
the march of 25,000 to take place un- 
impeded. 

Both Sin and Marcos' wife; Imelda, 


were in New York when Reagan de- 
livered his speech to the United Na- 


tions General Assembly on 24 Sep- 
tember, Mrs Marcos as leader of her 


A UN ране She later. 





contact fails to narrow the 
differences over Cambodia 


have excluded themselves from | By Charles Smith in Tokyo. 
н negotiations on the Tamil | 
Another : non-participant, 


"People's United Front, whose > 


ietnam’s Foreign Minister Nguyen 
Со Thach had a “friendly and in- 
structive" exchange of views with his 
Japanese counterpart Shintaro Abe 


when the two men ended а six-year gap 
in Tokyo-Hanoi ministerial consulta- | 
- tions on 3 October. But the exchange 
apparently left Japan and Vietnam as 
far apart as ever in their ideas on how 
p |. to solve the Cambodia problem. 
nion, therefore, the title “all-party | 
is a misnomer. This is the | 
basic weakness of the negotiating pro- . 
S. It cannot. draw ee from. а. 


А+ the end of the talks Thach said 
there could be “no question” of the Pol 
Pot-led Khmer Rouge taking part with 


me other two араш of the. anti- 


ing. Butshi 











went to Washington, where she was 
present when Reagan gave a speech to 
's and the Interna- 
+ Fund's annual meet- 
| did not meet Reagan or any 
other senior. administration official, 
while on a visit.earlier this year she 
was invited to have tea with Reagan's 
wife, Nancy. . | 

In contrast to Mrs Marcos’ reception, 
the US State Department arranged a 
meeting in New York between Reagan 
and Sin, who was visiting the city to re- 
ceive an honorary degree and deliver a 
sermon at St..Patrick's Cathedral. A 
senior State Department official said 
Reagan carefully listened to Sin's re- 
marks about the current situation: in 
the Philippines. 

Apart from being in TUM with a re- 
cent US policy. to maintain some dis- 
tance from Marcos and establish lines 
of communication with his opposition 
— in February; Vice-President George 
Bush received opposition leader Sal- 
vador Laurel — Reagan's decision‘to 
meet Sin seems to have been aimed.at 
blunting Democratic Party criticism of 
US Philippine policy. The Democrats' 
candidate in the November presiden- 
tial election, Walter Mondale, in a ráre 
campaign reference to Southeast Asia, 
recently accused the Reagan adminis- 
tration of failing to stop human-rights 
violations in the Philippines. 

Meanwhile, a detaited US. D 
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Phnom Penh Dénserdtic Kampuchea 


coalition in international negotiations 
over Cambodia. Japan says this issue is 
one which should be decided at. ше 
negotiations themselves. 

 Thach also insisted that any peace 
zone established as part of a ‘de- 
militarisation agreement. for Cam- 
bodia should. include a strip of territ- 


. ory on the Thai side of the border. 
Thailand has rejected this notion and 
Japan supports the Thai view. 


As a parting gift to his hosts, Thach 


. said Japan could not.take part in any 


international conference on Cambodia 
unless. it detached: itself from Asean 
and China. By supporting the Asean 
and Chinese positions. on Indochina 
Japan was merely “helping to increase 
the level of confrontation,” he added. 
Thach's hard words: about Japan in- 
cluded some which had no direct bear- 
ing on.the' Cambodia issue. He said 
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review is under way, with specialists 
from various branches of the adminis- 
tration assessing the Philippine situa- 
tion and making policy recommenda- 
tions. There is fear that a deterioration 
oflaw and order in Manila would make 


even more difficult negotiations with | 


commercial banks for the rescheduling 
of the Philippines’ massive SERIEN 
deni (page esp 


^ | fficial sources КОЛТО are reluc- 
' tant to discuss what options are 


being presented to US policymakers. 


But during a congressional hearing on 


the Philippines on 4 October, Stephen 


Solarz, chairman of the House of Re- 
presentatives subcommittee on Asian 
and. Pacific affairs, who recently 
visited the Philippines, remarked: 
"What we are seeing in the pies 
is plunder on a massive scale.” . 

A recent study on the Philippines, 
prepared by the Republican-control- 


аро to Japan's Prime Minister Yasu- 
hiro: Nakasone as a description of the 
way: Japan assists the United States 
defence effort in Asia. 

On the subject of Japanese aid to 
Vietnam, frozen at the time of Hanoi's 
incursion into Cambodia, Thach said 
Tokyo had proved that it could not be 
trusted. Even if Japanese aid was re- 
sumed, the people of Vietnam would 


worry about whether they could really. 


expect Tokyo m honour its. commit- 
ments. 
Thach's niu: about J apanese “un- 


trustworthiness”. provoked a riposte 
from.Abe to the. effect that there was - 


indeed a problem of trust — resulting 
from Vietnam's invasion of Cambodia. 


By inviting Thach to Tokyo en route 


to hisannual appearance at the United 


Nations, Japan provided the Vietnam-: 
ese foreign minister with what must 


have been a valuable platform, but 
Thach by no means returned the favour 
E Dy перше Abe to сше his reputa: 
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led Senate Foreign Relations Com- 
mittee, detailed the crisis and stressed 
the need for fundamental reforms. 
"There: has been : p bd of 






govern. The disintegration. of] 
ship, after 18 years in power. і 
most troubling question in the Phi 

pines today, transcending even: the ex- 


tremely bad state of thee economy, "the. 
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But it said: “What we find disturb- 
ing is that the communists are making 
haste with deliberate speed, are flexi- 





ble and patient, and are astute analysts 
of the anatomy of power. Perhaps most. 
important, the communists” best ‘ally’ 
—- the Marcos regime itself — as. yet 

| Ем. of: reform. Marcos 
it ‘reverse rallyi ing 










point’ of both the. communist- 
surgency and the. demoer atic. opposi- 
Don 

While the feport stops. short of mak- 


ing- policy recommendations, dts im- 


plicit message is clear: Marcos cannot 
be expected to change his spots, but a 
maximum ‘effort should be made to 


late. 
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insurgents in the past two years, the r e 
port did not envisage. a nationwide 
. communist offensive in, the near future. 
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Frontier frights - 


` The regime turns the heat on its Pakistan border, but resistance 
| : . forces respond with increased attacks in Kabul 


a 


" 






` By Husain Haqqani in Islamabad 


he Soviet-backed regime in Kabul, 
after a relatively successful spring- 
— summer offensive against Muslim 
| à guerillas, now seems to be concentrat- 
- ing on frightening Pakistan out of sup- 
— porting the Afghan resistance. Air 
Y raids over Pakistan have intensified as 
| winter approaches, and the Afghan air 
L^ force is inflicting heavy casualties 
om among refugees along the border. 
— Most casualties are civilians rather 
— than guerillas, but the Soviets expect 
— the raids to break the resolve of the 
Wm ‘resistance as well as its supporters 
` among Afghan refugees and Pakis- 
E tanis. Afghan mujahideen (Muslim 
freedom fighters) have responded to 
he Soviet strategy by hitting targets in 
— Kabul, killing and wounding pro-gov- 
-ernment civilians, in an attempt to 
aoe - prove that Kabul cannot remain safe if 
_ the Soviets insist on terrorising civi- 
К tians. 
6 _ Informed sources say the Soviets 
ave attained limited success іп 
a p. poing part of the Afghan coun- 
tryside, though the mujahideen are far 
E m defeated. The successes obtained 
~ by the Soviets are attributed to exten- 
| Sive use of air power to subdue civilian 
= populations in areas under mujahi- 
— deen control. Soviet troops and Afghan 
= government forces resorted to large- 
= scale destruction of crops and villages 
~ İn the spring and summer, and tried 
— to drive pro-resistance populations 
— either into Soviet-controlled urban 
4 centres or towards Pakistan. 
— — In March and April, a Soviet offen- 
sivein thestrategic Panjsher Valley in- 
volved massive use of helicopter-borne 
| troops, landed around mujahideen 
_ strongholds to flush them out amid 
heavy air cover. The Soviets managed 
— fo gain control of the lower reaches of 
— Panjsher but failed to kill or arrest 
local mujahideen commander Ahmed 
Shah Massoud, who has become an 
Afghan folk hero. Massoud escaped 
~ further north to Takhar province and 
his forces continue to operate in the 
upper part of Panjsher. 

Increased troop landings by helicop- 
ter followed, however, resulting in 300 
resistance casualties in the valley in 
early September, according to Western 
diplomatic sources. In Herat province, 
bordering Iran, and Kandahar, bor- 
dering Pakistan's Baluchistan prov- 
ince, heavy civilian casualties have 
been reported and similar reports have 
reached Pakistan from Afghanistan's 
northern region. 

Heavy casualties among civilians 
Д апа well-coordinated Soviet attacks 
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on resistance fighters have put the 
faction-ridden and poorly supplied 
mujahideen on the defensive. But 
Soviet success is only relative to past 
failures. In Herat the resistance con- 
tinues to control part of Herat city, and 
even Soviet. troops acknowledge 
mujahideen control through a tacit 
local agreement, though massive de- 
struction and the unavailability of 
weapons have forced local mujahideen 
commander “Turan” (Captain) 
Mohammed Ismail to limit attacks on 
occupation forces. 

Unconfirmed reports from usually 
reliable sources say that the Soviets 
have again offered a local ceasefire to 
Massoud in Panjsher, but there has 
been no agreement on terms. Such 
local ceasefires. are temporary ar- 
rangements between exhausted com- 


manders seeking to buy time and re- 
coup losses. As one observer pointed 


out: "That Soviet commanders, despite 
their much superior fire-power, seek 
refuge in such arrangements, speaks of 
the mujahideen's ability to ‘inflict 
damage on the forces of a super- 
power." 


I: recent weeks Soviet and mujahi- 
deen forces have engaged in fierce 
fighting in Logar, Nangarhar and 
Pakhtia provinces, and Radio Kabul 
has referred to combat in 13 of Af- 
ghanistan's 29 provinces. For most ob- 
servers of the Afghan scene, however, 
interest has gradually shifted from the 
fighting in the countryside to in- 
creased guerilla attacks in Kabul and 
Soviet-backed raids inside Pakistan. 
Mujahideen attacks on non-military 
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350, most of them students checking in 
for a flight to the Soviet Union after 
the summer vacation. Explosions and 
rocket attacks, described by Western 
diplomatic sources as the most serious 
since August 1983, rocked Kabul all 
through September. On 21 September, 
the mujahideen hit the only DC10 of 
Ariana Afghan Airlines in mid-air 
between Ghazni and Kabul. Although 
the aircraft landed safely at Kabul air- 
port, it is likely to remain out of service 
for some time. 

Attacks on such targets as the air- 
port terminal and civilian aircraft are 
justified by the mujahideen as retalia- 
tion for regular bombing of Afghan 
civilians by Soviet or Afghan Govern- 
ment forces. “Only [communist] party 
officials and Soviet-paid agents use 
the airport and fly on Ariana," said a 
source close to one resistance group. 
"We haveto hit them to tell them that if 
our people will be attacked in our vil- 
lages, their collaborators will not re- 
main safe in Kabul." 

The Soviets are trying to prove that 
the Afghan refugees, from whom the 
mujahideen draw most of their 
strength, are as unsafe in their Pakis- 
tan haven as Soviet supporters are in 
Kabul and the countryside. The Soviet 
Union also expects to weaken Pakis- 
tan's stand over Afghanistan through 
cross-border raids which are inter- 
preted as threats of a wider conflict. 
Afghan Government forces have vio- 
lated Pakistani airspace more than 43 
times since the beginning of the year 
and there have been 14 ground incur- 
sions, resulting in at least 150 killed 
and an equal number wounded. 

The most serious Afghan attack 
came on 27 September when aircraft 
bombed the market-place in Triman- 
gal, 5 miles inside Pakistan opposite 
Afghanistan's embattled Pakhtia pro- 
vince. Thirty-two people were killed in 
the attack, which left two craters 30 ft 
deep in the heart of the frequently 
raided village. 

The latest round of Soviet-backed 
violations of Pakistani territory came 
after Afghanistan's Soviet-installed 
President Babrak Karmal told a 
meeting of the ruling People’s Demo- 
cratic Party of Afghanistan (PDPA) 
that his regime had the right of hot 
pursuit against “bandits” challenging 
its authority from across the border. 
Sounding unusually optimistic, Kar- 
mal claimed that his forces, supported 
by Soviet troops, had killed 23,000 

"counter-revolutionaries" since the 
beginning of the year. 

Karmal's address to the PDPA 
plenum was followed by reports that 
the Kabul regime had asked for addi- 
tional Soviet troops to fight the gueril- 
las, confirming the view that even at 
their best moment the Afghan com- 
munist leaders hardly considered 
themselves secure in power. п 
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The Premier Services Card identifies you as one of a small and very select group of American Express Bank cients 


Introducing Premier Services. 
One of the privileges of the privileged. 


Only a few of our clients require 
the very special type of security, 
convenience and peace of mind 
Premier Services™ is designed to 
assure. But those who do have 
come to depend on these services, 
throughout the world. 


Personal attention. Discretion. 
Responsiveness. These are what our 
clients have come to expect of a rela- 
tionship with American Express Bank. 

Now, as an American Express Bank 
client, you can enjoy the added advan- 
tage of Premier Services. It offers you 
travel and medical assistance, 24 hours a 
day, any where in the world. And the 
convenience of a nearly unlimited range 
of personal services in London, Paris, 
New York and Miami. 

You are eligible if you have a 
substantial relationship with American 
Express Bank and are a Gold Card* 
client of American Express Bank. 

The Premier Services Card is nota 
charge card. We issue it to identify vou 
as one of a small and very select group of 
American Express Bank clients. When 


American Express International Banking Corporation 
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you have the use of Premier Services, 
almost any type of service is easily 
arranged through a single telephone call 
Travel and medical assistance 
worldwide 


With a call to your multilingual 
Premier Services representative, vou are 
assured of travel and emergency 
medical assistance, 24 hours a day 
almost any where. You and your family 


have access to prompt medical attention, 


including supervised evacuation. 


Exactly what you want, 
exactly as you want it 

A single telephone call can also 
arrange many types of traditional con- 
cierge services—and personal services 
in London, Paris, New York and Miami. 

From a chauffeured limousine...to 
an exquisitely appointed private party 
‚ло yacht and aircraft charters. 

We will plan cultural or shopping 
excursions...arrange for the services of 
interpreters and translators...dispatch 
a representative who will meet you 
at the airport, to expedite vour 
arrival or your departure. 





American Cayman Italy Philippines United International 
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India Pakistan Emirates Switzerland CLAS 

| New York 10004 
Indonesia Panama 


Wherever you are in the world, 
whatever the hour, Premier Services is as 
near as the nearest telepi опе 

How to learn more about 
Premier Services 

For more information about Premier 
Services—or about our other Private 
Banking services—piease contact Brian 
Lendrum, First Vice President, American 
Express International Banking Corpora 
tion, Connaught Centre, 28th Коо: 
Connaught Road, Central (G.PO. Box 3) 
Hong Kong. Telephone (05) 212 608 

Premier Services from American 
Express Bank. One of the privileges of 
the privileged 
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BADEN-WUERTTEMBERG 


Where even the cuckoo is right on time. 





uckoo clocks from the Black Forest are 

an early example of mechanical preci- 
sion and the highly developed craftmanship 
that has marked the Baden and Wuerttem- 
berg areas for centuries. They have retained 
their worldwide popularity to this day. 


heir history dates back to the year 1730, 

when Franz Anton Ketterer first deci- 
ded to built a timepiece in which the cuckoo 
would call out the hours. 


pres the land of the timely cuckoo 
is one ofthe eleven states that constitute 
the Federal Republic of Germany, while 
commercially its geographical situation in 
the heart of Europe has always provided a 
favourable vantage point for foreign trade. 











QUALITY FROM BADEN-WUERTTEMBERG. MADE IN GERMANY. 


T imberfromitslarge expansesof wooded 
areas has traditionally been one of 
Baden-Wuerttemberg's blessings, but its 
lack of other natural resources had to be off- 
set by new ideas and sophisticated techno- 
logies. 


Н" resourcefulness thus came to be 
one of its people’s major virtues, and so 
many a technological milestone has been 
set by such typical inventions from Baden- 
Wuerttemberg as the automobile, the spark 
plug, the calculating and typesetting machi- 
nes or the dirigible airship. 


ot surprisingly, companies headquar- 

tered in Baden-Wuerttemberg have 
established for themselves a worldwide 
reputation for advanced technology, inno- 
vation and superior workmanship. 





SF 
FRIZ SCHEER 
profile wrapping machines, 
x SCHEER 
laminating plants for surface and 2 
electric tools, panel saws, 
edge, membrane form presses dowel bole boring machines 
























INTER ENGINEERING 
service, maintenance, planning 
and sale of woodworking 
machinery 





JOOS ALMATIC MICHAEL WEINIG 
hydraulic universal tool grinding machines, moulder, grinder, toolings 
veneer presses tool profile grinding machines panel saws, yield optimizing 
systems, boring and inserting 
HOLTEC HOLZ HER machines for hinges 
кєн sliding table saws 
HOLTEC SOLO d REICH 
mobile tilting chain saws, banding machines, moulders, 
cross-cutting stations tq c jede К рс a d panel saws, profilers, power tools, 
pL РТО oe > ИИИ 
di | 
| VOLLMER-WERKE 
[р leit special machines and systems for 
sawblade maintenance 
LEDERMANN LEITZ 3 
tools, saw blades, hoggers, knives, ig tooling for woodworking machines JHXXFELE 
tools for woodworking - (773 furniture еі апі 
STIHL Vw o RE RUECKLE ALUP single-ided edge: banding 
chain saws, saw chains, cut-off saws, De veneer jointer, veneer splicer, machines, rebate edge handing 
brushcutters, hedgetrimmers, VOLLMER DORNHAN cross cutter, veneer smoothing ALUP machines, hot melt application 
mistblowers, drilling attachments saw blade grinding machines | press air compressors units 





BADEN-WUERTTEMBERG 
Where technology takes the lead. 





aden-W uerttemberg’s economy is pri- 

marily based on small and medium- 
sized companies. It is thanks to this indus- 
trial pattern that the area affords that excep- 
tional flexibility which is called for when 
specific projects involving lesser volumes 
but demanding sophisticated technology 
have to be tackled. (After all, the region has 
traditionally enjoyed the status of being „а 
land of thinkers and inventors‘). 


bviously, it is only consistent that 

Baden-Wuerttemberg’s technological 
know-how and abundance of timber should 
have combined to evolve a thriving industry 
concerned with timber processing and 
woodworking. Today, Baden-Wuerttem- 
berg ranks high on the world list of relevant 
machine builders. The broad palette of its 
specialist companies covers an impressive 
spectrum - from manufacturers of timber- 
processing machines and complete wood- 
working plants right down to an effective 


FORESTRY AND 
WOODWORKING 
EXHIBITION 
23-27 October 1984 
Hall of Nations 


Jakarta Fair Grounds 
Daily 1100 a.m. - 800 p.m. 


of Economic Affairs 
State of 
Baden-Wuerttemberg 


Federal Republic of Germany 
Theodor-Heuss-Strasse 4 
D-7000 Stuttgart | 
Phone: FRG -711/2020-4 25/4 26/427 
Telex: FRG -723931 





infrastructure of highly qualified parts and 
accessories suppliers. 


n attending the FORESTRY AND 

WOODWORKING '84, companies from 
Baden-Wuerttemberg look forward to dee- 
pening and further promoting their econo- 
mic ties with Indonesia and its neighbou- 
ring countries in South-East Asia. Official 
representatives and exhibiting firms from 
our region look forward to meeting vou at 
the Exhibition and will take pleasure in offe- 
ring general information on the area or dis- 
cussing the more specific issues of problem- 
solving and future cooperation. 


f you are unable to attend the event, you 

are invited to write to the Baden-Wuert- 
temberg Ministry of Economic Affairs. We 
shall be pleased to furnish literature on the 
region and its economy. 
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Trans-Pacific. JAL’s terrific. 


It's always a pleasure for us to fly you from Asia to 
America, via Tokyo, with regular connecting flights from 
major Asian cities. So we have built up a regular schedule 
from Tokyo that is second to none. 

The airline with the largest fleet of B747's offers 
over 60 flights a week to 7 U.S. cities and Vancouver. 

Our Executive Express leaves Tokyo every day and 
is the first to arrive in New York. 

We fly you non-stop from Tokyo Narita, arriving in 
New York at 11.30 a.m. the same day. So it's the perfect 
businessman's special. 

With First Class, more legroom in our new JAL 
Executive Class and serene Japanese service all the way. 

On the world's number one IATA airline* you'll 
experience the warmest hospitality, and gracious service, 
as much a pleasure to give as it is to receive. 

Fly Trans-Pacific with us. 


It's always a pleasure. 







Anchorage 


d Vancouver 
JADAN AIR LINES ee 
А: 


FFICIAL AIRLINE FOR 
TSUKUBA EXPO '85 
Seattle 


San Francis 


e: 
% Honolulu 





Seoul 

Pusan 

Manila 

Hong Kong 
Bangkok 
Singapore 
Kuala Lumpur 
Jakarta 








* Source: International Air Transport Association. 





COMMERZBANK К 





» | here is 


a better way. 


Innovation in all major areas of cor- 
porate finance has been a Commerz- 
bank hallmark since 1870: Capital 
market financings, syndicated lending, 
mergers and acquisitions, stock ex- 
change introductions. 

For creativity in corporate finance, 
ask a Commerzbanker. 


Hong Kong Branch; Connaught Centre, lcd Road, 
Hong Kong, Tel.: 5-210217, Tx.: 66400 cbk hk h 


Tokyo Branch: Nippon Press Center, 2-2-1, коноко Chiyo- 
dou ber: cu, Tokyo 100-91, Tel.: 502- 4371/4375, Tx.: J 25971 cbktok 

viae es (South East Asia) Ltd., Tower 40, DBS Building, 

6, Shenton Way, Singapore 0106, Tel.:2 23 48 55, Tx.: 27189 cbksin 





Head Office: PO. Box 2534, D-6000 Frankfurt/Main. 

“a branches throughout West Germany, including West Berlin. 

ries: Amsterdam, Antwerp, Atlanta, 

reme eem Brussels, Chiesa, Hong Kong, London, Luxembourg, 

Madrid, mon York, Osaka, Paris, Rotterdam, Singapore, Tokyo. 

; Beijing, Buenos Aires, Cairo, Caracas, 

ho ^ ат, Johannesburg, Lima, Madrid, Manama 

Бе rain), exico City, Moscow, Rio de Janeiro, SGo Paulo, Sydney, 
Tehran, Tokyo, Toronto, Windhoek. 


Find it!« 


- Thomas Edison - 
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No matter where youre located, you're 
part of B&W's world. And no matter 
what your steam generation needs 
- аге, B&W can help. a Men 
One call to Babcock & Wilcox 
International puts you in touch with 
a multi-divisional energy services 
` company that can get to the heart of 
... your problem, fast. With 25,000 
. employees and service operations 
.. worldwide, a team of B&W experts 
- Ais ready to work with you. | 
Whether you need high technology 
instrumentation and controls, tubing, 
. pressure parts, sootblowers or 


r 
f 


ceramic fiber insulation, B&W can 
service you. 

From single component upgrading 
to entire boiler island rebuilds, B&W 
can engineer modifications to deliver 
improved operating efficiency. And 
our maintenance and operator train- 
ing programs will help keep your 
plant running smoothly. 

For more than acentury we've been 
a world leader in industrial and utility 
steam generation. And in this world, 
no other company can supply B&W’s 
technological expertise and total 
scope Services. 





For more information, contact the 
Manager, International Marketing & 
Sales: Babcock & Wilcox Canada, 
581 Coronation Blvd., Cambridge, 
Ontario, Canada N1R 5V3. 

Tix 069-59341 or Babcock & Wilcox 
International, Inc., 20 S. Van Buren 
Avenue, Barberton, Ohio, USA 44203. 
Tix 98-6406. Babcock & Wilcox, а 
McDermott International company. 
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For reservations at 115 hotels in 27 countries worldwide, call your travel.planner or your nearest Hyatt 
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Singapore counts its economic successes and sets out to find a lost history | 


Twenty-five years on 


By Lincoln Kaye and lan Buruma in Singapore 


Singapore is now 25 
years old. That, at 
least, is what the 
| banners on schools 
| tell us, and the 
| bunting on city- 
centre banks, pris- 
ons and community 
centres. Radio jin- 
|| gles sing it, school- 
children paint it, 
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poets write it, TV spot commercials 


celebrate it. Billboards, soft-drink 
cans and double-decker buses pro- 
claim it in bold red and white script: 25 
Years of Nation Building — Stand Up 
For Singapore. 

One of the spin-offs of the celebra- 
tion has been a new interest in the is- 
land’s hitherto neglected history. But 
for Singapore even the dating of its 
nationhood poses problems. Why 25 
years? As recently as 1980 politicians 
and academics were dating Singapo- 
rean national history from 9 August 
1965, when the republic split from Ma- 
laysia and first hoisted its own flag. 
Or it could be dated from 1963, when 
the Union Jack was lowered and 
Singapore shed its British colonial 
status. Or even from 1955, when Sin- 
gaporeans first elected their own chief 
minister. 

Or else — national 
status aside — Singa- 
pore as a community 
could date its his- 
tory from 1819, when 
Sir Stamford Raffles 
first established a 
toehold on the island 
for the British East 
India Company. One 
could — and some do 
— look as far back 
as the 13th century 
Malay kings of 
Temasek whose bones 
are now being excavated in Fort Can- 
ning Park. 

Still, 25 years it is. The start of 
nationhood is now reckoned as the 
1959 election in which Singaporeans 
voted in their first wholly elected legis- 
lative assembly. As it happens, that 
election also marked the ascendancy of 
Prime Minister Lee Kuan Yew's Peo- 
ple's Action Party (PAP), which has 
held power without interruption ever 
since. 

It took the party the better part of a 
decade (the turbulence of which is con- 
stantly being emphasised to a popula- 
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tion for whom the memory of those 
years is fading) to consolidate its hold 
on power and eliminate serious rivals. 
But once its hegemony was firmly es- 
tablished, the PAP launched a relent- 
less drive for economic development 
which left little time for history les- 
sons. Not that culture and history have 
ever much preoccupied the people of 
Singapore — mostly poor immigrants 
looking for a chance to make good. Any 
history they had was on clan and com- 
munal lines among Chinese, Indians 
and Malays — lines that ultimately 
could be traced back to the ancestral 
motherlands. 

But this year's burst of historio- 
graphy has focused sharply on Singa- 
pore itself. Lively and polished new 
high-school textbooks concentrate on 
history starting with Raffles and stick- 
ing close to home, instead of *wast[ing] 
memory space in a child's brain," to 
quote Minister of State for Education 
Tay Eng Soon, with pharoahs and Bri- 
tish kings. Now approaching its 70th 
episode is a TV melodrama serial span- 
ning 50 years of Singaporean history 
from the 1920s. Heavier going is a 
much-touted book on the 1941-68 
period by a British Foreign Office 
alumnus detailing, as the blurb has it, 





Singapore's “crescendo. of crises cul- 
minating in a scenario of sanity and 
success.” 

Thousands of carved figures, rang- 
ing from Tamil convicts to members of 
parliament, cram the 20 dioramas 
(life-size three-dimensional scenes) 
ordered by the National Museum this 
year. Community centres, government 
ministries and public libraries have 
featured exhibitions . contrasting 
sepia-tinted scenes of bygone squalor 
with the spic-and-span prosperity of 
present-day Singapore. In the Na- 
tional Stadium, a military pageant re- 
created the World War II Japanese in- 
vasion, complete with cries of “Ban- 
zai" and Rising Sun flags. Song-and- 
dance troupes from a Chinese clan as- 
sociation honoured their immigrant 
forebears with a show entitled He 
Grateful, or (in literal translation) Re- 
member the Source When You Drink 
the Water 


Ithough 25 years is hardly very 
long in historical terms, it is time 
enough for the republic to ma- 


ture to the point that it can now reflect 
upon its past. The birth of Singapore as 
a nation may have been a historical 
accident, but it is now secure in its na 


DP 
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tionhood. With their 
prosperity already an 
established fact, peo- 
ple can afford the lux- 
ury of retrospection 
The historical quest 
gains urgency as the 
bulldozers of progress 
are fast levelling the 
material reminders of 
Singapore's pas! a 
process which evokes 
almost instant nostal- 
gia 

Likewise faces 
which had been fix- 
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è| tures of the political landscape seem 


set to pass soon from the scene. Three 
faces in particular have dominated the 
entire 25 years of nationhood: deputy 
prime ministers Goh Keng Swee and 
S. Rajaratnam, and Lee himself. The 
men of the PAP troika are now all 


past 60; they and the generation 
they represented are on their wa 
out. 


And on the way in is a generation 
which, at least in comparison with the 
previous one, has known nothing but 
prosperity and relative security 
pampered, in a word. This worries 
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their elders, who wonder how to pass 
on the state-promoted “rugged socie- 
ty” virtues to a generation of “softies.” 
Lee characteristically longs for a tech- 
nical solution: “If the human mind 
were like a computer, how marvellous 
it would be. The quintessence of one 
generation's experience could be 
abstracted and fed from one brain to 
another.” 

Failing that, the next best thing is to 
keep on reminding the young, in the 
manner of mothers, of the hardships 
suffered for their sake. This comes out 
strongly in the TV soap opera, The 
Awakening. In a heady combination of 
nostalgia, romance and didacticism it 
offers a story of long-suffering rubber- 
tappers, noble society girls and dutiful 
Chinese sons. 

In tone, The Awakening is remark- 
ably like another soap opera serial, O- 
shin, which has attracted huge audi- 
ences in Singapore’s main model 
of Asian-style 
economic nation- 
building — 
Japan. There too, 
the pampered 
young are con- 
stantly reminded 
of their parents’ 
suffering and 
hard work, with- 
out which the 
Economic Mira- 
cle with its 
cornucopia of 
Walkmans and 
videos would 
never have occurred. The direc- 
tor of The Awakening, Leung 
Lap-yan avowedly aimed the 
drama “especially [аў the 
young, who never knew the 
sweat and toil their forefathers 
went through to build the nation 
... We hope that after watch- 
ing the show, they will ap- 
preciate the good life they 
have." 

It is precisely the ability to de- 
liver this good life which is the 
essence of the PAP's social con- 
tract. Materialism has become a way of 
life in Singapore. The problem, how- 
ever, is this: in an age of scarcity, 
materialism is a spur to ruggedness; in 
an age of plenty materialism runs to 
fat. The blandishments of affluence 
discos, punk fashion and the like — are 
bad enough. Worse, in the official 
view, is a creeping nostalgia for 
bourgeois civil liberties and political 
pluralism. 

In a parliamentary speech Lee fret- 
ted over the 60% of the electorate now 
under 40: "They feel they are missing 
something. They want to experience 
some of the excitement of political 
combat." Such innocents fail to realise 
"the facts of life in. a multi-racial, 
multi-lingual and multi-religious so- 
ciety situated in Southeast Asia. For 
turbulence, turmoil and troubles come 
fast and thick if one tinkers with this 
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Tama tional heroes whose "desirable 


| Singapore skyline; National Day: ruggedness or fat? 


mixture, believing it to be non-explo- 
sive." 

Defusing this volatile ethnic mixture 
has been the PAP's constant aim. His- 
tory-writing has now been pressed into 
this effort. In the past, local histories — 
with their communal focus — were po- 
tentially divisive and best ignored. 
World history, instead, was thought 
safe enough for school curricula. But 
last year a committee of Singaporean 
school teachers retooled local history 
as a unifying, rather than a divisive, 
force by stressing the shared experi- 
ences of the young nation's citizens. 


sensus history that seeks — as the 
new textbook's preface says — to 
"develop in our pupils a sense of identity 
with, and loyalty to, our Republic." An 
essential ingredient in the recipe, the 
prefacecontinues, must bena- 


T he result is a non-controversial con- 


pees 


social values and personal attributes” 
can serve as models for the young. 
But how to pick such heroes with- 
out offending communal sensibi- 
lities? 

One way is to look outside Singa- 
pore's own ethnic ambit. Hence the 
likes of Raffles or “Mad Ridley,” the 
bringer of Singapore's first rubber 
seeds, who was hailed in a recent news- 
paper feature as “an interesting con- 
versationalist . . . always ready to dis- 
cuss horticulture and economic botany 
with anyone." 

While inoffensive, such figures will 
not excite many schoolchildren. Look- 
ing for heroes closer to home, though, 
the textbook writers were at some 
pains to find models for each commu- 
nity. Buf the search had to be confined 
to the Singapore stage, whereas before 
people looked up to the rather grander 








heroes.of the communal homelands, ;: 
Estimable as was Tan Tock Seng, a,, 
fruit seller who became Singapore's: . 
leading 19th century jurist and philany, і 
thropist, he is still not quite so awe- , 
some as the demi-gods of the Three,, 
Kingdoms. 

Not that awe is neccessarily the sen-. 
timent the authors of the Social and 
Economic History of Modern .Singa+,. 


| pore are most eager to inspire in their: ; 


readers. Rather, Tan and the other 
textbook heroes seem meant to imbue. 
Singaporean youth with a sober apr 
preciation of the officially promoted 
virtues. For instance, Wee Toh Gu (also 
known as "Big Bull") the rickshaw 
man: "It would take him three or four 
years of hard work and many millian 
drops of sweat before he could buy,his 
own .rickshaw. In the meantime,- he 
worked like a slave and saved like;a 
miser. However, he did not for- 
get to send some money regular; 
ly to his mother 
i in China." 
i Or Munshi Abr 
; dullah, a Malay 
;writer and 
teacher born, in 
1797. As a boy he 
studied so hard 
"he had hardly 
any time їр 
play with .. his 
friends." He 
wished he could 
"enjoy the life 
of an ordinary 
boy," . but „he 
came to understand "that learn- 
ing and. knowledge were more 
valuable than the most precious 
jewels” especially knowl- 
edge of “useful school sub- 
jects «such. as arithmetic, 
science.. and English,” , as 
well as Malay. 15! 
Like all Singapore publica- 
tions, the textbook steers clear 
of the kind of ethnic sensitivities 
which. Lee, described as '"yol- 
atile.". Whatever the colour of 
their skin, Singapore's. histori- 
heroes come. off as the ; sort 
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cal 
of clean-cut:.— пої to say rugged 


— young toilers who would; fit . 
well into the. workforce that: is 
modern day. Singapore's stock; in 
trade. | А 


similar process of homogenisa- 
A marks.the TV serial. All the 


charactersspeak perfect Manda- 
rin — even;paon rubber-tappers, who, 
in actuality, might never have heard 
that language.spoken. Regional Chinese 
dialects are thus;neatly avoided; as is 
the divisive issue of English-educated 
vs Chinese-educated Chinese. One of 
the main heroes of the first 28 
episodes, a; young: Chinese doctor edu- 
cated in England, provides a case in 
point. rotid 
In real life;many such exclusively 
schooled jprofessionals (such as Lee 
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and Goh) hailed from elite families 
which prided themselves on their use 
О English, rather than Chinese, as a 
home language. But when it came to 
scripting The Awakening, the authors 
opted for mass-audience appeal and 
consensus-building, rather than ver- 
isimilitude. The videogenic presence of 
a socially engaged, upright, Western- 
educated, aristocratic "scientist" with 
the common touch resonates well with 
the image the PAP would like to pro- 
ject for its technocratic “second gener- 
ation” of political leaders. 

Even Raffles himself is conscripted 
as a role model. In the new textbook he 
is / presented as an indefatigable 
worker with an almost fanatical pas- 
sion’ for education: “When he was 
studying late at night, and using up too 
many candles, his mother would some- 
times scold him gently, "Thomas, don t 
you know candles are costly? Try not to 
wáste so many candles, dear'." Apart 
from sheer diligence, though, Raffles is 
held up as paradigm of enlightened 
modernism and a precursor of the 
PAP's social en- 
gineers. 

His legacy, for in- 
stance, is cited in 
the textbook to fore- 
shadow the latter- 
day physical trans- 
formation of Singa- 
pore: "He felt that 
a completely new 
town plan was 5 LP RR 
needéd if the fast-growing town 
was to become an orderly, beauti- 
ful and clean city .. Singapore 
thus began to grow and develop as 
a planned city, and this idea of a 
planried city has remained import- 
ant to this day." 

The Raffles cult epitomises 
the ambivalence of Singapore's 
leadership towards its erstwhile 
colonial masters. Hardly known 
for Self-deprecation,’ the РАР 
leadership had, in colonial times, 
chafed as much as any other native 
elite under the patronisation of the 
British overlords. Whén they first 
came to power, Rajardtnam once re- 
called, the PAP elders had considered 
tearing down the statue of Raffles in 
front of the ornate city-centre Victoria 
Theatre. They wound up polishing the 
bronze likeness instead. 

For it is to Raffles and his colonial 
succéssors that they 'ówe the legal, 
political and administrative apparatus 
they have adapted só successfully to 
their purposes. The British fifst set the 
tone of trickle-down Mass edification 
and modernisation by bureaucratic 
fiat — hallmarks of Singapore's public 
life to’ this day. The véry concept of 
Singapore as an entity apart from the 
rest of the surrounding Malay world 
was originally a British administrative 
notion’ which is now reinforced by 
tracing the island's history only as 
far back as Raffles' arrival; and im- 
plicitly playing down:his! Malay fore- 
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Chinatown; coolies quarters: ethnic 


runners over the preceding centuries 
To be sure, the anti-colonialist view 
still merits a good airing in the first 
episode of The Awakening, in which a 
blond and Blimpish British officer rid- 
ing his polo pony through the bush 
knocks down a poor, old rubber-tap- 
per and leaves him for dead. But at the 
same time Singapore abounds with 
trappings of the Raj — streets named 
after the empire-building likes of 
Clive, judges in perruques, Oxford-ac- 
cented radio announcers. 


T 


Singapore іп 1941. The traumatie 
British surrender to Gen. Tomoyuki 
Yamashita still figures in armed forces 
advertisements exhorting the populace 
to “Total defence.” The screening of 
“anti-Japanese elements” among the 





hé attitude to the Japanese is even 
more perplexing. On the one hand, 


Chinese’ population and the ensuing»! 
bitterly remem-4 


massaere are still 
bered. 


Yet, in light of Japan's post-war ебб= | 











cr. 
sensitivities. 


nomic miracle, Lee's government 15 
now holding up the former enemy as an 
example for Singaporeans to follow. 
while avidly wooing Japanese capita! 
investment. No wonder, then, that the 
image of Japan's World War H villainy 
has been softened somewhat, espe- 
cially in places where Japanese 
tourists gather: the waxworks display 
on the resort island of Sentosa, foi 
example. 

Formerly, only the ignominious Ja- 
panese defeat was commemorated in 
wax, there, with life-size models of the 
Japanese surrendering to Britain's 
Adm. Lord Louis Mountbatten: Since 
1981, the British surrender to the Ja- 
panese has been turned into a wax tab- 
leau too. In the same little museum, the 
only World War П atrocity pictures are 
not of Imperial troops massacring 
Chinese, but of the i victims of 
Hiroshima. I 

World War II history raises delicate 
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ethnic problems as well. The Chinese, 
whose ancestral homeland was the 
subject of unprovoked attack by 
Japan, became the worst victims of Ja- 
panese brutality in Malaya as well. For 
the Malays and Indians the 
Japanese invasion posed a dilemma 
cruel as the occupation was, it acted as 
а sput anti-colonial Asian 
nationalism. Subhas Chandra Bose, a 
рго-Јарапеѕ Indiar nationalist 
leader, even made his headquarters in 
singapore until 1943. With the British 
and Eurasian administrators interned 
in camps, meanwhile, Malavs assumed 
many of the jobs in the Singapore 
bureaucracy. In the war's aftermath, 
both Indians and Malays took on a col- 
laborationist taint in the eyes of some 
Chinese 

In fact, the only real resistance to the 
Japanese came from the largely 
Chinese jungle  guerillas of the 
Malayan People's Anti-Japanese Army 
organised bv the Malayan Communist 
Party. While this fact is never denied 
outright, it is never stressed in the "ap- 
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3 proved histories: 
l2 since the com- 
я Munists are de- 
* picted as modern 
Singapore's main 
enemies they 
hardly make suit- 
able popular war 
- heroes 
o qu у V | In John  Drys- 
— —— dale’s new history 
Singapore, Struggle for 


as in the more mundane 
textbooks for schoolchildren а 
more appropriate wartime hero is 
brought to the fore: Col Lim Bo 
Seng. a wealthy young Straits- 
born British intelligence opera- 


Success 





tive, who was tortured to death 
| by the Japanese military police 
after being betrayed by a com- 


munist leader. Lim's pagoda-style 
monument still graces a city- 
centre park (though it ts now tem- 
porarily engulfed by construction 
on the Mass Rapid Transit system) 

Communists, on the other hand, get 
short shrift in Drysdale. In a brief 
chapter leading up to the turbulent be- 
ginning of Singapore's struggle for in- 
dependence he emphasises Ше 
treachery of some leading communists 
during the war and the brutality of 
their revenge on “collaborators” after 
it was over. Indeed, the clever machi- 
nations and political ruthlessness of 
communists are major themes in Drys- 
dale's history. They ars 
such formidable and dangerous oppo- 
nents that all the means used by Lee in 
his power struggle with them are seen 
to justify the end 

One of the most controversial, and 
certainly most ruthless measures taken 
against communist sympathisers was 
Operation Cold Store: in 1963, before 
the elections, more than 100 leaders of 
the opposition party, Barisan Sosíalis, 
were jailed without trial. Even a PAP 
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portraved as 









- sible rea "blot ‹ on ISP career 

3 Drysdale mentions this major “event 
— only once in passing. It is not even in 
` the index. 

— A Equally, some history-makers from 
aa the early period of Singapore's nation- 
- hood are now names found only in the 
- history books. Once-prominent politi- 
cians who fell by the wayside or were 
` pushed from the stage include: 

— € Lim Chin Siong, a student and 
E labour leader who got even more votes 
- than Lee in the 1955 elections, when 
E _ they both entered parliament as PAP 
- MPs. Jailed for nine years during 
дара he attempted suicide, he now 
. runs an estate agency from his home. 

| @ Ong Eng Guan, Singapore's popular 
RC - first mayor who trounced a PAP oppo- 
. nent in a by-election when he left the 
» party in 1965, is now retired in Singa- 


"S pore. 
E Sandra Woodhull and James 
Puthucheary, student leaders and 


Кошан PAP members, now practise 
- law in Kuala Lumpur. 

Even though they have now sunk 
from sight, the existence of several of 
` these figures suggests the delicate di- 
` lemma PAP-approved historians face 
in their treatment of leftists. If the 
- communists are the main threat to 
_ Singapore and its values there is a 
En in assessing the allegedly 
— communist members of Lee's own PAP 
_ in its early revolutionary period — the 
` time about which Lee stated that “any- 
E body who wanted to carry the Chinese- 
speaking people with him could not af- 
—— ford to be anti-communist. ” 

— Was Lee's cohabitation with people 
- later jailed as subversives sheer expe- 
— diency? One answer to this question 
— would be to regard the PAP's former 
— colleagues not as real communists but 
` as"pro-communists," the term used by 
e Drysdale throughout his book. They 
— were, in his phrase, "sterling charac- 
- ters" all, albeit misguided. 
— A Perhaps because of the very sensiti- 
-  vity of these issues, all major Singapore 
historiography (apart from the school- 
— books) has been undertaken by for- 
~ eigners such as Drysdale or the well- 
— known British journalist 
Bloodworth, a Singapore resident, 
— who is working on a history of the is- 
` landin the 1950s and 1960s. Even The 
| Awakening was made by a Hongkong 
— director. 

Some suggest that Singaporean his- 
torians, of whatever background or 
political hue, would have too many 
axes to grind, and are thus not to be 
trusted — and even if they are, nobody 
would. Others point out that foreign- 
ers, with less at stake personally, might 
feel more confident in threading the 
-still-explosive minefields of Singa- 
pore's recent past. Curiously enough, 
even the only anti-PAP history was 
written by a foreigner: Lee Kuan Yew's 
Singapore by T. J. S. George, an Indian 
who is now editorial director of 
Asiaweek magazine. 
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have been sold locally and there is even 
a well-thumbed copy in the National 
Library reading room. It is certainly a 
livelier read than the officially 
sanctioned histories and a useful anti- 
dote to their admiring tone. But 
George lacked Drysdale's access to of- 
ficial sources and some of his more 
provocative assertions need to be ap- 
proached with due caution. 


the dry factual chronicle of 

Drysdale and the pop romantic 
anodyne of The Awakening, there 
remains — despite the current surge 
of interest in Singapore's past — a 
large unfilled historiographic gap. As 
yet there is no good social history of 
modern Singapore. Nor is there likely 
to be one as long as ethnic differences 
are downplayed and the ideal, hybrid 
Singapore man is emphasised. Trying 
to please everyone — or, more accu- 
rately, displease no one — may contri- 
bute to nation building but does not 
produce rich and accurate history 
books. 

It will not be easy to weave the 
strands of communal histories to- 
gether into a more richly textured Sin- 
gaporean tapestry. The linguistic com- 


y: between the bombast of George, 
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schol team. But at least the raw 
material is there: such written records 
as Chinese clan histories or Tamil 
chronicles, have been supplemented 
over the past decade by an invaluable 
oral history archive. 

All sorts of Singaporeans, from 
trishaw drivers to former opposition 
leaders to ministers of state, have 
taped their memories. To use the re- 
corded material, though, researchers 
must get the written permission of 
each interviewee whose memoirs they 
wish to hear. Drysdale, reportedly, was 
a rare exception to this proviso. For 
most historians, though, archive rules 
stipulate that the oral history records 
of the past 25 years will not become the 
public's domain for another 25 years. 

And it might take that long before a 
Singaporean can write a truly de- 
tached history of his country, at least 
unless there is a change of political 
guard. So far the winners of the past 
decades of struggle have merely writ- 
ten (or, rather, commissioned) the 
sagas of their success. Historiography 
has been one of the spoils of political 
victory. But today's victors have yet to 
be judged by their sons. Maybe that 
is why they are now at pains to pre- 
sent their med in the best possible 


light. п 




















Peranakans: a political or 
cultural phenomenon? 





By N. Balakrishnan in Singapore 


Singaporeans аге 
predominantly Chi- 
nese. But they can- 
not turn to China 
| for inspiration in 
their attempts to 
build a national 
culture: To do 
so would invite 
charges of being a 
Third China. and 
would naturally arouse the suspicions 
of the non-Chinese minorities of 
Singapore and possibily even of neigh- 
bouring countries. 

But there is another factor impeding 
Chinese influence: the reins of power 
— at least political power — in Singa- 
pore are in the hands of the English- 
educated Chinese who still have not 
forgotten the association of the 
Chinese-educated with  leftwing 
causes in the 1950s. The only Chinese- 
language university in Southeast Asia, 
Singapore’s Nanyang University, has 
been closed for some time and despite a 
token bilingual policy, there is no 
doubt the Chinese language is on the 
decline in Singapore. 

Paradoxically, other Chinese values 
are being promoted actively and the 
government is currently Vii ona 
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compulsory moral education program- 
me for schools which will feature Con- 
fucianism prominently. Singapore's 
political leaders often hold up the sup- 
posedly superior Confucian values of 
East Asia as the main reason for the 
prosperity of the region. 

Given this motley set of constraints, 
the culture of the Peranakan Chinese 
(also known as Straits Chinese or 
Babas) perfectly meets the needs of 
Singapore's national culture. The 
Straits Chinese — descendants of the 
very early Chinese immigrants who 
came to Straits Settlements of Penang, 
Malacca and Singapore — by and large 
have forgotten the Chinese language 
and speak the politically acceptable 
Malay, liberally sprinkled with the 
dialect of Fujian province. They have 
retained, however, many "Chinese" or 
Confucian traits, such as closely knit 
families, filial piety and reverence for 
learning and authority. It is hard to 
count the number of such an amor- 
phous group as the Peranakans but at 
most they constitute about 10% of 
Singapore's 2.8 million population. 

Peranakan~merely means “locally 
born” and therefore the accurate word 
for the Chinese section of the commu- 
nity "iue joa ipsemet China, kut 
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word itself is incorrect. The time is 
long past when only the Peranakan 
Chinese were locally born — most of 
the Chinese population of Malaysia 
and Singapore are now born there. It is 
for these reasons that Felix Chia, au- 
thor of The History of Babas, says that 
he prefers the word Baba to Perana- 
kan. In his words, *a Baba is a Straits- 
born Chinese, but a Straits-born 
Chinese is not necessarily a Baba.” 


he Singapore Government itself has 
not done anything officially to pro- 
mote the culture of Peranakans, but 
the fact that it does not disapprove of it 
and that many of Singapore's top poli- 
tical leaders themselves hail from a 
Peranakan background, has helped the 
revival of Peranakan culture. In a 
country where very few initiatives in 
the cultural or any other field come 
from outside the state machinery, 
revival of Peranakan culture is one 
of the few genuinely populist pheno- 
mena. 

Singaporeans are 
whole, а book- 
reading people but 
the few book shops 
in the city 
filled mostly with 
imported books on 
self-help exercises 
and business man- 
agement — now 
report record sales 
in a large number 
of new books on 
Peranakan customs and history. Nor 
are Singaporeans а theatre-going 
people. In the Singapore Arts Festival 
in June, however, a play based on 
the wedding rituals of the Peranakans, 


not, on the 


Pileh Menantu (Choosing the Bride- 
groom) was sold out within the 
first few hours of the box office 


opening. The same thing happened 
with the sales of tickets for an addi- 
tional performance scheduled a week 
later. 

The play, a comedy of manners, was 
acted by authentic “nonyas” (as the old 
women of Peranakan community are 
called) who delivered lines stiffly, 
waiting patiently for their cues. But 
the audience loved it, even though 
many of the younger people did not 
understand the Malay dialogue. The 
play received rave reviews in the local 
press, and reviewers, who were them- 
selves Peranakan took the opportunity 
to do some soul searching. 

The climax of the play was a wed- 
ding pageant. Illustrating how little 
Peranakan culture actually is still left 
in Singapore, some of the costumes and 
the lead musician had to be imported 
from Malacca — another Peranakan 
stronghold across the Causeway. 

Given the Singaporeans' love of 
food, it is not surprising that the 
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| of restau ants — serving 
Peranakan cuisine" — 
Chinese food but spiced in the Malay 
style. 

Questions touching on language, 
race and religion are regarded as “sen- 
sitive” in Singapore which is officially 
committed to a policy of multi- 
racialism. This affects the dominant 
culture of the Chinese too. Thus-no 
decision has been made about whether 
and how much of the old Chinatown 
area of Singapore is to be preserved, 
despite requests from many qua to 
do so. But, from the official pék of 
view, the Peranakans are a non¥@on- 
troversial group. The last of the-old 
shophouses to be preserved in the Or- 
chard Road tourist belt, have been de- 
signated as “Peranakan Corner" by the 
Urban Redevelopment Authority, 
though previously the shops concerned 
were not engaged in anything particu- 





larly Peranakan. 


Peranakans have not always been 
basking in this kind of glory. The older 
ones remember that during the' 1950s 
and early 1960s when Singapore was 
under the sway of leftwing parties, 
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(and at that time the list included the 
ruling People’s Action Party) the 
Peranakans were embarrassed about 
their inability to speak Chinese. Their 
disproportionate representation in the 
colonial civil service also used to make 
them feel vulnerable, according to the 
older Peranakans. 

Another reason for believing that it 
is the current peculiar political and 
cultural climate of Singapore that has 
led to the revival of the Peranakan cul- 
ture is the fate of their contemporaries 
in today’s Malaysia. There, confronted 
with a political system based on ethnic 
parties, the different factions of the 
Chinese-communities have been unit- 
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-commu the ty divisions ё 
rapidly disappearing. 

Peranakans of Malacca, hêre 
most of Singapore's) Peranakans origi- 
nated, are a marginal and declining 
community regarded as a historical 
relic, akin to the Portuguese in that 
city. The Peranakans of Penang, who 
have always been different from those 
of Malacca in that they have retained 
most of their Chinese language and 
traditions, are not in anyway perg 
their separateness. 

Sociologist John Clammer, who 
teaches at the National University of 
Singapore, suggests that this should 
not be surprising for the Peranakahs 
are a "political rather than a cultural 
phenomenon." Those who argue that 
Peranakans are a separate culture, and 
perhaps even an ethnic group, include 
Chia: He says that the earliest Chinese 
immigrants to Malacca — going as far 
back as the 15th century — intermar- 
ried with the pagan Batak people,‘as 
marriage with: Malays would have 
meant adopting Islam. Clammer says 
that the evidence for this is scant, 
though he does not rule out the posSsi- 
bility of early Chinese immigrants 
adopting Malay or 
Batak childrerf to 
bring them up as 
their own. Obser- 
vation shows ‘that 
many members of 
the Malacéa- 
Peranakan cóm- 
munity are signi- 
ficantly darker 
that the average 
Chinese. 2 

The internal social organisation’ of 
the Peranakans also shows a Malay in- 
fluence, with its more frequent occur- 
rence of grooms moving into the 
bride's household after marriage: But 
according to Clammer this can be 
explained. as:an independent adapta- 
tion of an immigrant community short 
of brides. | 

Authorities: such as Chia andcSir 
Richard Winstedt,who believe thatthe 
Peranakan Chinese are a product of ra- 
cial mixture, also point out historical 
records showing-that Sultan Mansur 
Shah of Malacca:married the Chinese 
princess Hong:Li-po in 1459 and that 
the princess was accompanied iby a 
huge entourage» They say that thé re- 
sulting mixed royal court couldthave 
formed the ‘early nucleus of 2 the 
Peranakan community. But it is hardly 
likely thatsthe: products of the union 
between the Muslim sultan andi the 
princess would:have remained non- 
Muslim, the уау the Peranakans 
have. то 2d Т 
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C lammer, however, still maintains 
that the Peranakans only emerged 
as a separate group under a "colonial 
environment which provided status, 
employment, security, prosperity and 
peace" to a group. which did not iden- 
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CERE immigran ts odbi the tin 
mines of Malaga.. Clammer also says 
„that the Peranakans took the risk of as- 
similating Western values and the 
English language rather than Sinify- 
i, ing themselves by relearning their long 
| forgotten Chinese. This step, according 
to Clammer, contributed to the success 
of Peranakans as colonialism became 
' consolidated in Malaya and Singapore. 
„If true, Clammer's thesis would ex- 
‘plain why the Peranakans are enjoying 
a revival in Singapore, where Western 
„values are still considered respectable, 
whereas they are fading out in Malay- 
sia where the English language is on 
the eclipse and where all Chinese — 
, and not just the Peranakans — are be- 
;«oming fluent in Malay. 

Perhaps, had there not been a strug- 

gle between the Chinese-educated and 
largely: leftwing section of Singapo- 
mean: Chinese and the English-edu- 
“cated and largely Western-oriented 
ones, the Peranakans may have just 
faded away. Of course, if the Left had 
won, it is hard to imagine a non- 
'Chinese-speaking Chinese community 
thriving in Singapore. 
,,The .dismal fate of 
Westernised groups 
in, Indian and Arab 
communities seems 
to.support this point. 
The Peranakan Jawi nd M 
(mixture of Indian E 
and Malay) anothers |i Mis 
version of the same |f exea 
group called the. 
Malacca Chettiars.- 
and the Peranakan. 
Arabs still exist in 
Malaysia and Singa- 
pore, but they are 
disappearing rather 
than asserting their separate cultural 
identity. | 

Qne can continue to debate the ori- 
gins and the reasons for the success of 
the Peranakan Chinese:in contempo- 
rary Singapore, but there can be little 
doubt that the community's culture is 
setto enjoy -a revival for some time to 
come. The refreshing thing about it is 
that it has been — and is likely to re- 
main in the future «a cultural revival 
unaccompanied ‘bythe type of 
exclusivity which causes social segre- 
gation. 

The cultural pride of the Singapo- 
redn Peranakans is similar to that of 
the Irish or the Polish in the United 
States. They tend to:express their cul- 
tural identity by displaying ethnic 
bric-a-brac in living rooms and eating 
out in ethnic restaurànts, often in the 
company of friends from! other ethnic 
groups. It is perhaps only natural that, 
Singapore, which is now more a de- 
veloped than a developing country, 
should give rise іо: а: cultural revival 
that has more in common with that of 
ethnic revivals inithe US than the 
much more antagonistic revivals that 
plague so many developing nations. 0 
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fision of order and the 


spectre of detribalising 


By Philip Bowring and V. G. Kulkarni 


As the ruling Peo- 
ple’s Action Party 
(PAP) celebrates its 
first quarter-cen- 
tury in power, there 
m vot has been an inevita- 
by its leaders pond- 
ering over the na- 
tions past and 
- peering into its de- 
stiny. On a similar occasion leaders 
elsewhere in the world would have re- 
called a glorious — even mythical — 
past that prophesied a manifest de- 
stiny for the distant future. But, inevit- 
ably in Singapore, these pronounce- 
ments reflect on the nation’s im- 
mediate past — the couple of decades 
of the post-colonial period — and pro- 
ject into the possible turn of events for 
the next couple of decades. 
Singapore is not weighed down by 


yo 
1 


236 


Schoolchildren; jubilee logo: conformity. 


the baggage of history, but nor does it 
have ancient myths and heroes to in- 
spire it. 
Minister S. Rajaratnam said in a recent 
speech to university students: "Singa- 
pore has no history to speak of. We can 
show the Raffles statue. I can tell peo- 
ple what we have achieved. Tomorrow? 
The MRT [the Mass Rapid Transit sys- 
tem]. Yesterday? Maybe, Lee Kuan 
Yew, that’s all.” 

The brevity of Singapore's existence 
as a nation — and even as a distinct so- 
cial entity — also has bred a touch of 
unease over its long-term future. While 
proudly hailing their record of turning 
Singapore into a prosperous city, the 


ble spate of speeches | 











As Second Deputy Prime | 


PAP leaders often caution that the 
continued success of the system cannot 
be taken for granted. Rajaratnamm 
after expounding the causes of the de- 
cline and decay of several world civili- 
sations and empires, warned students: 
"In the case of Singapore, the disaster, 
if it comes, must be total, irreparable 
and final. There is no second chance for 
us." In other words, big nations can af- 
ford big mistakes. Small ones are ever 
in danger 

Compounding the struggle for sur- 
vival is the fact that in 1965 sover- 


eignty was thrust upon a reluctant 
Singapore. Lee has said on many oc- 
casions that the British never in- 


tended to give independence to Singa- 
pore. Independence to local national- 


ists of the time meant an end of 
colonial rule and merger with the 
Malaysian federation. However, as 
Singapore merged with Malaysia m 
1963 and was cast out 
two years later, state- 
hood was forced upon 
its citizens who were 
thus given no choice 


but to believe that they 
could survive without 
the hinterland 


ll the same Singa- 

pore is not neces- 

sarily unique among 

the new nation-states 

carved out of older 

societies in the post- 

colonial era. There are some sover- 
eign lands smaller in size and popula- 


tion; there are others with more di- 
verse ethnic backgrounds. Unlike 
many other developing countries, 
Singapore was fortunate in that at the 
time of independence it had already 
emerged as a bustling city complete 
with an urban infrastructure and 
acknowledged as the centre of com- 
| merce, professional skills and educa- 
tion of the region 
But upon reluctantly uming 
sovereignty, the PAP leaders decided 
to circumscribe some of the tradition- 
ally successful building blocks which 
| can forge a strong national identity 





the primeval forces of religion, lan- 
guage, culture and a shared heritage of 
history however disparate these 
may have been. This was understanda- 
blein the context of a fledgeling nation 
surrounded by suspicious neighbours 
striving for internal stability, and the 


potentially flammable material ol 
competing chauvinistic attitudes at 
home. 


What began as a measure of expe- 
diency has evolved into ational 
trend. The historical ties of language 
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decline of the native languages was 
also a function of the rising import- 
ance of English, given the PAP's in- 
exorable efforts to boost economic 
growth. 

But however necessary, the policy 
had its drawbacks. The leadership 
came to be concerned that a popula- 
tion, devoid of its traditional moorings 
of language and religion, was being de- 
tribalised. So the policy of bilin- 
gualism — teaching the mother tongue 
as a subject in addition to English 
which is the medium of instruction — 
was born. 

A curriculum of moral education 
taught in English, but including the es- 
sential teachings of | 


various religions, 
was also started. As 
native languages 
are of little use 


in the working lives 
of  career-minded 
Singaporeans, there 
are doubts whe- 
ther they would re- 
tain the enforced 
fluency in their na- 


leaving high school. 
How much of Con- 
fucian ethics and 
Buddhist teachings 
taught in an alien 
language school- 
children can absorb also is debatable, 

Political ideology is another potent 
tool which can be used to unify a 
people. Communism, of course, is 
anathema to Singapore. The Lion City 
is a parliamentary democracy with 
periodic elections and an adult fran- 
chise. But the unchallenged predomi- 
nance of the PAP for 25 years has effec- 
tively stymied political opposition. 
Other democratic traditions — such as 
the right of assembly, a legitimate re- 
spect for political opposition and a free 
press — in practice have tended to 
wither. 

There may bea conflict here between 
Confucian ideals and a very real admi- 
ration for certain British institutions. 
Lee likes to hold forth in the style 
of a British parliamentarian, while 
viewing some of those same parlia- 
mentarian traditions with suspicion 
— at least in the context of Singa- 
pore. 

In the initial years of independence 
the PAP leaders were fond of calling 
themselves social democrats and the 
PAP was a member of the Socialist In- 
ternational. But unreconcilable differ- 
ences between the PAP and the 
Socialist International movement 
arose after continued allegations of 
abuse of human rights and the decima- 
tion of the trade-union movement were 
made against the Singapore Govern- 
ment. The PAP pulled out of the or- 
ganisation. 
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cribing t 

rations by pointing out the pitfalls in 
other systems. Unfettered individual- 
ity was not on as it led to excessive per- 
missiveness and decadent materialism 
as in the West. Trade-union militancy 
was shunned: learn from the British 
disease. Communist systems were inef- 
ficient: see the economic problems of 
the Soviet Union and China. Singa- 
pore could not afford the politics 
of language: see the travails of In- 
dià. 


j n terms of positive action, Singapore 
stressed law and order, stamped 
out corruption in government, instilled 
discipline and conformity in every- 
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day life, rewarded individual merit 
and fostered economic growth. 
The introduction of mandatory mili- 
tary service and the building of a 
sophisticated defence force was 
another plank to build a sense of pat- 
riotism. 

These measures have created a mat- 
erially prosperous Singapore which in 
turn added to the pride and confidence 
in being Singaporean. The nation was 
visibly more ordered and prosperous 
than its neighbours and the countries 
of its peoples’ ancestors — be they 
Chinese, Indian or Malay. If the nation 
did not have a natural homogeneity, 
one could be created, at least in politi- 
cal terms, to match that of the success- 
ful East Asian societies which the 
leadership saw as models. And if 
Singapore lacked the ethnic and lin- 
guistic cohesion of Japan or South 








quasi-Confucian vision of the leader- 
ship was not entirely in tune with the 
cultural traditions of the minority 
races: the inevitable linguistic and re- 
ligious pluralism of the Subcontinent, 
with an addiction to public debate and 


its .overlay of  British-derived 
legalisms, and. flexible and tolerant 
Malay traditions in which personal re- 
lationships may count more than re- 
sults. 

As Lee himself recently put it: 
"Some countries . . . place more em- 
phasis on the forms of government like 
democratic parliaments than the sub- 
stance of economic and social goals." 
He cited India and 
Sri Lanka as places 
where "intermina- 
ble debates are the 
proud тапіѓеѕіа- 
tions of demo- 
cracy" but the price 
for which was "less 
efficient govern- 
ment and less eco- 
nomic progress." 
On the other hand 
countries such as 
South Korea and 
Taiwan placed pri- 
mary emphasis on 
"order, stability 
and economic im- 
provement.” 

Critics may regard Lee's compara- 
tive analysis as selective. Israel, once a 
model for Singapore, manages to com- 
bine politicial pluralism and social 
liberalism with national purpose. 
Other critics say that Lee's idea of 
keeping politics in its place and sub- 
servient to economic goals is fine. But 
they say the increasing interference of 
the bureaucracy, in all manner of eco- 
nomic and social affairs, is obstructive 
to the attainment of these goals and 
that people have become the servants 
of politically based officialdom, not 
the other way around. 

There is little doubt that Lee's vision 
of Singapore places it firmly in the 
South Korea/Taiwan category (both 
chopstick societies) and puts order, 
unity and results before other qual- 
ities. Such priorities seem to have the 
consent of the majority — and cer- 
tainly the majority of Chinese. For 
though Lee has,waged a long war 
against Chinese cultural chauvinism 
insofar as it conflicts with his idea of 
the Singapore . nation-state, his 
philosophy owes much to Chinese 
tradition. Lee's philosophy and his vi- 
sion of a nation state is not shared by 
all Singaporeans, and is particularly 
subject to criticism from non-Chinese. 
But it reflects both a cultural tradition 
(the Confucian, idea of wise pater- 
nalism) and the,defensive nature of a 
small and vulnerable state which be- 
came a nation despite itself. п 
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OPPORTUNITY. Project financing with 
Banque Indosuez:a whole 
world of opportunities, oil 
field financing, but also natu- 
ral energy financing, mining 
and industrial financing and 
special transportation financing. 

Specialized teams master 
both highly technological fi- 
nancing and an intimate know- 
ledge of markets and indus- 
trial matters. Putting to work 
the most sophisticated legal 
and fiscal techniques, they build 
imaginative, original solutions, 
adapted to problems world- 
wide. 

Banque Indosuez project 
financing teams benefit, more- 
over, from technical and logis- 
tical support offered by an 
international network present =ч 
in 65 countries. 

An international French Jj 
bank, a bank with human di- 
mensions, Banque Indosuez is y 
active throughout the world in f 
the financing of major projects. f 

Banque Indosuez opens up 
a whole world of opportunities. 


BANQUE 
INDOSUEZ. 
A WHOLE WORLD 


CEST 














OF OPPORTUNITIES. 
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BANQUE INDOSUEZ 


Head c > OB boulevard Hanssmann - 7 5 ris 


THE IMPRINT OF 
QUALITY 


Only those who can guarantee quality 
and economy remain and grow. We 
have the determination and resources 
to provide quality on essential 
features. 

Some you will note the very first day: 
productivity, comfort, low fuel 
consumption. 

Others will become apparent with 
time: minimal machine down time, 
efficient service backup, low spare 
parts costs and finally high resale 
value. All this adds up to low 
operating costs and a good solid 
investment. 





Fiatallis: one of the most complete 
ranges of earthmoving equipment. 


Group Fiat: the imprint of success. 


With Fiatallis its prestigious suppliers: 


-Ò MICHELIN 


for the tyres 


for the plates and special plates 


REXROTH 


for the mechanical and hydraulic 
components 


Ð ZAHNRADFABRIK PASSAU 


for the transmissions 





FIATALLIS EUROPE S.p.A. 
Viale Torino 0/2 

10040 Stupinigi (TO) 

Tel.: 011/6397 1 
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The Excelsior, Hong Kona. 
The first word in business sense. 






















Hong Kong boasts almost 
as many fine hotels as it does 
camera shops. 


Why then, The Excelsior? 


Because The Excelsior 
strikes a brilliant balance between 
luxury and efficiency. 
And charges for it 
realistically, so that if 
your visit is to 
make money 
rather than 
to spend 
it, The == а Ы 
Excelsior isa sound wT 
business decision. 


You won't find an orchid or 
a chocolate on your pillow at The 
Excelsior. But, as a businessman you might 
sleep sounder, knowing there are stock market 
reports available, a 24-hour foreign exchange 
desk, international direct dialling, and a business 
centre that’s a lot more than just a token gesture. 


And of course, you could scarcely dream of a 
better location than The 
Excelsior’s — centrally 
situated between the 
commercial and the 
entertainment districts. 


The Excelsior, Hong Kong. 


A member of Mandarin Internationa! Hotels. 


Hong Kong: The Mandarin, The Excelsior, The Royal Garden. Macau: The Excelsior Bangkok: The Oriental, The ! 
Manila: The Mandarin. Jakarta: The Mandarin. Vancouver: The Mandarin. Singapore: The Oriental (1985). Kuala Lumpur: 
For reservations, call *The*feading-Hotels of th®World or your travel agent 


Oil and gas exploration and production ts one of few sectc 
where many separate pieces of supportive machinery are ‘strung 
together as an integrated whole; where each piece can be expost 
harsh environmental conditions, and consequently can stop a W 
chain of supportive operations. Therefore considerations such às 
toughness, reliability and safety are often as important as the des 
of sophistication where rolling bearing arrangements are concer 


©©' То achieve high performance and reliabili 
even simple components can demand 


a level of capability and technology that 
will stretch commitment to the limit?? 





Slewing rings swing 210.000 dwt and six 1.5-metre bearings. All of w 
Tazerka \ help the vessel to weathervane - 


swinging to minimize resistance Lo 
wind, waves and current. All are 
special-duty sealed bearings from 
RKS - slewing ring specialists ol 
SKF A spare 13.6-tonne main 
hearing in a 10-усаг protective 


Just off the Mediterranean Tunisian 
coast lies the 1.2-million-barrel Tazerka 
oil production, storage and off-loading 
facility operated by Shell-Tunirex. This 
integrated multi-well (max. 8) unit 15 one 
of some 150 custom-designed oflshore | 
system contracts carried out by 
Switzerland-based Single Buoy Moorings 
(SBM Inc.) 

[he floating unit is moored in 140 
metreslof water by a rigid yoke structur 


pack, weighing in total 17.5-tonnes, 
Is strategically positioned above 
the acting mum bearing 


attached to an above-water swn 
assembly. A tubular riser, pre-tensioned 
by the yokes submerged buoyancy tant 
connects the assembly to a seabed 
gravity base and acts as a support for 
product, control and service lines 
Ihe swivel arrangement includes а main 
1.5-metre diameter, 13.6-tonne triple-row 
| roller bearing of special steel, a similar 
4.2-metre/3.5-tonne turntable bearing 
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Fitting 69-tonne, I1-metre 
diameter propellers. 

Following the sharp fuel cost increases, 
full power operation was no longer 
economical for five Norwegian 
350,000 dwt tankers: Wind Escort, Wind 
Enterprise, Wind Eagle, Velma and 
Vanja. 

In early 1980, the owners decided to 
derate the ships’ power by changing the 
overall gear ratio, fitting new nozzles and 
diaphragms in the HP turbine, and by 
fitting a new fixed pitch propeller 
manufactured by Stone Manganese 
Marine of Birkenhead, England. 

The 5-vessel retrofit was carried out at 
the Arab Shipbuilding and Repair Yard, 
Bahrain, with improved vibratory levels, 
manoeuvrability and fuel usage as a 
result. 

Ihe 69-tonne, ! l-metre propellers were 
mounted using the SKF oil injection 
method. Pressure-injection of oil 
between the tapered tailshaft and the 
propellers mating surface considerably 
reduces the force needed to drive the 
propeller onto its seating. The oil 
pressure is then released and a heavy 
interference fit results. 

Safety critical components for 
North Sea helicopters. 


Forefront helicopter fleet operator, the 
30-vear-old Bristow Helicopter Group. 
is also in its 20th vear of North Sea oil- 
support operations. 

Of its nearly 200 helicopters working 
worldwide, a fleet of AS332L Tigers - 
Bristow advanced offshore support 
version of Aerospatiales 2-engine Super 
Puma - operates to rigs and platforms up 
to 300 nautical miles from its Aberdeen 
base. 

Bristow's on-the-job, all-weather 
experience went into the sophisticated 
navigation and other technical 
equipment fit, plus flight comfort/satets 
design, for this I9-passenger 268 km/h 
modified craft. 








Safety critical aerospai 

from SKF for basic Super Pum 
include planetary spherical ri 
bearings lor the epicvelic geart 
Sarma control rods an: 

airframe bearnes and A DR min 
instrument bearings 


KaMeWa keeps MSV positioned. 


"Keeping station" against wind, waves 
and current 15 а safety critical factor in 
Consate Oflshores Multi-purpos 
Support Vessel (MSV) Safe Karina 
[his semi-submersible platform, with an 
operational displacement of 14,560 
tonnes, uses any of 3 methods to stay 
accurately in position: х-ро! 
anchoring, anchor mooring ph 
automatic anchor assis 
aided dynamic positioning (DP) 

Marine propeller specialists KaMeWa 
supplied the DP propulsion units: 2 x 
1.500 KW fixed thrusters for the starboard 
pontoon, and 4 x 2,400 kW rotatah 
thrusters - one under each colum 





The thruster's torque transmission shat 
from the electric motor is supported 
heavy-duty self-aligning CC bear 
able to take up misalignment du 
pontoon resilience and hostile ton 
They are also used on the main thruster 
inputand propeller drive shatts 


- 


27T7T/S4E/MDA&P 


QF 





bos offers TEER chairs for First Class passengers. Plus the Original 
Qantas Business Class (now with adjustable leg rests). 
Plus the friendliest Economy service in the sky. ` 


So step aboard. There's only one way to fly to Australia: j 
And that's with the Australian airline. QANTAS 


THE AUSTRALIAN AIRLINE 








Westinghouse can help you 
provide electricity where you need it 
when you need it. 


A cost-efficient electric utility system begins with planning. It is 
through precise planning that proper system expansions can be made ¢ 
while at the same time minimizing capital and operating costs. 

Westinghouse has engineered the software packages you need to 
project growth and then develop the most cost-effective plan to meet it. We 
have computer-aided systems for generation, transmission, and distribu- 
tion planning. Our sophisticated software is user-friendly so it can be used 
by a utility's engineers or ours. It simplifies short- and long-range planning 
and provides essential answers to your design and specification questions. 

And we can help you implement your planning with a complete line 
of reliable generation, transmission, and distribution equipment. Quality 
equipment built on our worldwide reputation for technology. Technology which has been licensed to over 
100 companies in 43 countries around the world. 

For more information, contact your Westinghouse sales office in Singapore, Tokyo, Hong Kong 
Taipei, Seoul, New Delhi, Manila, or Sydney. 
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In the heart of Singapore's lush, 
green splendour lies the Shangri-La. 
Set in its own Garden of Eden within 
this garden city. 

It is a paradise of beautiful 
blossoming balconies. Of well 
appointed rooms, impressive interiors 
and fine restaurants. Of superb 
recreational facilities, including tennis 
and squash. Of warm welcomes and 
thoughtful touches. Everything that 
puts the Shangri-La in the ranks of 
the world's top hotels. 
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A political evolution . . . 


Singapore: Struggle For Success by 
John Drysdale. Times Books Interna- 
tional. S$45 (US$20.50). 


he timing of this book is intentional. 

It coincides with the 25th anniver- 
sary of the continuous rule of the Peo- 
ples Action Party (PAP) under the 
same generation of ministers. It is à 
year of celebration in Singapore of its 
impressive economic success. The book 
is correspondingly a book of celebra- 
tion of the success of the PAP. 

The author concentrates on the 
period between the immediate post- 
World War II years and independence 
in 1965. The years after independence 
are cursorily covered. The rapid indus- 
trialisation and economic growth is 
presumably too common knowledge to 
deserve much attention, However, the 
importance of this success, of course, is 
given symbolic prominence in the very 
title of the book. 

The central theme and focus are the 
initial emergence of the PAP, the sub- 
sequent internal struggle between the 
pro-communist and moderate fac- 
tions, the demise of the former and the 
triumph of the latter. The general out- 
line of this “marriage of convenience,” 
under the common aegis of anti-col- 
onialism — and of the inevitable final 
parting of ways — is familar to Sin- 
gaporeans who are older than 45; 
vaguely remembered by those 10 years 
younger, and unknown to those below 
25. This stratification of the Singapore 
leadership is significant. 

Judging by the private and party 
material made available to the author, 
it may be assumed that it is an offi- 
cially sanctioned book. There is thus 
much speculation that his work, celeb- 
rating the victory of Prime Minister 
Lee Kuan Yew and his colleagues, is 
used as a way to cap the glories of the 
first generation PAP ministers; that, in 
other words, Drysdale is merely the 
“hired hand” for the job. This reviewer 
believes otherwise. 

Even with due consideration given 
to the instances in which "legalised 
muzzles" were placed on the pro-com- 
munist factions — particularly the 
arbitrary arrests under Operation Cold 
Store — the achievements of Lee's gen- 
eration are well recognised and en- 
shrined in history. There can be no 
other judgment. The failures of sub- 
sequent generations will only intensify 
the veneration forthis first generation. 

Yet this possible decline in the hands 
of younger Singaporeans is precisely 
the source of anxiety of the first gener- 
ation, and indeed of all Singaporeans. 
Within this contéxt, the book's pri- 
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mary objective must be to inform the 
young of the intense commitments that 
communists have to their causes, and 
the diligence with which they are will- 
ing to spread them among the politi- 
cally “idealistic” and “naive.” As Lee's 
cohorts fade from the political scene, 
they deem it necessary to forewarn the 
younger generations of the ever-pre- 
sent, ever-alert communists, lest the 
economic "miracle" be undermined 
from within. 

So read, one of the most important 
figures in the book is the “Plen.” .. 
(short for plenipotentiary), He 1 
was sent to Lee in 1958, a year / 
before the first overwhelming 
victory of the PAP at the ballot 
box, “to re-establish coopera- 
tion in the united anti-colonial 
front." Upon Lee's request, the 
Plen effected the resignation of* 
a pro-communist City Council 
member of the Workers’ Party as~, 
proof that the Plen was a true 
communist with clout. 

This stands as concrete evi- 
dence of the hidden power of the 
communist underground. It also 
reduces scepticism among many 
readers that the PAP is merely 
using the communist bogey man 
to keep the political lid on the 
population and to perpetuate its 
rule. (The presence of the Plen 
has been reiterated in-Lee's re- 
cent parliamentary speech in 
which he laid bare his government's 
rationale to institutionalise constitu- 
tional non-constituent opposition MPs, 
if opposition parties fail to win up 
to three seats in future general elec- 
tions.) 


E if the intent is to teach Singa- 
poreans an object lesson, it must be 
said that Drysdale is indeed one of 
Lee's admirers. Consequently, 


the 


Raffles statue; PAP Left: sterling 


book has a tendency to exaggerate his | 


infallability. This is most apparent in 
the account of the "expulsion" of 
Singapore from the Malaysian federa- 
tion. Blame is placed ón everybody, 
especially on the Malaysian Chinese 
Association (MCA), but also on Lee's 
colleagues — for example, the an- 
nouncement of the PAP's mtent to con- 
test the first general election in Malay- 
sia. 

In hindsight this appears to be an in- 
opportune move. The author empha- 
sises that it was a major decision taken 


when Lee was leading a Malaysian del-' 


egation on a tour of 17 African coun- 
tries. As if to allay all doubts, the au- 
thor insists: "There is evidence that the 
decision had in fact been made by the 




















qualities. 
party in Lee Kuan Yew's absence." Lee 
and Goh Keng Swee came through the 
separation episode as vicims of the 
United Malays National Organisa- 
tion-MCA special relationship that 
frustrated their effort to forge a truly 


Malaysian Malaysia 
As an object lesson, this book failsin 


one important particular: it does not 
satisfactorily account for why indi- 
viduals of "sterling qualities" were 
willing to be open-front supporters — 
even puppets ої the communist 
underground. Many of the key figures 
do not appear in the list of individuals 
interviewed by the author and ap- 


pended to the text. This may or may not 
be intentional as it is possible these in- 


| dividuals were unwilling to be inter- 


viewed. Nevertheless, the consequence 
is that little is known about the Left's 
motivation. One cannot help but feel 
that their side of the story remains to 
be told. 

One is left with the impression that 
the only significant differences be- 
tween the pro-comimiunist and the 
moderate factions was that the former 
believed in a violent overthrow of the 
colonial government and the latter in 
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The best way to enjoy 
our flights to 
Switzerland is at full stretch. 


Because it’s nice to stretch out when 
you're sleeping, you'll find something 
more comfortable than ordinary seats 
in the First Class compartments of our 
B-747s and DC-10s: luxurious Slum- 


PARIS LONDON 


berettes which can be adjusted to al- 
most any position you want at the 
touch of a button. 

But even in. the most comfortable 
position you can't go to sleep on an 
empty stomach. So we pamper you 
with choice delicacies accompanied 
bv first-class wines, champagne and 
a large selection of brandies and 
liqueurs. And mealtimes are the only 
occasions when we ask vou to do 
something a little bit difficult: choose 
one of the three main meals. 

If vour bedtime rituals include 
some reading, vou can turn to à par- 
ticularly. wide range of newspapers 
and magazines. 

Instead of counting sheep, you can 


let yourself be lulled to sleep by one of 
the eight music programmes. Or have а 
drink to help vou nod off peacefully. 
Not only can you snooze away in 
the land of dreams your flight to Switz- 


* 


TRE Lone CHAR, 





erland, but any flight from Switzer- 
land to North and South America, 
East, West and South Africa or to the 
Far East. 

In our short-haul aircraft, the A310 


and DC-9, flying to 48 European cities, 


you won't find any Slumberettes, but 
on the other hand the service is so first- 


class it would almost be a pity to sleep. 


through it. 
Which is another way of saving that 


the First Class - like the Business ^ 


Class and the Economy Class - is to be 

found in every single Swissair aircraft; 
Have a good flight, bon appétit and 

enjoy yourself. And good night. 


swissair 
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forced з q fact that the PAP has 
laid claims until this day to being 
a socialist partv — though this claim 
is now tarnished in view of its switch 
from principles of social justice to 
those of meritocratic inequality as 
the formula for economic and social 
development. 

Another flaw of the book is typical of 
history of this genre. This kind of 
"great-men-great-events" history in- 
variably fails to give sensible accounts 
of the sentiments and motivation be- 
hind the actions of common citizens, 
The author goes as far as to consider 
the common citizen as essentially 
either unintelligent or irrational: 
"Moreover, arguments, beyond a cer- 
tain range of susceptibility, are not 
willingly assimilated by ‘the masses’. 





YW Oy ic TI 
"ssion is ‘Further. Tein- dis 


"clear example of Drysdale’ 
ee р 722418 EF ш: | 
The author. ыле, locates the 
turning point in the struggle between 
the PAP and the breakaway Left fac- 
tion, the Barisan Sosialis, as the deci- 
sive battle for merger with Malaysia in 
1963. He was unable, however, to give 
a satisfactory explanation for why the 
people overwhelmingly voted w ith the 
PAP in favour of merger in the referen- 
dum. The referendum was a gamble 
which the PAP had no choice but to 
undertake. It was nervous about the 
outcome whereas the Barisan was op- 
timistic. 

Thus, amid all the lengthy descrip- 
tion of the grassroots agitations of the 
barisan, said to be in control of the 
unions, the Chinese student radicals 
and ex-PAP members of most party 
branches, the way the people voted re- 
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China's thirst for freedom 


Intellectual Freedom in China After 
Mao by Liang Heng and Judith Shapiro. 
Fund for Free Expression, New York. 


US$10. 

On. on the future of Hong- 

kong point at the changing face of 
China: pragmatism, business sense 
and a desire for higher living standards 
have left ideology behind, they claim. 
And up to a point they are right. China 
is a more pragmatic and, dare one say 
it, freer place than it was 10 years ago. 
But do freedom of expression and eco- 
nomic liberalisation necessarily go 
hand in hand? ғ 

This excellent, study, based on 
exhaustive documentation, is one of 
the first books to address this question 
seriously. It d ot take what is writ- 
ten and said in China on face value, but 
interprets, as one must in totalitarian 
societies, what lies behind the public 
facade. 

What did Deng Xiaoping himself 
mean when he said (in 1983): "In men- 
tal endeavours as complicated as liter- 
ature and art, it is absolutely essential 
for writers and artists to utilise totally 
their individual creative spirit. Writers 
and artists must have the freedom to 
choose their subject matter and 
method of presentation based upon art- 
istic practice and exploration. No in- 
terference in this regard can be permit- 
ted. " 

It appears that he méant more free- 
dom of expression for individual art- 
ists than Chinese have ever had before, 
at least since 1949. This is certainly 
how optimists would read it. In the 
same speech, however, Deng said: 
"The sole criterion for deciding the 
correctness of all work should be whe- 
ther that work is helpful or harmful to 
the accomplishment of the Four Mod- 
ernisations . . . Writers and artists 
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as 


‘should portray pioneers in the Four 
Modernisations drive . . . Writers and 
-artists should use the pioneers’ new 
images to whip up enthusiasm for so- 
cialism among our masses.’ 

' What he seems to mean, in sum, is 
highly contradictory: he wants a thriv- 
ing economy without its natural con- 
comittant, “bourgeois liberalism.” 
This dilemma lay at the heart of the 
"anti-spiritual pollution campaign" of 
1983. It is in their analysis of this often 
bizarre campaign that the authors of 


Building Shenzhen SEZ: China's changing face. 


this book have made their greatest 
contribution to the understanding of 
post-Mao China. 

For they are surely right when they 
point out the link between the new eco- 
nomic policies and the ensuing cam- 
paign against the materialistic spirit, 
officially described as "looking for 
money in everything." The Works of 
Deng Xiaoping, published in July, 
1983, were used to criticise "unhealthy 
tendencies creating capitalist civilisa- 
tion instead of socialist civilisation." 
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y much an unexplained p 
zle. Lee's statement on the victor - 
“they [the communists] Ev 
they have the masses but the fur 
thing is that they do not have they 
when it finally comes to the awful 
ment of truth” — adds nothing té 
understanding of the hearts and min 
of common Singaporeans. The "es 
tially unintelligent and irratior 
masses” had acted rationally; that, а 
least, is how their votes in fave of 
merger and the PAP must be read By 
the author himself 
The history of Singapore from t 
ground up remains to be written bul 
there is no denying Drysdale has pi O- 
vided much of the necessary 
now unavailable — primary material 
For that alone, the book will be in use 
for a long while by professional and lay 
individuals — CHUA BENG HUAT 


—— i 


The crackdown on economic crimes йа 
the late spring and summer of lasts 
were immediately followed by ti 
cisms against materialistic tendencies. 
in the arts. : 
In other words the leaders of "sos 
called communist China," to use URI 
ed States President Ronald Reagan's 
phrase, want to have their cake and eat 
it too: a liberal economy in a "sociali 
spiritual civilisation." If such a thingis 
possible, it has not yet been aes 
complished anywhere else in he 
world. Indeed, the example of pragma 
tic, post-Mao China, clearly shows а 
material incentives, growing p 
ity and a more open policy towards the” 
outside world automatically bringe 
"spiritual pollution.” 
One could me 
that the combination 
of strict social cone 
trol and capitalist en- 
terprise has worked 
wonders in Taiwan 
and Singapore. I jS 
just possible that 
rather success 
kind of Chinese aus 
thoritarianism might 
replace the more 
ideological socialist | 
4 
E 





civilisation in China: 
Typically, — though; 
the present leaders of 
Singapore too are 
worried about the | 
threat to their "rugs 
ged” ideals of some- 3 
"spiritual pollu- 3 


| 


thing very similar to 
tion." 

Despite their devastating critiqueon 
the repression of freedom in China, the 
authors conclude their study on what 


к\н! iA | 


they term “a cautiously optimistic" 
note: “greater intellectual freedom, or 
at least the thirst for it, cannot help but 
accompany modernisation and the 
new emphasis on education and _ 
skills.” Perhaps. But this thirst may be 
stronger than China's leaders are able 
or willing to slake. — IAN BURUMA 





t 0 ft газ ‘are i among the 
stt i beet Govern- 


1 Sèt nee to add to 
erd inand aN Marcos’ ; Ratis 


0 рас SER Бет new tax TRA 
eso float will be to pum inflation 


for price increases on a wide 
of consumer ко and services. 


: es — both business cronies and 


ilippines’ letter of intent - == 
line of. the economic adjustment 


finister Cesar Virata, accord- 
locuments made available tothe 
ie stiff conditions being im- 
imed at reducing gove 
ding while promoting exports. 
er, the short-term. adjust- 








| will make life more difficult 
unpalatable measures, negotia- 


luling of almost half the country's 
ign debts have not proceeded 
oothly as Manila officials had 
. During the first week of Oc- 
top Philippine monetary offi- 
-Virata (who is also finance 
er) and Central Bank of the 
ippines Governor Jose Fernandez 

lowed discussions with IMF offi- 
$ in Washington with negotiations 
e 12-bànk Advisory Committee 








gn commercial lenders. 





Я п Washington апа Јоѕе Galang in Manila | 
| exchange rate for the peso. A package | 
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of measures adopted with IMF agree» 
ment in June NS 14 J une) i in cons 


an effective moli: Gered e rate 
system. (US dollar trading was sus- 
pended in October 1983 after the peso 
was devalued to P14:US$1 from 





E 


moratorium was imposed on there- 
payment of all foreign debt and the 
central bank required banks to turn in 


all their dollar holdings so they ee 


be allocated for priority imports.) | 
The Philippine letter of intent agreci 


to dismantle these so-called June mea~- - 
in revenue 
caused by removing taxes included in 
these measures, Hine ае ice | 


sures. To offset losses 


TOTAL PHILIPPINE FOREIGN DEBT: 


M (US$ million) - 


By type of debt 
Non-monetary | 
Public 
Private i 
Banking iier 
Central bank. - 
Commercial banks 


. Bycreditor 


` Commercial banks 


|. Other financial institutions | 


Suppliers - 'edit 
Multilateral 
f , inci. IMP 


"шс: Japan à E d 
| United S ates 28 


*At E ation of mor atorium on loan repayments, 17 


October 1983. 
Source: TMF. 





impose new taxes to raise рв billion 


` (US$444.4 million) for the 1985 budget 
period. Of the amount, some P7 bil- | 


lion, or 87.5% , will be raised from sales 
and excise taxes on such non-essential 
products as cigarettes and liquor. An 
increase in the specific tax on petro- 
leum products is expected to generate 
an additional 2650 million. | 

The June measures (which coincided 
with another peso devaluation to 
P18:US$1) were aimed at correcting a 
budget deficit which was running 


much higher than targeted under сот- 


mitments to the IMF — 1.5% of gross 


national product for the yéar. The 


threat of a huge deficit became appa- 
rent when the level of imports showed 
a marked decrease, resulting in very 








| vers interpret the move as the start of 
































































© Specifically, the June measures. 
some of which have alréady been re- 
moved, included: a 30% "economic- 
Stabilisation” tax {collected on 
windfall profits of exports resulting 
from the peso devaluation); a 10% ex- 
cise tax on purchases of foreign ex- 
change for non-priority imports and 
service payments (including travel and 
interest payments), and a reduction of 
the 100% surrender of banks’ foreign- 
exchange holdings to 80% (the amount 
retained could be used for trading in 
the foreign-exchange market). These 
measures, combined with a doubling to 
10% in the ad valorem surcharge on 
imports, are to be scrapped entirely 
under the IMF standby conditions, 

Aside from the official rate of 
P18:US$1, two other exchange rates 
surfaced after the June mea- 
sures: P19.80 after imposi- 
- tion of the 10% excise tax on 
sales of foreign-exchange 
for use in non- priority im- 
| ‘ports, and P23-24 in the 
~~ black market which later fell 
substantially as banks start- 
ed using the 20% of foreign- 
exchange holdings they were 
allowed to retain. 


he measures apparent- 
ly have helped the gov- 
ernment check the 
сол. inthe budget deficit. 
Estimates made by the Trea- 
sury indicate that the favour- 
able effects of the peso de- 
. valuation on exports and the 
expected. expansion in im- 
ports should boost govern- 
ment revenues sufficiently 
to TN the deficit well below the P 7.7 
billion targeted for the full vear. 
However, most economists felt the 
measures hampered efforts to boost 
exports. Also, the added costs of im- 





ported inputs have contributed to in- 


flation which has remained high — at 
the end of August the inflation rate 
was 60.4% on an annualised basis. The 
high effective levies on imports, it is 
also argued, are making local indus- 
tries uncompetitive: 

On 2 October, tráding on the local 


foreign- -exchange market resulted in a 


small drop іп the peso rate to 
P18.12:US$1, which fell further to 
P18.21:US$1 two’ days later. Obser- 






the unificat »f 
rates. dn t 





were in place, the black-market rate 
was kept steady at P20-20.50, as strict 
control over the “grey” market traders 
was enforced by a task force operated 
by the military and the minister of 
trade and industry. 

The rate went up only in late Sep- 
tember when top government officials 
were declaring definite plans to return 
to a single rate. Marcos even admitted 
during a conference with leading busi- 
nessmen on 20 September that another 
peso devaluation was a possibility. 

The government already has halted 
collection of the 30% stabilisation tax, 
A final announcement abolishing the 
June measures and reducing the 10% 
ad valorem import surcharge is ex- 
pected before the end of the year, in 
time for the first review of the expected 
18-month standby credit programme 
— if it goes into effect this month. The 
Philippine negotiators are in a race 
against a 16 October “deadline” by 
which time the debt-repayment 
moratorium will have been in place for 
one year. A fifth 90-day standstill will 
be requested from the banks if no 
agreement is reached by that time. 

The moves are expected to push up 
inflation again, though a float of the 
peso to around P20.50-22:US$1 may 
not contribute much to that, according 
to economists. What could spell the big 
difference is the spill-over effect of the 
planned increase in the specific tax on 
petroleum products. 

Of the retail price of petroleum pro- 
ducts, 31.7% goes to the government in 
the form of specific tax, ad valorem 
duty, and a levy intended for a special 
fund for the oil industry (though a big 
part of it goes to the general fund of the 
national government, according to in- 
dustry sources). Any increase in petro- 
leum product prices instantly trans- 
lates into higher prices for other con- 
sumer goods and transport. 

Overall, the inflation rate, according 
to IMF projections, should rise to 65- 
70% soon after the peso is floated. The 
rate is forecast to ease somewhat to 40- 
45% by the start of 1985 and level out 
at 20-25% for the rest of the year. 

On top of the predictable negative 
reaction from consumers, the stiff con- 
ditions on the IMF-supported econo- 
mic programme are also expected to 
fire up the political opposition whose 
tactics at the legislative Batasang 
Pambansa succeeded in trimming the 
proposed national. budget for 1985 
from P67.3 billion to P66.1 billion 
shortly beforeit was approved on 5 Oc- 
tober. 

The 1985 budget; in its orginal form, 
contained no new tax measure, as de- 
clared by Marcos. when he introduced 
it to the assembly in July (REVIEW, 9 
Aug.) The revenue-raising measures 
for.1985 agreed upon between the IMF 
and Virata, therefore, will have to be 


utis. 





implemented through the controver- 
sial decree-issuing powers of Marcos. 
The IMF is pleased with the recent 
removal of tax exemptions for state 
corporations, another element of the 
Philippine economic programme. The 
move, expected to yield some P1 bil- 
lion in revenue, covers such state firms 
as the National Power Corp., Philip- 
pine National Oil Co. and National 
Food Authority. However, a flexibility 
clause in the presidential decree order- 
ing the move allows the partial or full 
restoration of the tax exemptions 


when necessary. 
G sured that this provision will be 
invoked only in cases where pri- 
vate groups cannot handle a particular 
job and imposition of the tax — as in 
the probable case of fuel oil imported 
by the National Power Corp. —. will 
have an adverse public impact. 

The IMF also has asked the central 
bank to keep the level of currency in 
circulation around P30 billion. Fer- 
nandez had earlier said that the target 
was to maintain a downward slope in 


overnment officials have as- 





currency growth though there was no 
specific level set. In fact, central bank 
figures show that in the week to 6 Oc- 
tober the reserve-money level was 
around P28.7 billion, a significant drop 
from P36 billion in August when 
emergency advances were made to 
banks hit by massive deposit with- 
drawals. 

The IMF also has restricted credit 
specifically to the state-owned Philip- 
pine National Bank (PNB), which had 
run into serious problems with bad 
loans. The credit ceiling to PNB now 
stands at zero and its eventual rise, the 
IMF has required, will be made on the 
basis of performance. A big portion of 
financing extended by the PNB to gov- 
ernment-favoured parties in recent 
years with the help of government 
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Police confront strikers last month: тоге trouble оп the way? 


5 e : 
guarantees have turned sour; and ‘he 
bank has recently foreclosed_on | 
of its bigger investments in mg pin 7 


manufacturing. «s 
Taxes to be itfiposed ` ^on al 
monopolies could be a test of Be" 


ment intentions. In the past, levies on _ 
the coconut industry, for exe 7 
were passed on to farmers, leaving i 
monopoly unscathed,  Ғигіһеги 
the sugar industry. is already 
under the effects of, worl 
prices that are lower than local. pre 
duction costs. The IMF condition tal» 
lies with the World Bank call for. 
Philippines to adjust pricing and; 
keting structures in.agriculture asp 
of the bank-financed. structu 
justment loan for the а rica ME 
tor approved in Ра д4 

The IMF estimates, that the F 
pine GNP will show.a decline of 
in real terms this year and remain 
stationary in 1985.. The current ES 
count deficit will be about US$1. 5 bi 
lion this year and US$1.1 bil on in 
1985, according to fund projections, 
The ratio of current-account defie eit 1 а 
GNP is forecast to go down from 8% If 






















1983 to 4% this year and 2% in 1985, 
Meanwhile, in the latest modif 
tion to the overall debt refinaneing 
package, the IMF has proposed that 
the Philippines’ combined ree НЕ 
gap of US$4.3 billion, including. 
servicing, estimated for 1984 and 191 
be met by US$1.65 billion of co 
cial loans and US$2.65 billion in net 
cial credits and loans. Originally, the 
fund asked for commercial loans of 
US$1.65 billion for 1984 alone. Ном 
ever, owing to the reluctance of the 
banks to come up with the amount 
(REVIEW, 4 Oct.) the fund is now 
suggesting the amount to be spread 
over 1984-85 and has requested the 
United States, Japan and the World 
Bank to make available an additional 
US$1 billion in credit. n 
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Debits for deposits 





Burma seems ready to turn to European companies for 
direct financing to develop new offshore gas finds 


By A Correspondent in Rangoon 
fter years of trying to avoid any 
major increase in direct foreign in- 

vestment, Burma has recently begun to 

step up efforts to attract the large sums 

of foreign capital needed to develops 
offshore natural gas deposits discover} 
ed in the Gulf of Martaban. The pros 
ject, requiring an outlay of more tha 

US$1 billion, is being accorded top! 

priority by the Burmese Government, 

despite the more accommodating po- 
licy the country may have to adopt to 
attract the foreign funding required. 

With its modest external debt of 
around US$1.8 billion already eating 
up in debt servicing about a quarter of 
all earnings from the country's limited 
range of exports of rice, teak and min- 
erals, Burma had hoped to find most of 
the finance for the Martaban project 
from one lender — the Japanese Govern- 
ment. However, it appears the spread of 
investment sources will have to be wider 
than the Burmese had hoped. 

As with other natural-gas dis- 
coveries both onshore and offshore in 
Burma, the discovery of the Martaban 
gas field in 1982 resulted from the con- 
tinuing search for oil. Since local oil 
production began dropping below the 
self-sufficiency level of around 30,000 
barrels a day in 1978, those efforts 
have intensified but have so far proved 
fruitless. 

Of all economic issues in Burma, 
energy is one of the most secret. After 
assuring the public that the country 
was well-endowed with energy re- 
sources, the government is having to 
contend with complaints about long 
queues at petrol stations and shortages 
of kerosene for cooking. “The govern- 
ment is in a difficult situation,” com- 
mented one diplomat. “Results are 
needed now from all the exploration. 
Burma needs more power because of 
the rise in population.” 

Discovery of the Martaban field fol- 
lowed the establishment of the Burma 
Petroleum Co. as a 60:40 joint venture 
between the state-owned Myanma Oil 
Corp. (MOC) and the Japan National 
Oil Co. in 1979. Although the estimated 
reserves have not been disclosed, it is 
understood Burmese estimates based 
on tests of two gas-bearing wells sunk 
in Block 6 of the Martaban grid in 1982 
are in the region of 5-8 trillion ft?. Ja- 
panese geologists put the figure at a 
more conservative 3 trillion ЁЗ. 

Burma approached the Japanese 
Government in 1983 for financing to 
develop the Martaban deposits. Al- 
though interested, the Japanese made 
any financial backing conditional on 


——— 
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the results of a feasibility study. Ran- 
goon apparently thought the ‘study 
would take too long and itis probably 
for this reason the government decided 
to approach European countries to try 
to obtain funding more quickly. 

These approaches are believed to 
have been made formally when Minis- 
ter of State Corporations (heavy indus- 
tries, energy and  petrochemicals) 
Maung Cho visited Austria, West Ger- 


many, France, and Norway in De- 


cember 1983. There is speculation in 
Rangoon that he also visited the World 
Bank in Washington on his return via 
the United States. In any event the US 
stopover was followed by the arrival of 
a World Bank official in Rangoon in 
early 1984 to do a pre-feasibility study, 
according to industry sources. 


G overnment plans for the Martaban 
project published by MOC in Sep- 
tember 1983 are understood to esti- 
mate the total project cost at US$1.3 
billion. Key components include the 
setting up of a methanol plant, a urea 
plant and two ammonia factories to 
process the natural gas. The plans also 
call for the construction of two gas- 
fired power stations of as-yet un- 
specified capacity. Other major costs 
will be a production platform and a 
pipeline to bring the gas ashore. 
Although no country, company or 
institution has yet publicly declared an 
interest in participating in the Marta- 
ban project, several names already are 
being linked with various elements of 
the plan. According to diplomatic 
sources, the World Bank is being ap- 
proached to finance the gas well, while 
the Norwegian Government is appa- 
rently interested in financing the pro- 
duction platform. It is understood that 


the Asian Development Bank (ADB) 


has been approached: to finance the 
underwater pipeline: : 

Several companies ‘have shown an 
interest in setting;^'up the urea, 
methanol and ammonia plants. The 
firms thought most likely to be in- 
volved already have built several fac- 


tories to process gas from Burma's ón-: 


shore fields. Industry sources say 
state-owned Voest Alpine of Austria 


| and Uhde, a subsidiary of the West 


German conglomerate, Hoechst, are 
keen to form a consortium to construct 


the plants, with financial backing pro- 


vided by government-backed banks in 
the two countries at commercial, 
rather than concesstonal, rates. 

A report in European Chemical 
News this year:said that the Burmese 
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Ree lated talks with two RED be T 


proposed world-scale ammonia, urea 
and methanol complex. journal 
noted that talks had been adjourned 
pending a search for a new site because 
of difficulties presented by the loca- 
tion PIC favours. ` 

PIC wants to develop a site on the 
eastern banks of the Irrawaddy Delta, 
but the two companies are not keen on 
the proposed location as the delta soil 
is soft and would involve extensive pil- 
ing before the complex could be built, 
The consortium would prefer to place 
the complex on the western side of the 
delta at the end of the Arakan hills 
where the ground is firm, simplifying 
site preparation. 

Project financing for the Martaban 
complex was almost certainly one of 
the priority topics for discussion with 
host countries during Burmese leader 
Ne Win's trip to Europe this year 
which included West Germany, Aus- 
tria, Switzerland and an abruptly 
curtailed visit to France. Although the 
results of the trip are still the subject of 
speculation among diplomats in Ran- 
goon, it is considered highly unlikely 
that any government or institution 
would have been willing to commit 
funds unconditionally before a full 
feasibility study. is | completed. 
"Everyone must wait for the results of 
a feasibility study," commented one 
diplomat. “It would be dangerous to 
commit money to work on the Marta- 
ban project before the study is done.” 

However, even.if the World Bank, 
the ADB, and the governments of West 
Germany, Austria and Norway are 
willing to finance part of the Martaban 
project, the sums involved are consi- 
dered unlikely to reach the minimum 
US$1 billion .required. Although 
Burma is likely to.ask for export cre- 
dits; interest rates will be a problem. 

"Burma has a debt problem and it is 
big compared with the size of the econ- 
omy,” the diplomat;said. “The export 
value of rice is dropping as well at the 
moment. The Burmese Government 
may ask Japan-again. Japanese firms 
are still interested. in liquefied petro- 
leum gas E other gas pro- 
ducts.” 

While Burma waits to see whether 
the Martaban project takes off, gov- 
ernment corporations are pushing 
ahead with onshore gas-development 
projects for local;use.and export. Voest 
Alpine has almost completed a US$30 
million project extending a 20-year- 
old Japanese-built'urea factory at Sale 
in the Chauk oilfield near Pagan. The 
180 tonnes-a-day' plant started initial 
production in June — two years late as 
a result of cement shortages — and is 
expected to reach. full. production 
around the end. of..: November. Burma 
still imports halt. its chemical fertiliser 
needs. 

On the other beni of the Irrawaddy 
opposite the Chauk. field, Mitsubishi 
Heavy Industries of Japan is building à 
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Ne Win: priority topic. 


two-stage US$62.5 million LPG- plant 
in the Man gasfield which is expected 
to produce 1,000 tonnes annually when 
the first stage is completed in 19885. 
Completion of the second stage in:1989 
will take the yearly capacity to 4,000 
tonnes. The LPG will be transported 
downstream by barge from Man to 
Syriam for transfer to ocean-going 
vessels. All production will be. ex- 
ported by Mitsubishi with some of the 
LPG destined for Japan. 





B: Voest Alpine and Uhde are 
involved in plant. construction 
downstream near Prome. Voest Alpine, 
in conjunction with Lurgi of West Ger- 
many, began construction of a 450- 
tonnes-a-day methanol plant at 
Seirtha in late 1983. The project is ex- 
pected to be completed in late 1985. 
Methanol produced by the US$42 mil- 
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| investment for so long, government 
| ministers must be feeling a little bezê 
| mused at the task of attracting inves | 

































TP plant will be moved by DAMAI 


downstream to Svriam for 


expe rt. 1 
Overseas marketing is being arranged 
by Voest Alpine Intertrading. the trad- 
ing subsidiary of Voest Alpine. Japan s 
is expected to be the major market for 
the methanol, used in plastics and) 
pharmaceuticals manufacturing. | 

Uhde is currently building an am- _ 
monia-urea plant at Kyauzua, also пеар i 
Prome. The plant's annual productions 
of 200,000 tonnes of urea will be used 
domestically to reduce imports ob] 
chemical fertiliser + 

However, while a sizable share obw 
Burma's natural-gas production WH 
be processed in future, the government 
has steadily built up the country's eleda 
trical power generation capacity using 
gas-powered turbines. Since 1971, 
Electric Power Corp. (EPC) has instale 
led 15 imported 20 mW gasturbine setsi 
at. "power stations on вазе 
throughout the country. Gas turbine | 
power presently accounts for about) 
40% of Burma's total electricity gener 24 
ation capacity and 47% of the EPOS 
generation capacity 

Burma is placing great hopes on the 
development of the Martaban proje ct 
and the government is unlikely to 
spare any efforts in promoting the pre Ji | 
ject overseas However, with all mai 2 
sources of financing insisting tha "ў 
feasibility studies be carried out, ар 
pears the Burmese will have little ops 
tion but to agree if the deve lopment of | 
the deposits is to go ahead. After have 
ing shied away from seeking foreign 


ors whose influence they still may havê 
reason to fear 


The wells running dry i 


Australian oil explorers decide small may be better | 
following some disappointments offshore a) 


By Hamish McDonald in Sydney 


ustralian oil explorers have come 

down with a bump this year from 
visions of a major new oil discovery in 
the Timor Sea, but are consoling in- 
vestors with a run of micro-sized but 
profitable finds onshore, 

The biggest disappointment for the 
resources sector in some years has been 
the poor follow-up to the exciting oil 
discovery in August 1983 at the Jabiru 
field in the Timor Sea by a seven-com- 
pany consortium led by the Broken 


Hill Proprietary Co. (BHP). The 7,500 | 


barrels-a-day (b/d) flow from the Jabi- 
ru 1A well led to speculation on a field 
totalling perhaps 1 billion barrels, 
though the BHP group refrained from 
talking up its prospects. 

Even so, BHP indicated that Jabiru 
contained at least 200 million barrels, 
and the federal Bureau of Mineral Re- 
sources agreed. The consortium (which 
includes BHP Petroleum, Weeks Aus- 
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tralia, Ampol Exploration, Noreen, | 
Noranda Australia and Brenda Mines)? 
began preparations for production at 1 
about 80,000 b/d starting in late 1985. 
putting down de "positis on equipment 
and awarding a A$5 million (0554 U 
million) engineering contract to Davey s A 
Mckee Pacific 

Three follow-up wells at Jabiru — 
however, have been plugged апа aban= 
doned after only minimal oil shows, 
The BHP group has deferred its deves 
lopment plans, presumably writing off 
some of the money it has laid out, and 
taken a harder look at its exploration 
programme at Jabiru, which already 
has consumed about A$40 million | 





Before going further with Jabiru. 
BHP will study the results of “three 
| dimensional" seismic surveys, which 


| will give a more detailed look at struc- 


tures around Jabiru than conventional 
data have so far. In retrospect, many in 


67 


- — 
Ss DW = 


Г 


"wl 





- ^" | Pal жел yn - 1 Г C yu mor xe 
idu der пу - “Timor ше 








orti bu хит itv Ur O € xis ini 7 р pi De 





1 3C dz vidi 
re е drilling beyond its initial find, 
n that the geology of Australia and 
its continental shelf is notoriously 
A ia Once it has the new data, the 
group will have little time to identify 
and drill promising formations before 
it must relinquish 50% of its two leases 
es und Jabiru between July and Sep- 
tember next year. 
The letdown from Jabiru came just 
5 the 18-month-old Labor govern- 
nt in Canberra announced a new tax 
on offshore oil, known as the resource- 
rent tax (RRT), to apply retroactively 
^x o 1 July 1984 when the legislation was 
introduced. The RRT will apply to all 
troleum output in the federally 
| controlled Offshore Resource Zone, 
wit h the exception. of the Bass Strait 
aids and the North-West Shelf 
je itural gas project. It will allow com- 
par nes to recover.their exploration 
s from a ра ilar field, and to 
make a profit aunt ; investment after 
company іа ааб ‘to the long-term 
| po nd rate pl (which would cur- 
rently mean a return of 29%) before the 
RF iT cuts i in at a 40% rate. 
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| [tis difficult to tell what has been the 
d biggest deterrent to exploration. The 
new tax was vigorously fought by the 
oil industry, which argued that by not 
a lowing deductions for failures in 
‘exploration, and by failing to reward 
ne big risks with big potential profits, 
e tax removes the incentive to 
ore continental waters of com- 
E atively poor prospects. But Keith 
Orchison, executive director of the 
At istralian Petroleum Exploration As- 
soc ation (APEA), concedes: “If Jabiru 
lad turned out to be 300 million bar- 
Tels or more, the resource rent tax 
would not have been a disincentive. I 
th the federal government was 
"banking on that.” 
| - Whatever the reason, offshore drill- 
ang is tapering off. While 50 explora- 
hice wells were sunk in 1983, APEA 
‘expects only about 30 this year and 
‘perhaps fewer in 1985. Of the 10 drill- 
ing ships active in Australian waters 
_ last year, only four will remain by next 
year. The companies are becoming 
т поге cautious, even though two 
wildcat wells will be drilled in the next 
ч months: опе by a Canada North- 
West group in the unexplored waters 
of the Gulf of Carpentaria and another 
by y a Diamond Shamrock-led group in 
t the Arafura Sea. A group led by 
athon Oil also will be working on 
its a alisman discovery, which flowed 
9 il at 3,840 b/d from a well 130 km off 
р; impier. next to the North-West Shelf 
asfield. 
T E terest will focus on new leases to 
be granted close to Jabiru, in the "hole- 
ist ‘in-the-doughnut” enclosed by the 
E BHP leases, and in a horseshoe outside, 
- including leases in the Ashmore Reef 
and Cartier Island area, to the north- 
е: east of Jabiru. The 350 km-long 
_ 68 


\ 











with i ndoi‏ ا 
exploration in a pinin oil-bear-‏ 
ing kelp field. The gap, between bor-‏ 
ders negotiated in 1972, is the southern‏ 
sea border of East Timor — whose pre-‏ 
vious Portuguese occupiers did not‏ 
make any agreement with Australia.‏ 
Since 1978, Indonesia has argued for a‏ 
border on the median line between the‏ 
two land masses, instead of along the‏ 
Timor trench some 50 km north, which‏ 
Jakarta earlier accepted as the marker.‏ 

These leases will be the first dis- 
pensed under a new cash-bidding sys- 
tem. Oil explorers have formed about a 
dozen “study groups” to prepare for 
bids — while saying that they are res- 
olutely opposed to the concept. “Put- 
ting money up front is a heavy burden 
for Australian companies,” said Har- 
togen Energy's Doug Battersby. “It’s a 
disincentive for a lot of small com- 
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panies. Our company's attitude is that 
we would only acquire new interests to 
protect assets we already have." 

The bidding, to be called either late 
this vear or early in 1985, is seen as the 
first test of the RRT. Government 
officials argue that oil companies are 
privately relieved by the tax rate 
which was decided, and that the indus- 
try will appreciate that the profit-re- 
lated tax does take account of differing 
circumstances. On deductions for dry 
wells, officials said that Resources 
Minister Peter Walsh offered the in- 
dustry the alternative of an explora- 
tion subsidy and a higher (45%) tax 
rate. It chose the present system. 

The most active part of the oil indus- 
try is now onshore and in the area im- 
mediately around Western Australia's 
Barrow Island oilfield. These do not 
come under the RRT, but a more con- 
ventional excise that cuts in at 8,600 b/d. 
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ЕР costs (around A$1 "million a 
well, against A$8-12 million in the 
Timor Sea) and a guaranteed price 
pegged to the official Saudi light 
marker crude (currently about 
A$35.40 a barrel) make the onshore 
sector a good prospect forsmaller com- 
panies. 


nshore oil and natural gas has been 

found in small but useful amounts 
in the Cooper Basin in South Australia, 
the Surat Basin in south-central 
Queensland and on Barrow Island. The 
discovery of the Jackson Field in the 
Cooper Basin by a Santos-CSR-Vam- 
gas group in 1981 intensified activity 
in this stretch of desert. 

A Hartogen-led group's oil discovery 
in December 1983 of a small field at 
Tintaburra, just 100 km northeast of 
Jackson, was a turnaround for the in- 
dustry. It prov- 
ed oil in the 
Eromanga Basin, 
which actually 
lies above the 
Cooper Basin 
strata and which 
had been drill- 
ed through many 
times before. Not 
long after, a 
group led by 
Hudbay Austra- 
lia also found oil 
in the Eromanga. 
The Cooper-Ero- 
manga area has 
since become the 
most favoured oil 
region in Austra- 
lia, with the cost 
of farm-ins ris- 
ing 10-20 times 
. | |; since the begin- 
Мм КОЙ |* ning of 1984 

CS WEE |: to about AS1.25 

АА ) million for one 
percentage point 

5 of the Hartogen 
group's Tinta- 
burra lease. APEA's Orchison sees this 
region, plus Surat to the east, as a hive 
of activity, pushing the total of wells 
this year up to about 250 (from 211 in 
teg) despite the fall in offshore activi- 


U 


To industry analvsts the best pros- 
pects of sizable discoveries still lie 
offshore. The Cooper-Eromanga Basin 
promises at best to be a very big collec- 
tion of small deposits, perhaps total- 
ling 500 million barrels. The big Esso- 
BHP offshore fields in Bass Strait, 
which account for most of Australia's 
500,000 b/d production, will start to 
fail in 1988. Unless replaced by new 
discoveries at the rate of about 200 
million barrels a year, Australia's self- 
sufficiency rate in oil will sink from the 
present 70% to as low as 30% by 1990. 
"Cooper-Eromanga might be a bit of a 
life raft through 1988 to 1992," said 
Orchison. "It had better be." 
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like the hub of an international 
financial network. 


Bavaria's historical sites and tra buyers credits in the Far I 
ditional Bavarian friendliness are ap- мег credits in Luxernt 
preciated the world over. Yet, few are bank money dealin 
aware of the modern, international out Eurobond issues 
look of its institutions. With a balance sheet tot 

Bayerische Landesbank, for instance, DM 100 billion, our re i 
is not only one of Germany's top banks, X stantial. Also, ме ге ban 
it's also one of the country's most out f Bavaria, and an integt 
ward-looking. Our global facilities many's most power 
include branches in London, Singapore zation, the 5parkas: 
and New York (with our IBF and Grand Moreover, we are аці! 
Cayman Branch), a wholly-owned sub- ur own DM t 
sidiary in Luxembourg plus offices in Aaa), an attractive 
Johannesburg, Toronto and Vienna as tutional investor 
well as our correspondent network their currency risi 
around the world. Our Commercial Papi 

Through a growing international New York п | | 


9 Bayeriscne Landesbank 


Intemational Banking with Bavarian Drive and Friendliness 


Central Office: Bnenner Strasse 20, 8000 München 2, Tel.: (89) 2171-01, Telex: 5 286 270, Cables: Bayembank Munich, Branches: London, Tel.: 726-6022. New York, 1 
22269 25. Subsidiary: Bayerische Landesbank International S.A., Luxembourg, Tel.: 47 59 11-1. Representative Offices: Toronto, Tel. 862-8840; Vienna, Tel. 66 31 41 


FACT: 


FRONT-WHEEL DRIVE CORONA GIVES YOU 
WIND-SLICING STYLE AND MORE ROOM INSIDE. 


FACT: Corona has been completely re-styled and re-engineered. The lines are crisp 
" and contemporary. Curved glass joins smoothly with the body. Windows are 
large for a bright interior. From its sloping nose through to its short rear deck, Corona 
defines a new look in elegance. 


FACT: Corona’s advanced new styling is more than just beautiful. It was actually 

* created by the wind itself. The new aerodynamic profile improves performance 
and fuel efficiency. Less wind resistance means the engine doesn’t work as hard. 
High-speed stability also benefits. 


FACT: A compact transverse engine and front-wheel drive design give Corona 

* passengers more room to relax. The interior is luxuriously appointed, with rich 
carpeting and reclining seats upholstered in fine fabric. Corona is a new contemporary 
standard —sleek styling, advanced engineering, more comfort. Facts come alive when you 
drive Toyota. 
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electronic typing with our 500 iie Create the offic ce ы oer around 
our VP 2000 word-processing system. Or p e a 
executive-quality documents anytime, anyplace, wi 
Typestar personal electronic typewriters. 


And whichever you choose, you can be confident таг Yo 
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precision for productivity 


ELECTRONIC TYPEWRITERS 


SEE ds CANON INC. Tokyo, JAPAN For further information, please contact: Hong Kong Jardine Marketing Services Lid. PO. Box 30748 Tel. 58373700 indonesia РТ, SAMAFITRO Jakarta 
` Tei 355521 Malaysia Mulpha Trading Selangor POBox 30 Tel, 572233 Philippines Datagraphics Inc. PO. Bax 1524 MCC Metro Manila Tel. 85-5041 Singapore Canon Marketing Sen. 
Lid, Tel. 273-5311 Taiwan Ability Enterprise Co., Ltd Taipei Tet. 02-5219366 : 








The International Business Class Hotel 
is taking off in Asia — 
Your investment can grow with it 


Concept Which Works 

Today's traveller is different. He has discerning tastes; 
he demands the finest from his hotel. But he is also 
price-conscious. Today's traveller demands more value 
for his money. Ramada Renaissance Hotel is a unique 
concept which finally answers this unmet need in the 
travel industry. 

Every Ramada Renaissance Hotel offers top-class 
service and facilities expected by today's demanding 
traveller. Yet, prices remain attractive. 


Log of Successes 

Since their introduction in 1981, Ramada Renaissance 
Hotels have shown a track record of success. 

To date, US$ 1.2 billion has been committed to 
Renaissance projects around the world. Now, there are 13 
Ramada Renaissance Hotels in the United States, Canada, 
England, West Germany, and the Middle East. And we 
are committed to opening 8 Ramada Renaissance Hotels 
in Asia by 1988. 


Worldwide Reservations 

Room Finder ll — the Ramada on-line hotel 
reservations system — is among the most advanced in 
the world. This reservations system connects all Ramada 
hotels and sales offices, and selected travel agents and 
airline offices around the world. 






RAMADA 
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International Sales and Marketing 

Ramada operates one of the largest sales networks in 
the industry, with offices and representatives in 30 cities 
in 21 countries. 

Throughout the world, innovative advertising and sales 
promotion programmes support the Ramada 
Renaissance Hotels. 


No-nonsense Management 

Ramada believes in a no-nonsense management style. 
It shows in our approach to development costs. We 
present luxurious yet sensible design concepts. And we 
offer a complete programme of international hotel 
management services. A total package that is unique in 
the hotel industry. 


All this — plus 30 years of experience in the hotel 
industry — have made Ramada the world's third largest 
hotel chain. 

Join the Ramada system today, and share in our 
success — in many different ways. 


For more information on Ramada Renaissance Hotels, 
or any other opportunities available in our growing 
system of over 600 Ramada Inns, Ramada Hotels and 
Ramada Renaissance Hotels, contact Mr. Patrick Allante, 
Room 1117, Star House, Tsimshatsui, Hong Kong 
(Tel: 3-723661 1). 


HOTELS 


WE RESERVE THE WORLD FOR YOU 
In Hong Kong: 3-7238855, 1117 Star House, 3 Salisbury Road, Kowloon, Hong Kong, telex 51252 


In the Region : SINGAPORE 02-3360811 MALAYSIA Kuala Lumpur 03-414081 JAPAN Tokyo (03)2723888 
AUSTRALIA Sydney 02-276125 or 008-222-431 (toll free) 


In the U.S. : 


1-800-228-2828 (toll free) or call your local travel agent 


In the region: Tai-Pan Ramada Hotel SINGAPORE , Gazebo Ramada Hotel SYDNEY, Gazebo Ramada Hotel BRISBANE, and Ramada Renaissance Hocels at MALACCA (opening November), 
SAN FRANCISCO (opening October), COLOMBO (opening 1985), SINGAPORE (opening 1987). 
Renaissance Hotels also at: ALEXANDRIA, ATLANTA, ATLANTIC CITY, DENVER, DUSSELDORF, GENEVA, HAMBURG, JERUSALEM, KARLSRUHE, 
SARATOGA SPRINGS, SASKATOON, TORONTO, WASHINGTON D.C. 


Ramada — with more than 620 hotels worldwide. 





| Jew! Fou travelleis 
who take Asia seriously. 


! The 13th edition of the All-Asia 
Guide is simply crammed with 
new up-to-the-minute 
information, including facts and 
figures that are indispensable to 
any serious traveller in Asia 





There are chapters on no fewer 
than 26 countries. Plus opening 
chapters on eating out in Asia, on 
the best way of using your 
baggage allowance, and on how 
best to carry your cash. 


25 new maps, making a total 
of more than 60. 


Hints on how to travel in Asia 
— from packing the right things, 
to the best places for souvenir 
hunting — wherever you're 
going. 

An even more streamlined 
guide to hotels in the region with 


t. > | тоге than 1,600 listed. 
і E» 1 t- | Some 50 new colour pictures. 





v ps US aT А 
NU : and more than 70 new black 
pst Mee “ À ; 
and-white pictures. 
FarEastern Economic Asia's most complete guide book | | All of which adds up to over 
Fully Revised 13th Edition В. 680 pages of vital information for 
= business and pleasure travellers 
in Asia. 
" e eat To make sure of your copy. 
Now in its 13th Edition. send ofthe coupon todas 
SC n ee ce ee eee ees eee ee tis ame cae SS ي ے ص‎ Әә 
To: Publications Division, The ALL-ASIA GUIDI i 
Far Eastern Economic Review Ltd., G.P.O. Box 160, Hongkong. published by the Far Eastern i 
Please rush me copy/copies of the ALL-ASIA GUIDE, 13th Edition, as indicated. | enclose a cheque'/postal Economi ar Asia | i 
order tor respecte usiness шрек, i 
No. of copies ÛJ by surface О by airmail’ R1018AG1 3 i 
wasterntconon 


"For airmail delivery, please add:— HK$45/US$6/£4.25/5$13/M$14 per copy 


Name 





| ALL-ASIA GUIDE. 13th Edition: HK$89'US$11.95 £8 75'S$25'’M$27 50 each 
i Address 
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Schiphol Win-on-the-Way 





A new “Thank-you for flying via 
Schiphol” action, introduced by the Holland 


Promotion Foundation. Running from 
October 28, 1984 to March 23, 1985. 


US S 500.000 in fabulous gifts 





Every KLM Royal and Business Class 
Passenger on an intercontinental journey with 
a same-day transfer at Amsterdam Airport 
Schiphol automatically receives one of the 
wide range of gifts. 


“You seem 


5 Top-of-the-range Volvos 





e Once a month, a KLM intercontinen- 
tal passenger will become the proud owner of 
a VOLVO 760 GLE. The absolute top in 
39 motoring perfection. 
d lot these day У. 
| ` 


IO Luxury holidays for two 





Every fortnight, a luxury holiday in 
Holland for two. Royal Class flight. 4 nights in 
Amsterdam. 3 nights in a castle. 


„= 


150 Glitteringly beautiful diamonds 





From the world- famous Amsterdam 
Diamond House Samuel Gassan. 


200 Philips pocket memos LFH 0660 





The handiest tool of every business- 
man. From Philips. The world-name in business 





communications. 









E 15 Avis car rental vouchers 

Ec — apos 

din Free car-hire from Avis. Value: DFL. 750 
VE (approx. US 5 250). 

E -free shopping vouchers 


A DFL. 15 voucher to spend in the 
Amsterdam Airport shopping centre. One of 
the best and cheapest in the world. 





At check-in, you receive a voucher with 
a your personal number. When you arrive at 


Schiphol, go to the special “Schiphol Win-on- 
the-Way"desk in the central lounge. And find 
out straight away which prize is yours. 


an 
Fly KLM Royal or Business Class on 
your next intercontinental trip. And transfer at 


convenient Schiphol. It'll be worth your while. 


More details from your travel agent or KLM. 





Volvo 760 GLE oe 


The Reliable Airline KLIMI 


Пом а! Ги: ењ Airlineaec 
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China seeks closer trading links with East European countries 
with a view to exploiting their differences with Moscow 


By A Correspondent in Budapest 


D eking has launched a major drive to 
strengthen economic ties with 
Moscow's East European allies, while 
seeking to exploit differences in the 
Europeans' relations with the Soviet 
Union. Foreign Economic Relations 
and Trade Minister Chen Muhua made 
two swings through the region in June 
and September in an attempt to make 
an initial breakthrough which it is 
hoped will see trade with some of the 
countries double. 

Areas where trade will expand — 
mining, engineering and plant replace- 
ment — have long been under the eye of 
Western businessmen. Diplomats here 
say China is now moving towards a 
policy of economic diplomacy in which 
it can pit capitalist countries against 
communist for the best that each can 
offer. 

Chen has spoken of a new era in 
China's trade with Eastern Europe, 
which withered after the Sino-Soviet 
split at the beginning of the 1960s. She 
said new trade pacts she concluded 
with Hungary, Czechoslovakia and 
Poland could push total trade between 
China and these countries to US$1 bil- 
lion this year. Romania is already an 
important trade partner in the region, 
and Chen has now added Bulgaria and 
East Germany to the list. 

Chinese diplomats in East European 
capitals say that while Sino-Soviet 
diplomatic ties remain thorny at best, 
Peking is ready to move into much 
warmer relationships with some of 
Moscow's more independent allies. 
"We want to show that we see differ- 
ences between these countries and 
treat them as separate entities rather 
than one mass," said one Chinese 
source. 

Since Chen signed the new trade 
pacts and agreed to form permanent 
bilateral commissions to implement 
them, Chinese diplomats in the region 
have been happily pointing to figures 
which reveal the growth in trade. 
Trade with Hungary will double this 
year, according to embassy sources 
here, from last year's Sfr 105 million 
(US$41.5 million) to Sfr 210 million. 
Chen showed keen interest on her visit 
in June in Hungary's liberalisation of 
its centrally planned economy. The 
two countries have agreed to trade 
Hungarian bus parts, vehicles, TV sets 
and a feed-mill plant for Chinese light 
industrial goods. China was also in- 
terested in rolling stock and electron- 
ics. A Bank of China delegation has 
been here to discuss financial coopera- 
tion. 
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The agreement. with Poland also 
yielded results. Trade this year will rise 
to Sfr 452 million from 1983's Sfr 400 
million and is expected to rise even 
more next year. Chen launched talks in 
Warsaw for a full five-year trade 
agreement which would span 1986-90. 
She discussed cooperation in coal min- 
ing and power generation, with the two 
sides concluding there were “wide pos- 
sibilities" in these fields. Chen said the 
two sides were already exchanging 
electronic sub-assemblies and compo- 
nents and she held out prospects of 
other compensation trade and co-pro- 
duction. 

Polish official journals lost no time 
in stressing the political significance of 
the moves. "Peking has demonstrated 
to its capitalist trading partners that it 


has an alternative," said Trybuna 
Luda, the communist party daily. But 
it added: "Beyond the wide-open door 
to China are many perils, much risk 
and some hope for the hosts and the 
guests who wish to cross this door. " 


i n Czechoslovakia — where Chen sign- 
ed another pact — bilateral turn- 
over should rise this year tó Sfr 590 
million from Sfr 428 million last year. 
Prague offered to supply China with 
both goods and entire plants, and to 
help rebuild outdated factories 


| 
| 


| 


Ceteka newsagency said China is im- | 


porting Czechoslovak computers from 
Piestany, incorporating Soviet inte- 
grated circuits and Italian-assisted 
software. 

Chen's latest swing through Eastern 
Europe put Bulgaria on the map. Trade 
is to reach US$90 million this year, 
against slightly more than half that 


| economy 


amount in 1983. Sofia imports Chinese 
chemicals, non-ferrous metals, textiles 
and livestock products in exchange for 
urinates, urea, pure alkaline and food 


products 
China's trade with Romania is erra- 
tic and unpredictable, as befits the 


chaotic management of the Romanian 
Neither side seems able to 
give accurate figures for their two-way 


| trade. The last available figure is for 





1982, when trade stood at Sfr 772 mil- 
lion, with China marginally in deficit, 
Chinese officials in Bucharest say 
there has been a substantial rise since 
then, with China selling light indus- 
trials, textiles and food in exchange for 
machinery. Chinese Coal Minister Gao 
Yangwen has just signed a deal with 
Romania to cooperate in equipment 
production, extraction and coal-dress- 
ing, but the terms have not been set. 
Romania is hampered by liquidit 
problems and is generally cutting Бас 
on imports. Bank of China president 
Jin Deqin led a delegation to Bucharest 
in May to discuss financial cooperation 
East Germany has been relatively 
tight-lipped on its trade intentions to- 
wards Peking. Its sensitive position, 
following Soviet criticism of the policy 





of detente between the two Germanies, 
may be a reason for this, especially as 
Peking recently voiced "understand- 
ing and sympathy" for the intra-Ger- 
man dialogue. Sino-East German 
trade was worth Sfr 444 million last 
year, a 26% rise over 1982, but no 
projection is available for 1984 

There also has been some increase in 
Sino-Soviet trade, which stood at 
Rbl 488.2 million (US$409.6 million) 
last year, but surpassed КЬ! 134 mil- 
lion in the first quarter of 1984 alone, 
with the resumption of cross-border 
trade in Xinjiang. But Chinese dip- 
lomats here say there is no intention of 
putting Moscow on the same trade 
footing as its allies without an im- 
provement in diplomatic relations. Al- 
though Sino-Soviet contacts have been 
on a higher level this year than for 
many years, Peking is waiting for 
"deeds" to prove Soviet goodwill. gy 
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Prem; loading up in Bangkok: a change in the system. 


More funds...at a price 





{ 1 
RED 
l م‎ mue 


ok 





Thai exporters find there is more cheap BoT financing 
available, but they will have to pay more for it 


By Paisal Sricharatchanya in Bangkok 


т. a move designed to assist the coun- 

try's exports, the Bank of Thailand 
(BoT, the central bank) has made 
available Baht 8 billion (US$347.8 mil- 
lion) — Baht 5 billion of which is new 
money — to be used for low-cost 
financing during the coming crop-ex- 
port season. 

But at the same time, the bank 
changed the long-established rate 
structure of its export-financing redis- 
count facilities. All exporters will now 
pay more, but there will be preferential 
treatment for those with credit lines of 
less than Baht 5 million, and those ex- 
porting items on a list drawn up by the 
Board of Investment (Bol), mainly of 
manufactured items and processed ag- 
ricultural products. 

For about 20 years, a sizable portion 
of Thailand's exporters received the 
BoT loans at a blanket 7% annual in- 
terest rate. The funds were channelled 
through commercial banks which paid 
the BoT 5% interest, thus earning a 2% 
spread. But under the new structure, 
which took effect on 1 October, small 
exporters and those exporting items on 
the Bol list must now pay 8% while the 
intermediary banks will still pay 5% to 
BoT. 

The rate for large exporters and for 
those exporting general products was 
raised to 9%, with banks disbursing 
the funds being charged 7% by the 
BoT. Senior BoT officials said the rate 
increases are part of an attempt to 
bring the cost of the loans closer to the 
market rates — the first step towards 
a floating-rate system for export 
loans. 

Over the years, these export-financ- 
ing facilities have become a means of 
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supporting Thailand's exports, In the 
first eight months of the year, BoT ex- 
tended Baht 19 billion under the pro- 
gramme. Since the funds are normally 
lent for three to six months and can 
thus be used several times a year, the 
combined revolving total reached Baht 
59.5 billion during January-August, or 
roughly 52% of the country’s aggre- 
gate exports in this period. 

There have been intermittent com- 
plaints that this concessionary funding 
has not expanded in line with Thai- 
land's rising exports, to which BoT of- 
ficials have replied that such cheap 
credits are “high-power money” which 
is vulnerable to abuse and must be 
treated with caution. Although no 
proof is available, some exporters are 
believed to have used part of their 
loans for purposes other than export 
funding. This cautious approach on the 
bank's part probably explains why it is 
raising the rates at the same time as it 
expands the total credit line. 


j tees original plan was to expand the 
credit line by Baht 3 billion. Re- 
flecting BoT's goal of tightening mar- 
ket liquidity, banks were to have been 
required to purchase short-term gov- 
ernment bonds equivalent to two- 
thirds of this amount. The remaining 
Baht 1 billion was to be allocated in 
proportion to banks' credit extension 
to priority sectors such as agricultural 
trade and exports. But the portion 
which was to be covered by govern- 
ment bonds was doubled to Baht 4 bil- 
lion in response to an over-subscrip- 
tion by banks. 

BoT also. will make available ap- 
proximately Baht 3 billion more on an 


accelerated basis by disbursing funds 
normally reserved for the post-harvest 
season, which runs from November 
through February. Hence, a combined 
total of about Baht 8 billion extra will 
be available during the export crop 
season. BoT also has set aside Baht 500 
million for small industries at rates 
similar to those charged to small ex- 
porters. 

The initial reaction from exporters 
has been unfavourable. Some express- 
ed concern that the interest-rate in- 
creases would ultimately affect farm- 
ers and factory workers. At a meeting 
with newly appointed BoT governor 
Kamchorn Sathirakul on 8 October, 
representatives from major exporters' 
associations under the umbrella of the 
Board of Trade put forward several 
proposals. 

These included a suggestion that 
BoT raise its pre-export credit for 
stock financing from 40% to 60% of 
the stocks' value, and to maintain the 
same volume of credits during the 
post-export season. A compromise was 
reached in which the BoT agreed to 
raise the stock-financing portion of 
pre-export credits to 50% and give 
special consideration to non-agricul- 
tural manufactured products during 
the post-export season on a case-by- 
case basis. 

Many analysts believe that the crux 
of the problem lies not so much with 
the interest rates on the export financ- 
ing, but more with the availability of 
such concessionary funds. Despite the 
increases, the new rates are still sub- 
stantially below the current 17% 
prime, or the 17.5% banks charge ex- 
porters who are not eligible for the spe- 
cial BoT funds. | 

The latest measures are in accord 
with instructions by Prime Minister 
Prem Tinsulanond. After lifting the 
controversial central bank order limit- | 
ing banks’ credit growth at 18% in late 
August (REVIEW, 6 Sept.), Prem told the! 
BoT to take steps to assist small-scale! 
exporters and industries. п 
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iven its large hydrocarbon re- 
T sources and a lopsided dependence 
‘on gil as a primary energy source, Ma- 

| Лаувіа has urgent need of a comprehen- 














































| r ve- energy policy, linked to annual 
. greviews within that framework. 
"i Malaysia's recoverable oil reserves 


estimated at 2.3 billion barrels, and 
he average lifespan of each of our oil- 
ieldsis only seven to 10 years. The Na- 
i Depletion Policy of June 1980 
ed gradual reductions in produc- 
from the 1979 figure of 283,000 
те!згрег day (b/d). 
T fThis,was to start with a 3% reduc- 
tion in 1980 to 276,000 b/d, with a 6% 
eduction in 1981 to 258,000 b/d. How- 
ver, the prolonged recession, the drop 
‘oil prices: and a pressing need for ex- 
vort revenue to finance the Fourth Ma- 
rsia Plan (1981-85) persuaded the 
thorities to push up production from 
3,000 b/d in 1982 to about 382,000 
in 1983 and to a projected rate of 
about 440,000 b/d in 1984. 
i^ Some believe that the government's 
plans to lift production by another 
10% in 1985 can be achieved only by 
 frexploiting existing oilfields, as new 
mm would take some time to come 
| у on stream. But, according to these 
| , increased exploitation of 
| гы wells might damage them. 
l; da that stepping up produc- 
io may damage reservoirs 
in i el as 20% of the oil reserves, 
Ог\400 million barrels, might never be 
due to inefficient drainage. 
industry, however, has publicly 
tted this contention, saying it 
ld not be logical or economical to 
er up crude-oil production at the ex- 
of proper reservoir management. 
f Malaysia could possibly sustain the 
,000 b/d production level through 
986, based oní/nortrial reservoir deple- 
Т rates. However, if 
dimi sectors of the econ- 
do not pick up 
рау, the country will 
more and more de- 


dent оп  revenue- 
| ER. oil exports. 
- i| With the unrestrained 


- p growth of domestic oil 
| | consumption, there would 
es a need to attract ag- 
z уе oil exploration if 
| ing reserves were 
Y i 'to be replaced. Fortu- 

| mately, the potential for 
discoveries of hydrocar- 
4t i" resources is promis- 
Tu According to some au- 
!"'thorities, the exploration 

.'success ratio for wells 
i drilled in the South China 
1290 
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Towards a Malaysian energy policy 


Sea is in the region of one in four, com- 
pared to the world average of one in 10. 
Of course, there is no "picem that 
even those which have a "show" of oil 
or gas contain baa ДЕ viable 
quantities. But the climate of optimism 
has been buttressed by the fact that the 
geological structure and the existence 
of offshore sedimentary basins support 
the theory that more additions could 
be made to known reserves in the area. 
There is a 50% probability that Ma- 
laysia has another 1-1.3 billion barrels 
of oil in the potential discovery cate- 
gory, given the right level of explora- 
tion. In the oil industry, confirmation 
and revision of reserves is a continuous 
process. Therefore, we must assume 
the rerfiaining oil base comprises 
known recoverable crude oil reserves 
plus oil in the potential discovery cate- 
gory. This base has been estimated at 


V. Kanapathy is chief economist of the 
United Malayan Banking Corp., Malay- 
sia's 3rd largest locally owned bank. 


3.3-3.5 billion barrels. Oil remains Ma- 
laysias most important source of 
energy, followed by hydropower, 
biomass, natural gas and coal. 

Malaysia is also an important 
supplier of natural gas. Its known re- 
serves were about 49 trillion ft? as at 
January 1982. According to current as- 
sessments, the future discovery poten- 
tial is about 25 trillion ft? on a 50% 
probability basis. For purposes of es- 
timating total available natural gas re- 
sources, it could be said that Malay- 
sia's reserves amount to about 73-74 
trillion ft? — a large amount, by any 
standard. 

Will there continue to be a reduction 
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TOTAL PRIMARY COMMERCIAL 
ENERGY SUPPLY IN MALAYSIA 





in global and regional demand for oil 
and an increased emphasis on alterna- 
tive sources of energy? What is the ex- 
tent of our commitment to energy-in- 
tensive industries? Are our industries 
energy efficient? Malaysia has not 
given much attention to these issues 
until recently. Our oil consumption is 
continuing to increase and alternative 
sources of energy other than hydro- 
power, such as solar and biomass, have 
barely been tapped. 

The cardinal principle in the formu- 
lation of a distinctly Malaysian energy 
policy is to create an optimal energy 
system. In our enthusiasm to be self- 
sufficient in energy matters, the speed 
of the oil substitution policy should not 
be too rapid if oil prices are going to 
sink or stagnate in the 1990s. In the 
event that oil prices rise in the 1990s — 
still an outside possibility — then an 
accelerated oil substitution policy is a 
low-risk option. Even if oil prices stag- 
nate, considerable gains can be made 
by adopting an energy diversification 
policy. Further, for national security 
reasons, greater self-sufficiency in 
energy matters is of prime importance. 


he development of a skilled labour 

force is another issue overlooked in 
Malaysia's energy planning. The oil in- 
dustry, which needs knowledgeable and 
reliable senior personnel to formulate 
and implement energy policies, is fac- 
ing a serious management shortage. 
Geologists and technical staff — and 
more importantly, skilled and experi- 
enced administrators, accountants and 
lawyers — are in short supply. Skilled 
and efficient manpower would help to 
eliminate delay, wastage and unneces- 
sary expenditure. Energy manpower 
development must necessarily form 
part of energy policy. 

Also lacking is a sense of 
direction, and clear de- 
marcation of authority 
and functions among the 
various agencies dealing 
with energy matters. In 
the years immediately 
ahead, oil and gas deve- 
lopment will give the main 
thrust to Malaysia’s eco- 
nomic growth and pros- 
perity. Yet the measures 
taken to adjust prices, in- 
centives and investments 
to emphasise domestic 
production are often vague 
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and contradictory. Cur- 
rent energy policies — to 











the extent they exist — do 
not receive regular review. 
This could, and should, be 
undertaken by a commit- 
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tee headed. ihe Chairindh of 
ronas with direct links to the cabinetg 
Unlike other Asean countries’ ех. 


сері for Singapore), Malaysia still де- 


pends very much on oil as a major 
Source of energy. Its oil consumption is 


in the order of 185-190,000 b/d, mean- - 
ing that 93% of its total energy con- 
` sumption is contributed by oil. Even in 
advanced countries this figureisnot so 
high. All of them have active ргоргат- 


mes to reduce dependence on oil. For 


example, Japan derives only 64% of its 
energy from oil, and in Western indus- - 


‘trialised countries the figure is even 
lower. 
Malaysia has an ambitious heavy i in- 


dustry programme necessary for ће 


long-term stability of its economy. 
However, where energy-intensive in- 
dustries are concerned, a more critical 


` review than is customary should be. 
exercised to secure maximum benefit | 


for the nation. Industrial development 
can be accomplished only by using 


. more energy. But now energy is several | |! 


times more expensive than when simi- 
lar industries in advanced countries 


| кора economic acuit Given this 


reliable data г the odiata ind me à с 
plementation and periodic evaluation 


possible oppor 
of various government Рр 6065 pA 


measures. Е 
Policyniakors must 
economics of energy 
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2 nergy choices пош be high’ on ^ the 





Energy polic icy is ; also socia ро 
in . this АА the AM ent has a. 








tion nnd d manufacturing 
people that it is safe, ec 
pollution-free. ^ - 
Despite the fall in populi 
a fuel, the longer-term proje 
world oil prices to rise on. increasing зоѕе 
demand triggered by the revival of | review is carri 
the cabinet. — 


set up. Those responsible for drawing |]| | — 


ар the forthcoming Malaysian Indus- 


trial Master Plan will need to keep |. 


these issues in mind. mE | 
One more example can be offered to 


illustrate the need for a new energy po- 


licy in Malaysia. It was recently re- 
ported that, in a bid to find more use 


Energy choices should be high || 
on the list of projects receiving | 


* evaluation. Energy policy i is 
also social policy, and in this 
respect the government has a 

crucial role to play.9 · 


: for the country’ s natural gas süpply, || 


Petronas may try to increase the use of 


" compressed natural gas (CNG) Dy 
" motor vehicles. A pilot plant is being 


set up for this purpose in Trengganu. 
Some tend to question the wisdom of 


this action, especially when not much - 


headway. has been made with the. mar- 


keting of liquefied petroleum. gas J 


(LPG) as an alternate fuel for petrol- 
powered vehicles. Critics. 
CNG project argue that given the large 
investment, the logistical problems 
and the prevailing fiscal policies, CNG 
is unlikely to be a viable alternative to 


LPG in the near-, medium- or even the 


long-term future. 


These criticisms illustrate dbe need И! 


to formulate an optimum energy-use 
mix, even though deciding on the ratio 


. of various energy components in this | |}. 
. mix, agudo isnot Kt going t to be very I. 


.of the. 
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Chinese youths on clean-up drive: work for the unemployable. 
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| By Ted Morello in New York 

n a move to urbanise its massive la- 

— . E bour force, China has embarked on a 

campaign of vocational training for its 
— millions of “unemployable” secondary 

— school-leavers. The undertaking is 

= part of a drive to upgrade the skills of 

| workers to meet the demands of the 
economy's growing business, service 

- and industrial sectors. 

This reorientation away from ag- 

4 1 riculture was spelled out in an assess- 

-~ ment prepared for the United Nations’ 

International Labour Organisation 

| (ILO) by Yue Guanzhao, director of the 

_ Labour and Personnel Affairs Minis- 

_ try’s Institute of Labour Studies. 

— Traditionally, Chinese peasants 
were engaged almost exclusively in 

- farm production. However, with the 

Е growth of the rural population апа the 

‘improvement іп. farming technology, 
Yue predicts, there will be “an inevita- 

— ble trend” propelling the expanding 

rural population into non-agricultural 

` employment. 

— Yue said that in 1982 China had a 
_ total working population of 447 mil- 
lion. Of that number, 112.8 million 

were employees of state-run and col- 
‘lective enterprises, 1.4 million were 
i. self-employed in cities and towns and 

— 1 332.7 million were rural labourers, 

— working either in collectives or as indi- 

_ viduals. "Thus, it can be seen that 75% 

- of China's total labour force was in the 

— countryside," Yue observed. 

|? Faced with an annual increase of 3 

- million newcomers to the labour force, 

‘the government has drawn up a set of 
policies and measures aimed at in- 
vigorating the economy, promoting 
production and creating more jobs. In 

` {Һе process, the ILO report emphasises, 
China has taken an entirely different 
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Re-education campaign 


ls e China makes plans to train young people from the countryside 
_ for industrial and service jobs in the towns 


road from that followed by many 
Western countries. 
As Yue pointed out: “Under our pre- 


sent conditions, surplus rural labour 


need not turn to large- and medium- 
sized cities for employment. Rather, 
jobs can be found in [the] widely 
spaced small towns that are gradually 
coming into being with the develop- 
ment of rural processing, building and 
service industries, banking and insur- 
ance services, commerce and culture, 
education and public-health 
facilities." Overall, Yue said, the gov- 
ernment's job-creating strategy has 
achieved considerable success nation- 
wide. From 1979-83, some 39 million 
people were newly employed in cities 
and towns. Of that number, almost à 
million had started their own business. 

However, Yue conceded that there is 
still a heavy imbalance in the ratio of 
skilled workers to the economy's needs 
— a situation he characterised as "a 
major challenge for the future." The 
solution, he said, lies not only in up- 
grading workers' skills but in provid- 
ing vocational training for secondary 
school-leavers, who are unemployable 
at present because they are unquali- 
fied to fill available vacancies in the 
job market. 

Less than 10% of secondary school 
graduates receive further education. 
The result, Yue said, is that the rest are 
underemployed or unemploved. To 
rectify the situation, he said, the gov- 
ernment is conducting a pilot project 
to evaluate the secondary-education 
structure with a view to transforming 
some secondary schools into voca- 
tional schools "so that more students 
can have access to the necessary train- 
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Changing 


the plot 


Indonesia lifts a financial burden 
from private plantations, leaving 
other complaints unanswered 


By Manggi Habir in Jakarta 


i ndonesia has come out with details of 
private investors’ financial obliga- 
tions under the Nucleus Estate Small- 
holder (NES) programme, shifting 
much of the cost to the government. 
But it has stood fast on the require- 
ment that 80% of the land be turned 
over to smallholders after four years, 
and it has not resolved investors’ com- 
plaints about long-term financing and 
the short term of land rights. 

Private planters have complained 
that the 4:1 ratio for relinquishment is 
too high, increasing the expense and 
uncertainty of what is already a risky 
venture. Under the NES programme, 
the 20% held by the private investor 
(the "nucleus") must house crop-pro- 
cessing facilities which must buy pro- 
duce from the surrounding smallhold- 
ers, while providing them with techni- 
cal assistance. 

The government began to encourage 
private investment in plantations 
about two years ago. But it has given 
investors confusing and often conflict- 
ing signals, largely caused by its sen- 
sitivities on land issues. Initially, 
Jakarta felt that 
about large pri- 
vate estates would 
be eased by re- 
quiring these es- 
tates to go public 
after several pro- 
fitable years. 

Apparently, this 
was not enough. 
Hardliners in the 
government іп- 
sisted that private 
estates also bear 
the financial bur- 
den of developing 
smallholdings under the NES pro- 
gramme. This brought strong reactions 
from potential private investors. 

But now Jakarta is prepared to bear 
most of the development costs of the 
smallholdings — a considerable sum. 
Already, 12 private investors — among 
them the powerful Liem Sioe Liong 
and Astra groups — have obtained li- 
cences to develop palm-oil plant- 
ations. During the fourth five-year- 
plan (Repelita IV, which began in 
April), Jakarta plans to allow the pri- 
vate sector to develop estates covering 
300,000 ha in four provinces — Jambi, 
Riau, South Sumatra and West 
Kalimantan. 

The 4:1 ratio (in favour of the small- 


public suspicions 








First, we'd type a couple of lines 
to demonstrate how quiet the 
Hasler SP 300 is. 


encipher on-line or offline. 


ek 


Here, we'd install an optional 
line display which would let 
you set up your messages 
silently and without paper. 


These five keys, we'd say, are 
all you need to prepare and edit 
any message in the memory. 


These two keys allow 
you to go back to any 
location within the text 
and make corrections. 


The SP 300 is operated via this keyboard. 
This includes dialling, repeat dialling and 
abbreviated dialling. 


You can't see the built-in 
working memory. But you 
can use it to prepare mes- 
Sages — even while the 
machine is in the receive 
mode. 


Г] We wish to receive more information about the SP 300 demonstration. Please send us your 
literature. 

O We wish to have an SP 300 demonstration. Please call us to make an appointment. 

[.] We already own an SP 300. Please send us information on the following upgrade options: 
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Keppel Road, SINGAPORE 0208, Phone: 22115 33, Telex: 21 297, INDONESIA C. Talang Sewu, Import £xport 
Trading Coj., JI. Angkasa 10, JAKARTA PUSAT, Phone: 36 15 09, Telex: 46 276, PHILIPPINES AIMCOR Atronics 
Integrated Marketing Corp., Ground Floor, Raha Sulayman Bldg., Benavidez Street, Legaspi Village, Makati, 
METRO MANILA Phone: 818-9656, 818-0869, 818-6990, 818-6998, Telex: 14822, SRI LANKA Infotech Ltd., 
24, Rotunda Gardens, COLOMBO 3, Phone: 547404, 548716, 26248, Telex: 21983, THAILAND, Berli Jucker 


Co. Ltd.. 542/1 Ploenchit Road, BANGKOK 5, Phone: 252 40 71(-9), Telex: 81195 
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If you want data protection, we'd install 
a GCA cipher attachment at the left 
hand rear corner. It enables you to 


f vou want to connect 


your SP 300 to an 
external memory, to 
processors or termi- 












nals, this ts the place 
where we'd install an 
additional port for the 
V.24/V.28 interfac e. 


With the floppy disk memory, vou 
can pre-edit up to 84 full-page 
messages and have the machine 
transmit them rully automatically 
(during a low tanff period for ex 
ample). 





Also, connection to data networks supporting 
transmission speeds of up to 300 baud, to 
press networks with a remote controlled 
selection system or to other custom networks 
Is possible. It's a plug4n-and-go concept 


Hasler Ltd 

Information Divisi 
Belpstrasse 23 

3000 Bern 14. Switzerland 
Telephone 031 / 6! E 


Telex 911 119 hag 
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| “develop surrounding indepen- 
mallholders whose total area 







be migrants from over-populated 
nd Bali. However, Hasrul Hara- 
unior minister for the promotion 
ntation products, has said that 
‘people without land rights will be 
ved to participate in the private 
ogrammes. 

ven the involvement of migrants, 
osts of developing the smallhold- 
































and food for the initial periods. 





ain. Prolonged floods, which 








ains. Since agriculture is the 
nant sector of the economy, rep- 
ng more than 50% of gross 
stic product, anything which af- 
this sector hurts the national 
пу: 

cording to senior officials of the 














s improved — with the excep- 
of the cement industry, which 








production by 16% and began 
t, aided by the upturn in the 
ern economies. Other sectors, 
às paper and newsprint, steel, 
n yarn and cotton cloth have in- 
ed production by 60%, 2396, 5% 

% respectively. Fertiliser pro- 












by maximising transplant 






oinsure that private investors. 





ignificantly larger than their 


large number of the найн 


and will be paid by the Transmi- _ 
п Ministry. These will include 
land clearing, construction of | i 
facilities and roads, water 





d 10,000 ha units of land, each. | 
ing 4 000 smallholders who dub | 


E. deshi | July, the ou is ek for wey Е 


р 
ed about 1.2 million tonnes of | 


g Commission, the industrial. 
r performed fairly well during. : 
nd August, and productivity in 


ecover its position in the world 


rose by an unusually high | 









eanwhile, the country is trying. 1o 
| sto.| ernment to divert resources towards 







e VA ed Apt possi- i 


| ance and lat d After the fourth: year, 
“when the smallholders are given their 
land titles, one of the five state banks 
. Will reimburse the private planter for 
the costs incurred in planting, plus in- 
terest. The smallholders will then be 
| required to repay this amount to the 
state banks in instalments. 
Under this arrangement, the small- 
holders will have to meet only the cost 
| of planting — a manageable amount — 
while the private investor is relieved of 
having to provide the funds to develop 
the smallholders infrastructure. Since 
they will be repaid by the state banks, 
private planters also will not have to 
worry about collecting and monitoring 
„payments from many individual small- 
holders. 
. But problems remain. First, long- 
'term financing is getting more difficult 
Чо raise. The.government is insisting 
that private investors seek long-term 


funding from private banks — not. 
1 state banks. So far, most of the plant- 


e неа to 
beds went. under 


of this crop. 

Apart. from the floods, several other 
factors are influencing growth in the 
' current fiscal year. The shocks of po- 



















| licy adjustments — withdrawal of sub- 


sidies from various commodities, price 
adjustments for fertilisers and greater 
resource mobilisation — in fiscal 1982- 
83 severly constrained the develop- 
| ment programme. But for the continu- 
ing momentum from the recovery of 
the agricultural sector from the 
drought of fiscal 1981-82, the economy 


| would have fared worse. 
ed a 50% decline. The jute indus-. | | 
a mainstay of the economy, in-. 


here were further improvements 


licy changes continue to hamper over- 
all growth. A significant shortfall — 
about 20% — in the implementation of 
the development programme during 
fiscal 1983-84 prevented the economy 





targeted. 

"Prospects for the current fiscal year 
are clouded by two additional factors. 
First, the floods have forced the gov- 






. the purchase of additional foodgrains 
and to providing relief to the millions 
affected | 











| үе: — is considered too short. Plant- 





non-agricultural 


recover ыыы largely on the success. 


during fiscal 1983-84, but these po- 


| from making the substantial gains 
| the mission. must. eve 


le. The failure of the |. 


€ 
mic life of major pere nial 





ers argue that this period does not en- 
courage replanting and rehabilitation 
programmes — leading to low yields. 
Jakarta’s obsession with control is one 
reason behind this, but the government 
also wants to avoid the tendency of 
land-right holders here to sit on their 
land without developing it. Other 
countries normally allow at least two 
crop-life cycles (or about 60 years) for 
their land leases, potential investors 
point out. | 
Government estates (PTPs) are cur- 

rently implementing NES programmes 
under a more manageable 1:1 ratio. 
But even with access tolong-term state 
bank and World Bank funds, absence 
of land-rights problems and their long- 
standing experience, the PTPs have 
had considerable coordination prob- 
lems (REVIEW, 28 June). Private plant- 
ers, who will have to comply with a 
more taxing 4:1 ratio, will have none of 
these advantages. ü 








agricultural sector will in turn affect 
activities, as the 
losses are expected to curtail substan- 


(d tially domestic purchasing power. 


The political situation also has in- 


dps uncertainties about indus- 
trial and other types of investment in 
: the immediate future, already re- 


flected in the slower pace of the im- 
plementation of the 1983-84 develop- 
ment programme. However, the re- 
vitalisation of the private sector has 
gone ahead, following the return of 
a large number of nationalised jute 
and textiles mills to their original 


| Owners. 


The growth of value-added manu- 
facturing has not been progressing 
well in recent years. Industrial growth 
rose by 6% annually during the six 
years from fiscal 1975-76 to 1980-81; it 
then slackened to 4%. The industrial- 
growth target for the current fiscal 
year has been set at 8%, but in view of 
the floods and other constraints, it is 
unlikely io be achieved. 

How. Bangladesh's economy will 
perform during the current year is still 
hard to assess. A World Bank country 
mission is currently visiting Bangla- 
desh to appraise the economic condi- 


боп of the country. The World Bank 


sends such a mission each year to re- 
view the economy and recommend the 
annual aid requirement But the visit 
this year is more sigt cant because 
ate the over- 
conomy. dur- 
plan period 



























Citifunds is Asia's premier international deposit 
and investment account. 

As a Citifunds Account Holder, you choose 
from a wide variety of Citibank time deposits in a 
number of financial centers, including Hong 
Kong, Singapore and San Francisco. 

You can opt for US dollars, Yen or Hong 
Kong dollars. Or invest in London gold or 
international share portfolios. And you can do it 
all through one account. - 

As a Citifunds Account holder you also enjoy 
maximum potential for high return because you 
are free to switch between deposit, investment 
and currency alternatives. This allows you to take 
advantage of market trends to earn more mones 
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Апа your investment decisions аге made with 
maximum convenience. 

Just telephone us and we'll execute your 
transactions as instructed, You receive a prompt 
advice alter each transaction and a detailed 
account up-date at the end of each month 

You enjoy maximum confidence knowing that 
your Citifunds Account is with Citicorp, the 
world's leading financial institution 

in these uncertain times, it has never been more 
important to manage your money prudently. And 
there has never been an account like Citifunds that 
allows you to do it so professionally 
convenientivy, 


and so 


Act now, For more information simply 


CITIBANC(O CITICORP 








Finding ninc.pen-ivc 
solution to an expensive 
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For a closer look at the world of Alfa-Laval, please write to: 


Public Affairs Group Staff, Alfa-Laval AB, PO Box 12150, S-102 24 Stockholm, Swed 


\ \ J ith oil prices soaring, today’s shipowners 
C 


an no longer afford to run their vessels on 
diesel oil. By switching to the alternative 
however — a heavy fuel oil produced by modern 
refineries which can cut fuel bills by up to 35% - 
they are faced with the problem of cleansing. | 
Alfa-Laval have found the answer – Alfax: Wa < 
a highly efficient, self-cleaning separator which N —_ __ 
cleans the fuel 24 hours a day with minimum wastage, and which can 
help reduce a ship’s running costs by enabling it to run on 
| cheaper heavy fuel oils. 
Alfax is currently in use on hundreds of ships – 
including France's most modern fishing vessel, 
m/v ROSPICO. But then more than half the world's 
ocean going ships are now equipped with Alfa-Laval 
separators of one kind or another, and that includes one 
in three Japanese-built vessels. 
This is just one example of our innovative approach 
to business. We don't expect the world to come to us. 
Instead we go out to the world with new and often 
daring applications for our well-proven product 
lines. That way we can 
The Growing World of Alfa-Laval 
Alfa-Laval employs 16,000 people in open up new markets that 


35 countries and its annual turnover of 


USS1,200 million (a 1996 increase over other companies 


1982) represents 11 consecutive years of 
growth. 9096 of this turnover was derived 


from sales outside Sweden. Today only dre am abou b 
Alfa-Laval's products and processes are d d | 
solving problems in 130 countries and in An We ао. 


over 170 industries - from energy 
production, environmental control and 
food processing to resource recovery, 
agriculture and chemical engineering. 
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Creating new markets from great ideas. 


Work goes better because you апа the Sharp 2-60 are such 
a great team дена mechatronics technology keeps you In 
direct touch with this easy-to-operate, simple-to-maintain 
economical partner, You Save time and money 

A more user-friendly copier would be hard to find. The 
compact, lightweight Sharp 2-60 locates anywhere. A conven: 
ient flat-key control panel with LED indicators makes operation 
super simple 

Although it's small, the Z-60 copies as easily on oversize B4 


as on business cards, right on the edges of the ' 
copy. Its interchangeable developer units provide B5 AS 
beautiful copies in black, red, blue or brown BA AA 
The Sharp Z-60 personal copier. It's good for business and an 
mportant step toward easier, more accurate information 


processing 

Sharp calls this unique concept PA (Personal Auto- 
mation) because it maximizes your personal capabili- 
ties and potential 

















ANew 
Personal Copier 
toWork Side-By ари 
With You. 


The Sharp Z-60 


-———— = 





Sra 


SHARP CORPORATION, JAPAN 





е TANAN AURORA CORPORATION 
$ ( 148, Sung Chiang Rd Taio 

Те! мо. 19971 110 теб! 

@ THAILAND: THE BANGKOK TRADING CO. LTD 

995.999 Charoen Krung Road, Pitsien Bndge 


€ HONG KONG: ROXY ELECTRIC co. LTD 
Tarw ar Room 1701-1710. Admiraty Ce Tower 1.18 
Harcourt Road. He 9g Kong 
Tet. 5.8229311 (16 1 


@ SINGAPORE ROXY (SINGAPORE) PTE. LTO 


Bangkok § Thailand Tet 234.5093 483 Tanglin Hall Road. Singapore 0314 

@ THE PHILIPPINES: 9 od 

Man a The Phil Donee 76 и Singapore 0617 Tel. 2381210 

Tet 815-24-73, 815:24.74 815.24-11 815. 18.73 @ MALAYSIA: ROXY (MALAYSIA) SDN. BHO 
@ INDONESIA: P T. TRITANU Selangor. Ma ا‎ tah 50477 571046 S 4 


Jalan іг H. Juanda 111 NO. 12, Jakarta 


. 571 апа 561911 
Рува! indonesia Tet 367608 (4 Saluran) 364 and 5619 


Branches 


Penang 409.4 ЭА. Burmah Road Penang мна Mansion (3rd Fioon. 82 Moti nae! 
Tel 22044 Commercial Area 

loon 61-6۸ "Mas swell Road toon Tel 546984 А 

[s ? ” Г 2 ANGLADESH 

Malacca 387 A 387A. Taman Pringg" Jaya оле B LADES 


be aos mA Phones 287123. 257124, 237 124 & 237 126 
Tu) a Те! 229219 = Тее» 64.2498 UBM RJ 
Batu M alan ue аш. amar Cable Saroja, Dacca 
мова. J e Bahru Tel 236353 тз; a ' < 
Kuantan X 20 on Jala! ‘his Putih. Kuantan @ PAKISTAN: BUSINESS INTERNATIONAL 
20421 Nelson Chambers. Р.О. Bos 681 11. Chundngar 
e sn! LANKA BROWN & COMPANY LIMITED пом. Vati. Pelion Th 204032, 2139848 
PO Bos 200, 481 ‚ Darley Road. ‹ lombo 10 
Sn Lanka Tet 91171 (8 ines 


* Please contact your local Sharp 
@ BANGLADESH: UNIVERSAL BUSINESS distributor for further information 
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Picking a diamond in the rough 
takes a special kind of skill. 


Great ideas are like diamonds. In the 
beginning, theyre hard to distinguish 
from the ordinary. However, with the 
right kind of skill, what seems ordinary 
can be fashioned into a brilliant reality. 
At Epson, we know how to select the 
kind of ideas that will produce products 
that people can trust. We approach 
every idea from the very beginning. 
We carefully evaluate its worth, and 
before proceeding any further, we 
examine its applicability. If we find any 
flaws, any imperfections, we stop. 
Most corporations can dream up 
ingenious product concepts. But what 
makes Epson different from everyone 


EPSON CORPORATION: Head Office: 80 Hirooka, Shiojiri-shi, Nagano 399-07 Japan Phone: (0263) 52-2552 Telex: 3342-214 (EPSON J) 


else is that we create products for 
people. Almost every single feature 
on an Epson product is designed to 
make your life easier. You'll never 
spend weeks trying to figure out how an 
Epson product works. And you'll never 
find unnecessary gimmicks either. 

Epson's commitment to fulfill human 
needs is apparent in such outstanding 
products as our liquid crystal display, 
and the world's best-selling printers for 
personal computers and totally portable 
cordless personal computers. 

Epson. We know the difference 
between great ideas, and great ideas 
that work. 








Portable Computer PX-8 


EPSO 





EPSON ELECTRONICS (SINGAPORE) PTE., LTD.: No. 1 Maritime Square, 02-19 World Trade Centre, Singapore 0409 Phone: 2786071/2 Telex: 39536 
EPSON ELECTRONICS TRADING LTD.: Room 411, Tsimshatsui Centre, East Wing 66, Mody Road Tsimshatsui, Kowloon, Hong Kong Phone: 3-694343/4, 3-7213426/7 Telex: 34714 
EPSON ELECTRONICS TRADING LTD. (TAIWAN BRANCH): 1-8F, К.Ү Wealthy Bldg.. 206 Nanking E. Road, Sec. 2, Taipei Taiwan R.O.C. Phone: (02) 536-4339, 551-5248/9 Telex: 24444 





A major French group building for you 
all over the world. 
HEAVY INDUSTRIAL CONSTRUCTION, 


BUILDINGS, ROADS AND OFFSHORE WORKS. 
CIVIL ENGINEERING AND CONSTRUCTION MANAGEMENT. 


Societe Générale d’Entreprises-Sainrapt et Brice 
Main subsidiaries operating overseas : 
SGE-TPI, SGE-C, SBI, THINET. 
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е » QUITE aside from the political im- 
| port of Singapore Press Holdings 
| (SPH) the government-promulgated 
- (albeit privately owned) newspaper 
monopoly, the proposed merger of its 
` three constituent publishing com- 
panies should go down in the annals 
of economic theory as the most spec- 
tacular empirical vindication of the 
Rational Expectations Hypothesis. 
This doctrine holds (very roughly) 


that the sum of individual economic | 


agents' day-to-day choices will 


ey closely replicate in effect the fore- 


casts of the most sophisticated econo- 
mic models. It seems the local stock 
exchange has proved this point by 


_ discounting, with to-the-penny pre- | 


cision, the earnings prospects of each 
| of the three companies for the current 
‘f year. This prodigy was achieved — 

^ without any visible fanfare — at the 
close of business on 18 June. (SPH's 


architects, faced with the question of 


how to fix the relative values of the 
constituent shares for allocation of 
stakes in the new monopoly, set that 
date's trading price as the valuation 
standard.) 

. And, even more wonderful, the 
| market' s verdict stands confirmed by 
the forecasts of a sophisticated eco- 


nomic modeller, Morgan Grenfell 


Asia, the merchant- bank adviser on 
the merger. The bank has determined 
that the three companies, Times Pub- 
lishing, Straits Times Press 
(STP) anu Singapore News Publish- 
ing Ltd (SNPL), will save S$3.7 mil- 
lion (US$1.71 million), S$8.2 million 
and 5$9.6 million respectively in the 
year ended 31 August by merging to 
avert an incipient circulation war. 


By a truly eerie coincidence, these 


sums turn out to be precisely. the 
amounts needed to set the three com- 
panies' net tangible asset backing per 
share and earnings per share all in the 
same 33:44:23 ratio that is prescribed 


by the 18 June market valuation. 


—. They also make for roughly compara- 


ble earnings multiples in the.neigh- | 


bourhood of 27 times for each: of the 
three constituent shares. 

Morgan Grenfell’s faith in the wis- 
dom of the marketplace seems to be 
so complete that it has decided in- 
vestors can do without details of how 
the prospectus’ sums are arrived at. 


Virtually no explanations are given 
for the earnings projections under the 
: two scenarios — newspaper competi- . 
; tion or merger — that the document 


| sets out to compare. 
ibound, too, in the revaluations that. 


| rimming 35% off SNPL’s. 





Mysteries | 





When the merger scheme was 
first announced, Shroff ruminated 
(REVIEW, 26 J uly) on who was likely to 
be tapped as adviser on the deal. 
Local banks were effectively. ruled 


out since they were too closely in- 


volved in the newspaper companies 
to act impartially (indeed, the desig- 
nated chairman and deputy chair- 
man of SPH are the-heads of the 
Overseas Union Bank and the Over- 
sea-Chinese Banking Corp., respec- 
tively). 

But any foreign. bank brought into 
the advisory.role faced a Hobson's 
choice. Either it could alienate the 
scheme's highly placed promoters by 
asking tough questions about the real 


magnitude and incidence of the costs 


of competition. Or it. could risk its 
standing by fitting the numbe | 
government version of how the new: 
business should be run. Morgan 
Grenfell has chosen its course. Soon 
the rational agents of Singapore's 
marketplace will get their char 





react. The shares will be relist d after 


27 October, following approval of the 
merger by the High Court and by 
shareholders in extraordinary gen- 
eral meetings of the constituent com- 
panies. 

e SHROFF shared a pizza with an 
old Chicago crony the other day ac- 


cross the street from the Singapore | 


International Monetary Exchange 
(Simex), the republic’s fledgeling fi- 
nancial-futures market. The peppe- 
roni special was deemed a plausible 
enough surrogate for the Chicago 
original. But as for the futures ex- 
change, according to the trader, it fell 
far short of the Chicago Mercantile 
Exchange (CME). Not that he regret- 
ted the. 5$50,000 he had plonked 
down to buy a seat. That investment, 
he was. confident, would appreciate 
handsomely in time. 

A dyed- in-the-wool Chicago 
“local,” though, can hardly afford to 
miss out on the trading action over 


the next several months while wait- 


ing for Simex to take off, he 
explained. A combination of factors 
has made for a sharp slump in volume 
since the much ballyhooed start in 
September of Simex's "mutual- 
offset" link with the CME. Under this 
arrangement, contracts may beinter- 
changeably traded between the two 


exchange floors. 


But far fewer CME members than 


-expected have. taken: advantage of 
this hook-up to put: | 
| sitions du 
up STP's asset backing by 74% | operatio 


| ngapore s hours of 
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their commitment to the new futi 
i market in their time zone. 


ete” teats nh at ED DAC AERE CD RC C MH MUT MR RE Povey не гаа д وشوا‎ a A уан) 


is eager to ge ; 
А кы 

















































such business as a booster charge o 
liquidity to tide it through its crucial: 
start-up months. | 

Several of the more seasoned hand 
in Chicago — individual "locals," i 
stitutional traders and clearir 
house dealers alike — reportedly à 
maintaining a wait-and-see sta 
on Simex, despite mighty and i 
mitting exhortations from CME rr 
agement to support the fledgelin 
change. Some Asian institutions 
have been less than wholeheart 





Part of the reason for this re 
has been the relative calm in 
mar rkets worldwide for | 


and ‘Deutschemar : 
More worrying, gn, f 
the reluctance of Simer s f 
trained cadre of Singapor ean tre 
— whether acting on their own. 
count or for firms — to get down i 
the pits and generate a market, е 
when prices are sluggish. Shroff hai 
been on the Simex floor when ther 
were only two occupants of the g 
pit, sing-songing their bid and oi 
to each other without a trace of pri 
movement to break the standoff. — 
Perhaps the current calm is for Û 
best, though, mused the Chicagoan 
gives the two exchanges а chance’ 
iron out the mechanics of muta 
offset and allows the Singapore 
locals to get the hang of trading wi 
out being overwhelmed by Chica- 
goans and Asian institutions пушо 
score опе up on them. Апа one дау, 
when worldwide markets liven û 
again, those traders who have trou- 
bled to maintain an open and well- - 
greased channel to Singapore will 
find themselves making (or saving) 
money in this time zone, while those 
who slept will wake up to discover 
the market has run away from them. 
Maybe so, but Shroff wonders whe- 
ther it might not also work the other - 
way: players in a volatile market — 
could position themselves way oüt on 
a limb in thin Simex trading only to | 
find out the next (Chicago) morning 
that the “true” CME price is far from 
where they had bet it would be. That 
is the downside, the Chicagoan ag- 
reed: but he personally doubts it will 
turn out that way. At any rate, vd 
pointed out, he could never afford г 
90-minute lunch break i in Chicago, a: as 
he had just done in Singapore. And he 
acl to his home base. 
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| A capital offence  . 


Singapore imposes a harsh penalty for 
Jardine Fleming’s real or imagined failures 


By Lincoln Kaye and Philip Bowring 


central-bank power, once gained, 

does not lie unused for long in 
Singapore's regulatory climate. Barely 
a fortnight after enactment of a bill al- 
lowing the Monetary Authority of 
Singapore (MAS) to expel summarily a 
bank from the republic (REVIEW, 16 
Aug.), merchant banker Jardine Flem- 
ing Singapore (JFS) has become the 
first institution ordered to walk the 
plank. The reasons offered by the MAS 
cite instances of alleged negligence or 
malfeasance dating back up to three 
years. 

Banking sources were at a loss to ex- 
plain why it took so long for regulators 
to exact their stern retribution. They 
also wondered whether the punish- 
ment was out of proportion to the al- 
leged failings and whether these were, 
in fact, as heinous as the MAS implied 
in a press statement bn the affair. 

The expulsion is another blow to 
Jardine Matheson, which owns 50% of 
JFS' parent, Hongkong-based Jardine 
Fleming. Jardine may have been espe- 
cially vulnerable to an example-set- 
ting attack by the MAS in the after- 
math of its recent profit fall and the 
bad publicity surrounding its change 
of incorporation to Bermuda (REVIEW, 
11 Oct .). 

"The only timely trigger I can see for 
this action is the passage of the enabl- 
ing legislation itself," commented one 
financier. "[The] MAS bureaucrats . . . 
want us to know they mean business — 
in case that fact needed any further 
emphasis. " 

Even before the bank's official ex- 

pulsion, JFS' decline and fall offered 
an object lesson in what the MAS can 
do when riled (REVIEW, 30 Aug.). First 
its Asian Currency Unit (ACU) was 
shut down in January 1982. Then its 
once-thriving corporate-finance busi- 
ness dried up at the source after word 
got out of official displeasure over its 
role in the ill-starred takeover of 
Straits Steamship by the government- 
controlled Keppel Shipyards. 
. In August the bank's two expatriate 
directors abruptly pulled up stakes, 
leaving the Singapore installation — 
once one of the main props of Jardine 
Fleming's Asian network — in the 
hands of the 23-member local staff and 
its corporate-finance department was 
closed. But that still left, until the 4 Oc- 
tober shock, a substantial investment 
dealing department — Jardine Flem- 
ing's strongest suit. 

The manner of the expulsion left ob- 
servers wondering whether the MAS 
had complaints against JFS more seri- 


ous than those revealed in its terse 10- 
paragraph public statement, and if so 
why the reticence? Would MAS wrath 
be assuaged by the expulsion, or is 
there further action in store, such as a 
lawsuit? Was there any viable recourse 
available to JFS or its corporate par- 
ents, Jardine and the London mer- 
chant bank Robert Fleming? 

Banking sources agreed that the 
MAS was unlikely to expel on trivial 
grounds a merchant bank of good in- 
ternational pedigree. Such a move 
could prove costly. In its bid for world- 
class financial-supermarket status, 
Singapore is eager not only to attract 
more merchant banks, but also to get 
the existing slate of 50 institutions to 
broaden their scope to include such 
offerings as offshore-funds manage- 
ment or Euroloan syndications. 

So far, all but a score of the merchant 
banks in town treat Singapore as not 
much more than a convenient booking 
centre. A major stumbling block in the 
drive to upgrade the merchant-bank- 
ing presence has been the MAS' high- 
handed reputation — an image hardly 
helped by the JFS bloodletting. 


B: such doomsaying is only to be 
expected from the foreign bank- 
ing fraternity and its "wiseacre" 
apologists in the foreign press, charged 
the pseudonymous Business Times col- 
umnist Hock Lock Siew, who often re- 
flects official thinking. In fact, accord- 
ing to an editorial in the equally au- 
thoritative newspaper The Straits 
Times, the MAS has been downright 
lenient in staying its hand for so long 
despite repeated provocations by JFS. 
The official central-bank proónounce- 
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the gro nds for he expuls m 
cites three main episodes: 

» JFS' 1981 recommendation that 
Singapore Land buy — at the allegedly 
excessive price of a slight premium to 
their original cost — five used cargo 
vessels from a Hongkong company 
controlled by Singapore Land chair- 
man and major shareholder S. P. Tao. 
» The 1981 discovery by MAS inspec- 
tors of "substantial clean credit 
facilities" granted by JFS to its then 
managing director, David Paterson, in 
contravention of section 133 of Singa- 
pore's Companies Act. 

» Keppel's 1983 acquisition of Straits 
Steamship, in which JFS allegedly 
overstated the values of the target 
company s properties and projected its 
earnings nine times higher than the 
level they actually reached. 

Nervous Singapore merchant bank- 
ers hesitate to rally openly to Jardine 
Fleming's defence, both for fear of 
drawing MAS fire on themselves and 
for lack of detailed information on the 
particular cases or the behind-the- 
scenes discussions leading up to the 
expulsion. The MAS has declined to 
expand upon its original statement, 
either to the press or in private meet- 
ings with bankers. 

And Jardine Fleming is making no 
public statement for the time being, as 
top executives fly in from Hongkong to 
consult with regulators and Singapore 
staffers. But, in the absence of com- 
plete amplification from either side, 
observers are left with serious doubts 
about the supposed JFS provocations 
and the appropriateness of the MAS 
response. 

On the managing director sup- 
posedly helping himself to unsecured 
credit, for instance, bankers wonder 
why the central bank should impose 
regulatory sanctions long after the fact 
and upon the institution as a whole, 
rather than focusing on the offend- 
ing individual during his term as 
director. 

The prescribed penalty for violation 
of the Companies Act section cited is 
S$1,000 (US$463) — far lighter than 
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pore. If, asthe MAS statements seems to 
imply, the alleged credit misappropri- 
ation was symptomatic of generally 
sloppy administration and control, 
should that not be spelled out more 
clearly to justify the MAS' stance? 

Jardine Fleming professes surprise 
at the MAS claim that the incident led 
to the shut-down of its ACU. Although 
they had been warned at that time that 
the bank ' 'may have" violated section 
133, the grounds indicated to JFS then 
for revoking the ACU permit was that 
JFS had failed to make full use of the 
ACU's tax advantages by moving its 
unit trusts from Hongkong to Singa- 
pore. Butifthe ACU permit was indeed 
withdrawn as a penalty for the Pater- 
son loans, to invoke those loans now as 
a grounds for JFS' expulsion subjects 
the bank to double jeopardy. 


or were the loans necessarily in 

W violation of the Companies Act. Al- 
though the MAS statement gives no de- 
tails of the dates, amounts or durations 
of these credits, sources report that 
what is at issue is Paterson's applica- 
tion, along with JFS clients, to pur- 
chase new shares in the bank's 
nominee name. 

The short-term credit lines thus 
mobilised as application money would 
not be actually drawn down until the 
shares were awarded, at which point 
the credit would become collateralised 
by the scrip itself. Meanwhile, Pater- 
son would be charged fees for the 
standby credit just like any other 
client. 

The Companies Act does not ban 
loans to directors outright, but only 
those made without approval at a 
shareholders’ meeting. JFS claims to 
have secured such approval for its 
managing directors' stagging in the 
bank's nominee name (albeit after the 
incidents in question). And anyway, it 
is debatable whether this practice con- 
stitutes a loan at all, much less an un- 
secured credit. | 

“After all, when is a loan a loan?” 


опе banker asked, “when it's approved 


or when it's drawn down? It may seem 
aquibble, but alot could turn on such a 
question.” Since the incident, the law 
has actually been changed so that 
banking. institutions | 
supervision are exem 
:133. | 

© Far more ТЕЕ questions 
about the merchant-banking role are 
raised by the MAS charges on the 










‘Singapore Land ship purchase. The 


asking price of S$53 million was at a 
14% discount to thé 5$60.5 million 
‘value set on the vess y three inde- 
ров valuers 
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Banking-Credit Suisse. _ 


Since its establishment in 1856, 
Credit Suisse has assisted domestic 
and international corporations, gov- 
ernments and supra-national |... 
organizations in successfully floating 
debt and equity issues. Issuers 
throughout the world have come to 

rely on the long-standing experience 
and placing power of Credit Suisse 
for their capital market financing and 
investment needs. And for good 
reasons. 125 years in investment 
banking arid its close partnership with 
Credit Suisse First Boston have 





made Credit Suisse one of the leading | 


issuing and distributing financial insti- 
tutions in the world. 

Moreover, underwriting specia- 
lists are involved in the latest issuing 
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independent valuations меге per- 
formed in line with standard industry 
practice for vessels under charter. The 
calculation discounts cash flow 
through the end of the charter period 
and then imputes a residual value esti- 
| mated by reference to current prices. 
In fact, the valuers on the proposed 
Singapore Land purchase were in- 
structed not by JFS but rather by Stand- 
ard Chartered, the other merchant- 
bank adviser on the deal. But it is 
doubtful whether any merchant bank 
could be expected to treat tlie valua- 
tion results any differently. 
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"he three valuers are all well-known 
names in the shipbroking business — 
Galbraith Wrightson, H. Clarkson and 
Tatham Bromage. To second guess the 
professional valuers calls for a degree 
of prescience and topical expertise far 
beyond what can reasonably be ex- 
pected of a financial adviser, local 
merchant bankérs point out. *If we're 
forced to perform that sort of erystal- 
gazing and then held to our predictions 
on the whole range of deals we do," 
commented one, “we'd all be thrown 






The programme is offered by 
.R.V.B., a recognized institute in 
managerial capability develop- 
ment for the developing world. 
. R.VB. is linked to the Delft Uni- 
„versity of Technology and has 
nore than 30 years of experience 
n management development. 
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November.1981 press announcement 
clearly spelled out that the ships were 
owned by Tao and other major Singa- 
pore Land shareholders — and it also 
stated that these majority interests 
would not vote their shares on the deal, 
effectivelv giving the minority a veto. 
In the event, the proposed sale was 
scuttled under pressure from the reg- 
ulatory Securities Industry Council. 

At least in the Singapore Land case, 
though, the question of JFS' liability 
rests on its undisputed status as a duly 
appointed financial adviser to the 
minority shareholders. When it comes 
to Keppel — the real crux of the MAS 
indictment — even the bank's formal 
advisory role is ambiguous. Jardine 
Fleming entered the picture in late 
Мау 1983, when talks already were 
under way for the Singapore Govern- 
ment-controlled shipyard to purchase 
a 58% stake in Steamers from Ocean 
Transport and Trading (OTT) of Liver- 
pool, Secrecy was crucial: other poten- 
tial suitors were thought to be eyeing 
the target, At the same time, though 
Keppel must have had the backing of 
its majority shareholders in the state's 
Témasek holding company, unanim- 
ous support from all quarters in gov- 
afnment was hardly assured. 

So, rather than turning right away to 
a government institution such as the 
Development Bank of Singapore 
. «DBS), it made sense for Keppel to first 
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| Fleming ‘counters that the | 


: proach an internationally connected | w 
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calculations ; ‘or which it fin s itself i in- 


dicted. The bank offered its services as 
formal adviser on the deal, proposing a 
fee of 5%400,000 (a high figure even by 
merchant-banking standards), but it 
was bypassed in favour of DBS after 
Keppel went public with the offer. 

The MAS charges focus on two docu- 
ments given by JFS to Keppel when it 
was jockeying for the advisory brief. 
One was an April memorandum which 
allegedly valued Steamers at S$2.71- 
2.94 a share (versus its then trading 
price of 5$2.25). This overstated the 
counter's worth by 32 cents a share, the 
MAS charges, since the report neg- 
lected to exclude minority interests in 
some of Steamers’ properties: The 
other document (dated 4 June) set the 
value of Steamers’ holding in a subur- 
ban shopping centre at-$$127 million 
— some 200% higher than either book 
value or a professional valuation. And 
both documents predicted a 6% in- 
crease in Steamers’ pre-tax eartiings 
for the year ending December 1983, 
rather than the nearly 90% fall in pro- 
fits it actually turned in. 

But the MAS statement cites the 
bank’s figures entirely out of context, 
according to Jardine Fleming. The 
April memorandum was a theoretical 
exercise prepared before Keppel's ap- 
proach strictly for JFS’ internal use to 
weigh what Steamers might be worth, 
if broken into its constituent parts and 
separately quoted. Steamers was at 
that time already rumoured in the 
market as a takeover prospect and the 
shares were trading around S$2.25. 

For such a hypothetical assessment, 
there would be no need to discount the 
minority interests in Steamers’ prop- 
erties. When subsequently approached 
by Keppel, JFS simply turned over 
what it had on Steamers, together with 
a full explanation of its auspices and 
the premises on which it was based. 
Keppel knew what it was getting, Jar- 
dine Fleming claims. 

B y the same token, the June docu- 
ment’s valuation of the shopping 


_ centre was part of an overall property- 


evaluation exercise that, owing to se- 
crecy requirements, had to be done 
without full access to pertinent infor- 
mation sucn as rentals, occupation 
rates and tenancy terms. Even though 
the shopping centre itself was assessed 
well in excess of the level set by the 
subsequent professional valuation, the 
ЈЕЅ figure for the group's property 
holdings overall came out 5% less than 
the average valuations arrived at by 
professionals Jones. Lang Wootton, 
and Collier, G Tan. If the MAS 
zeroed in on the "gross error" of the 
shopping-centre assessment, while ig- 
nonne the cons T ative overview in 
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ery from the levels at which JFS is’ 
charged with overstating the stock — 
or, indeed, from the $$2.20-2.55 range 
in which the counter had been trading 
prior to the takeover bid. In fact, it is 
only pennies away from the $$1.90 at 


spe 
re property market: 
oO subject to suspicion of being 
'enuous is the MAS suggestion 
while it is "not expected to be 
voyant," JFS should have been 
to predict Steamers’ 1983 profit 
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ip on the basis of the “difficult | which the scrip was pegged by 
ness conditions" cited in its June | Rothschilds, minority adviser to 
Steamers. 


With so many potential candidates 
for blame in the Keppel fiasco, observ- 
ers wondered why JFS should be 
singled out for the MAS' special 
odium. One widely circulated rumour 
in Singapore hints that one of JFS' 
part-owners, Robert Fleming, has 


ik would have been a good deal j 
a close enough relationship with OTT, 
i 
| 


re prescient than such stockbroking 
wers as Lyall & Evatt, Laurence 
151 and G. K. Goh, all of whom 
rned in forecasts well in line with 
at the time. If JFS was not in- 
in the negotiations with OTT, it 
uld not have had access to informa- 
з unavailable to the public. 
‘he parties that could more reasona- 
"have been expected to know better 
re those issuing public — rather 
n internal — documents at a time 
oser to the 6 August release of Steam- 
' disastrous half-time result, when 
tax а profits plunged 80% to 
7 million. Keppel itself put out a 
Har on 4 July urging shareholders’ 
ptance of the bid for the OTT 
e. And even after release of the in- 
n results, DBS — appointed as 
ppel's adviser in July — still had no 
s about issuing a document of-. 
ing S$1.98 a share to Steamers’: 
minority holders. 





the vendor of the 58% Steamers block, 
to create a possible conflict of interest. 

But Jardine Fleming is quick to deny 
that it has anything more to do with the 
Liverpool group than to occasionally 
purchase OTT shares for some of its 
managed funds. Sources stress that the 
bank was by no means the go-between 
in the transfer of the controlling in- 
terest in Steamers, having only entered 
the deal after talks were well ad- 
vanced. 

And a likelier explanation might be 
that JFS made a convenient scapegoat. 
as the only non-state-affiliated, 
foreign party that was close to the 
Keppel fiasco. | п 




















ort. If it had done so, the merchant 
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Japanese companies find losses 
in Western countries are eating 
into profits from Asia 


EY Charles Smith in Tokyo 

hile Japan has been diverting the 

main thrust of its overseas direct 
investment, particularly in manufac- 
turing, from Asia to the United States 
and Europe, Japanese factories in 
wealthy Western countries are losing 
money or making very small profits in 
comparison with Japanese enterprises 
in Asia. 

These are some of the coriclusions 
suggested by a survey on the overseas 
‘business activities of Japanese com- 
panies jüst published by the Ministry 
‘of International Trade and Industry 
(Miti); which summarises responses of 
nearly 1,500 firms to questions about 
sales, profits and employment of their 
overseas subsidiaries. 

‘It shows that 53% of the capital in- 
vested by these companies was concen- 


trated in developed regions of the 


world in fiscal 1982. (starting. April 
1982), with the remainder in develop- 
ing countries. A similar survey con- 
ducted two years ago for fiscal 1980 
showed the developing world as the lo- 
cation for 56% of Japanese overseas 
investment. 

In value terms, investments in both 
developed and developing nations 


. showed substantial gains between the 
two studies. The capitalisation of over- 


seas subsidiaries of Japanese com- 
panies in developed countries more 
than doubled from ¥927 billion 


| (US$3.76 billion) to ¥2.21 trillion. The 


equivalent figure for developing coun- 
tries showed a 50% gain from ¥1.05 
trillion to € 1.57 trillion. 

An important difference between 


Japanese investment in the developed 
. | and developing regions is that. while 
| most investments in developed coun- 


tries have been in operations selling 
goods made in and imported from 
Japan, subsidiaries set up in develop- 
ing countries tended to be manufactur- 
ing or assembly operations. 

This, too, is changing. Manufactur- 
ing investment$.accounted for less 
than a third of the total in Europe and 
the US covered by responses to Miti's 
1982 survey — but for 41% of those 
surveyed this year, In developing 
countries, manufacturing investments 





| fell from. 90%. to; бае: between the two 
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“period. — : "e pu 
= The dramatic change of direction 
.that has occurred in recent years in the 
flow of Japanese manufacturing in- 
vestment reflects an equally sharp 


figures from Miti's next investment 


change in motivation. From the mid- 
1960s until the late 1970s, Japanese 
firms which built factories abroad ap- 
parently did so either to take advan- 
tage of low labour costs in developing 
countries or to generate demand for 
capital goods exports from Japan. 
The latter was particularly common. 
in the case of manufacturing invest- 
ments made by general trading com- 
panies. | 3 


S ince about 1980, the desire to 
bypass trade barriers in developed 
countries seems to have emerged as a 
major new motive for investment. But 
building factories in the US or Europe 
to duck under import quotas has by no 
means always turned out to be profita- 
ble. 

The companies in Miti's 1984 survey | 
reported a total of ¥20.8 TU 
billion in losses on their 
operations in a dozen or so 
manufacturing sectors in 


Canada апа the US, with by | (* billion) 
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ed a total of €51 billion in 
profits. Japanese manufac- 
turing investments in 
Europe yielded modest pro- 
fits of slightly more than 
¥10 billion, according to the 1984 sur- 
vey, but this figure masked substantial 
losses in metalworking (¥1.7 billion) 
and in electrical machinery (¥1.5 bil- 
lion). | 

Miti officials say the losses in the US, 
and to a lesser extent in Europe, re- 
vealed in the new survey can be 
explained partly by the fact that many 
projects were still at the start-up stage 
and partly by the depth of the US re- 
cession in the fiscal 1982 year which | 
the survey covered. Since the US 
economy is now booming, it seems 
reasonable to expect better profit 


survey. : 

But the problem of start-up losses 
will presumably continue. Between the 
beginning of 1983 and mid-1984, a 
number of major Japanese projects for 
building motor vehicles in the US were 
either announced or began operations, 
while Nissan Motor Co. finally com- 
mitted itself to building a car factory in 
Britain. The red figures generated by 
these projects could continue for years, 
offsetting the profits earned from Ja- 
anese manufacturing investments in 
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“*Net profits of subsidiaries of 1,469 companies, excluding 
banking and insurance, in fiscal 1982. 
Source: Ministry of International Trade and Industry. 







pany affiliates in Japan. This shows 
that, despite the alleged difficulties of 
doing business in Japan, foreign com- 
panies normally earn bigger profits 
than their Japanese counterparts. 

The average net profits of the 1,149 
foreign affiliated companies covered 
by the Miti survey came out at 1.1% of 
sales compared with an average profit 
level for all companies in Japan (in fis- 
cal 1982) of 0.8%. Foreign-affiliated 
companies involved in manufacturing 
reported results that were much closer 
to those of Japanese industry as a 
whole but even here there was a small 
margin in their favour. The net profit 
figure for the foreign-affiliated group 
came out at 1.4% compared with 1.3% 
for all manufacturing companies. _ 

Miti officials are uncertain why 
foreign companies should perform 
consistently better than Japanese com- 
panies within Japan itself. They stress, 
however, that despite this situation, 
foreign investment in Japan remains 
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astonishingly small. The companies 
that answered Miti's questionnaire ac- 
counted for 1.5% of sales by the whole 
of Japanese industry, and 2.8% of sales 
in the manufacturing sector. 

Miti claims to be trying its utmost to 
persuade more foreign companies to 
invest in Japan and even went to the 
lengths of establishing a special 
Foreign Investment Promotion Office 
early this year. The new office is pro- 
viding “advice and introductions" to 
foreign companies which are in- 
terested in setting up in Japan but it 
seems to.be having a hard time attract- 
ing customers. At the last count, the 
cumulative value of US investments in 
Japan was still lessthan that of US in- 
vestment in Belgium. ü 








CORRECTION 
In the Review of 20 Sept. it was incorrectly 
stated that the profits of the South China 
Morning Post for 1983 were HK$49.5 million 
(US$6.35 million). This figure was the 
SCMP's estimated conttibütion to profits of © 
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Heady brew 


Australian brewing giant 
Castlemaine Tooheys saw 
pre-tax profits rise 13.5% 
to A$117.21 million 
(US$97.3 million) in the 
year ended 31 July. Sales 
rose 14.4% to A$1.01 bil- 
lion. Directors said beer 
sales were down in Austra- 
lia during the year, con- 
tinuing a longer-term trend 
— though signs had emerg- 
ed that the decline was 
ending. The firm said it had 
increased market share, 
but gave no figures. 

— HAMISH McDONALD 


Gains for NZI 

NZI Corp. (formerly New 
Zealand South British) 
announced а profit of 
NZ$19.4 million (US$9.46 
million) for the first quar- 
ter, ended 30 June — up 
nearly 90% from the com- 
parable period last year. 
The company also an- 
nounced plans to seek a 
listing on the London Stock 
Exchange and said it would 
seek shareholders’ ap- 
proval in principle for bond 
issues on the international 
market. 

Much of the increase 
came from a NZ$6.5 mil- 
lion capital profit on the 
sale of investment com- 
pany Bunting and Co. 
Operating earnings rose 
50% to NZ$10.5 million 
and brokers foresee full- 
year profits of about 
NZ$70 million. 

— LINDA SANDERS 


Retailer loses 


Singapore retailer Robin- 
son & Co. wrapped up its 
third straight year in the 
red on 30 June with a re- 
cord operating loss of S$9.2 
million (US$4.26 million, 
or nearly seven times the 
previous year's loss), de- 
spite a 10% increase in 
turnover to S$75.6 million. 
But strong returns from 
projects and investments 
helped results at the group 
level, where pre-tax losses 
shrank 40%, to 8$43.6 mil- 
lion. This was largely due 
to the company s $$2.3 mil- 
lion share in the re- 
turns from the Cold Stor- 
age Centrepoint develop- 
ment, where Robinson's 
has now centralised its re- 
tail outlets, plus $$3.3 mil- 
lion in income from other 
investments. Directors pre- 
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dicted 
provements” in the coming 
year, however, as the cen- 


"substantial im- 


tralisation exercise 
operating expenses. 
— LINCOLN KAYE 


Profit reverse 


Heavy losses in its United 
States truck and ship- 
ping interests pushed pro- 
fits down for  Austra- 
lias Thomas Nationwide 
Transport in the year ended 
30 June. Net profit fell 3% 
to A$30.2 million (US$25 
million), despite a 17% 
gain in turnover to A$1.75 
billion. 

Managing director Sir 
Peter Abeles said the US 
operation, Trans Freight 
Lines, lost about US$25 


trims 


million, though it managed 
to move back into the black 
at the very end of the year. 
operation, 


The trucking 





Pilot, lost US$15-17 mil- 
lion because of increased 
costs and fierce discount- 
ing. But he said losses 
would be reduced this year, 


in part because of 
rationalisation. A third US 
operation, Alltrans, had 
been sold. 

A turnaround from 
loss into profit for 


49.8" -owned Ansett Trans- 
port Industries contributed 
heavily to the group's re- 
sults, as did other asso- 
ciates such as New Zealand 
Union Shipping Group. 

— HAMISH McDONALD 


IBAA ahead 


Insular Bank of Asia and 
America, in which Japan's 
Dai-Ichi Kangyo Bank has 
a minority interest, report- 
ed net income of P28.04 
million (US$1.56 million) 
in January-July, a gain of 
19.6% from the compara- 
ble period in 1983. The 
Philippine bank attributed 
the gain to a high liquidity 
position, which allowed it 
to adjust to adverse market 
conditions — LEO GONZAGA 
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TRANS-PACIFIC SERVICE | 





For fast, dependable үсөн service between 
U.S. Pacific Coast and Far East, try Lykes Lines. 
And here's why! 





e Only ro/ro vessels operating outbound from U.S. 
Pacific Coast to Japan/Korea/Taiwan/and Hong 
Kong. 

. уке four fully containerized vessels join Lykes’ 
two ro/ro's offering significantly enhanced shipping 
capabilities. 

e Plus Lykes' microbridge service, offering through 
rates and single bill of ladings between U.S. interior 
points and overseas destinations, and complete 
intermodal capabilities. 

* U.S. flag carrier serving Pacific Trade since 1925. 

e Over 1.000 TEU capacity per week. 

e Fin stabilizers to protect your cargo. 

* Regular calls in and out of Honolulu and Naha. 

e Sales office network and agents throughout U.S., 
the Far East, Europe, South America and Africa. 

* Independent pricing for westbound cargo to 
promote U.S. goods for exportation. 





Lykes' Professionals make this worldwide 
transportation system work for you. 


Skilled in every phase of ocean transportation and point 
to point delivery, Lykes Professionals offer you service 
between the Great Lakes, U.S. South Atlantic, Gulf and 
Pacific Coasts and the U.K., Europe, Mediterranean, South 
and East Africa, the West Coast of South America and 
the Far East. 

There are Lykes Professionals or agents near you. Give 
them a call. Let them make your job a lot easier. After all, 
they've been doing it for over 80 years! 


P 


WORLDWIDE TRANSPORTATION 


LYRES LINES 


World Headquarters 
Lykes Center/New Orleans, LA 
U.S. Offices: New Orleans Atlanta /Baltimore/Chicago/Dallas/Houston/Long BaachNew York 


Portland/St. Louis/San Francisco/Washington D.C ' 
international Offices; Antwerp Bremen/Callao/ Durban Genoa London Mombasa/Toky 








































period to 8 Oct., with most ending lower despite a 
laysian prices were undermined by rumours that 
lation. The Philippines saw the sharpest decline, 
ikeover fever. swept Australian exchanges. Volume 
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on thestrength of good results and a bonus issue. 
The strength remained in the All-Industrials 
Index, which rose 12 points over the period to 
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A gapore mer- 1,065.9. The All-Resources Index moved down by Aust. All-Ordinaries ind 
n-b 0.1 of a point to 496.4. pty 
4 Oct. 
1 NEW ZEALAND: Activity was at reduced levels 5 Oct. 
зе ша, pressure on “rum and after initial weakness, prices were narrowly BOUE oe E 
per ty sale. The сайрар. | mixed for most of the period. Brierley eased at Change on week ... + 
the end following the announcement of its re- 
| sults, though the figures were up to analysts’ best po 
estimates and the company made the expected | ^m — 3.87 оз 
rights and bonus issues. The budget and its possi- | Ат Paro. i ee 
ble contents remained a subject of major interest. ANZ Bank 4 BA 106 
— os 
SEOUL: Activity was slow in a holiday- short- APM 2.29 233 
ened period. Brokers attributed the lacklustre б Т ie кн 
performance to the holidays, which kept most in- Brambles ind 356 63 
stitutional investors out of the market. One ех- «ану ы т 
> ception was the Korea Fund, which bought a бв 3.30 +22 
aiwa investment broad range of blue chips. Oil exploration stocks | Cees’ ve d. 
еа for about 55 | remained strong, while electronics still suffered din, мын s 
first day of the | from concern over new duties on colour-TV ex- Dunlop Australia is 2 
vae" the market, ports to the United States. Samyoung Electro- | Ёо бш. 083 
nics Co. enjoyed the largest single gain, of Won Hardie J. | 337 3? 
326 (40 US cents). . — aa Tube e ише 
2 eer гре е И Lend Lease Corp. (635 -— 
BANGKOK: Spurred by news ofa aici tial i dis- нанай pes Eo: 
covery of platinum in its concession area, Aokam North Broker: Hit 2.42 534 
Thai and its related companies — Tongkah Har- ee es UR 
МЫР bour and Siam Cement — rose spectacularly. Santos 674 ‚12 
by concern over the 19 Oct. жел аппойпсе- | This was enough to activate the whole market, ee ue бо 
nen tight domestic liquidity and a sharp, short resulting in a gain of 1.31 points іп the Book Club Месе авиа doi bM 
le in the value of the Malaysian dollar, among | Index over the period, to 120.17. The market ие: 1а е 
er factors. Share prices could not sustain the | breadth indicator showed а balance of 25 gainers mene bes "ba 
| recovery of the prev period and daily | and 17 losers with the remaining 50 issues un- | 
ing volume eased to 3.8 million shares. | changed. The period's best performers were ў KONG 
er's Industrial Index closed the period at | Aokam Thai and Tongkah Harbour, which rose HONGI 
48, a loss of 99.67 its. The two-month | by 40% and 34%, respectively. Daily average 
>on Wall Street, combined with expectations volume was Baht 37.3 million (US$1.6 million). Hang Seng Index 
oorer local eorporate returns, left investors | | К сюн 
with the same sper ative counters that’ it) TAIPEI: A gradual loosening of credit in the fi- | дос 
т | 1 nancial system brought renewed buying interest 5 Oct. 
from institutional investors. But though share m 
prices rose across the board at the beginning of | Changeon week — — —— - 
*| the period, the market was unable to sustain its ir idw 
"momentum. The weighted index ended the | HKS on week 
period at 877.35, up 3.18 points. Average daily pacar m jue Wi 
turnover value was NT$552 million (US$13.8 аа " 19.60 T 
m Шоп). | Р rad in x. Div. ie 2 
, Care 0.61 +17 
a One of the bi g losers of the period was ag dm o ve | 
Benguet, whose copper-export licence was sus- | FE Hotels 0.64 > 
First Рас. | „Holds i 270 +38 















pended by the government for allegedly supply. 


ing a partially state-owned smelting company 
with the wrong type of concentrates for testing. 
Lepanto and Philex were also weak, and despite 
a gain by Atlas, the mining index was off 54.07 
points at 857.09, a new low for the year. The com- 


mercial-industrial index declined 0.96 of a point’ - 
to 104.07 as losses in Globe-MacKay and San, 
“Miguel more than offset a gain in PLDT. Turn-: 
Кеа j-over for the: period was 133.6 million snare 
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BUILD FOR EVERYBODY. 


The SARET FOUN DATION arly like to contribute to 
apid improveme itions in the third world countries. 
| proposes ‘to progress towards these objectives 
3 ach Stage culminating in a competition open to Name — 
беке they be involved in the project or not. 
For 1984 and 85, the topic of the competition will be : 
ts build for everybody - materials of the feasible". Company name. — — 
To become a member/supporter of the SARET FOUNDATION Occupation 
] to obtain all information on this competition (prizes : 140000 FF), 
ase fill in and return this coupon to the SARET FOUNDATION. Address — — 
>. 73 - 84130 LE PONTET - FRANCE. 


To receive an information booklet 


First name — 


Country 


FONDATION SARET 
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There are 781 fruitful reasons 
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MINOLIA 


The Minolta EP450Z and EP650Z offer you 
what you really want a copier for: superb copy 
quality at a fast copying speed and with 
automated copy processing capabilities. But they 
also offer you a great deal more! Each PPC 
supplies 781 zoom enlargement/reductions: you 
can select any magnification ratio between 
0.640X and 1.420X to enlarge or reduce the 
image area of your original to the exact size you 
require. 

Zoom enlargement/reduction gives you 
complete control over copying: no longer are you 
limited to just a few choices of how large or how 


See the EP4502/EP6507 at these Minolta subsidiaries ond distributors: 


Santa Office Machines Corp. TFI. 75, Sec 4, Nanking E. Road, Taipei Phone: (02) 715-5001 
Hong Kong Minolta Hong Kong Ltd. 67-71 Chatham Road South, 


ental Centre, Kowloon Phone 3-676051 


small copies can be made from any original. 
There's virtually no limit to the uses you can 
make of the Minolta EP450Z's or EP650Z's zoom 
enlargement/ reduction. 

Both copiers, with their companion automatic 
document feeder or document feeder option, will 
also automatically select the appropriate magnifi- 
cation ratio according to the size of the original in 
use and the copy paper size you require. Or the 
appropriate loaded copy paper size according to 
the original size in use and the magnification 
ratio you ve selected. Thus, it’s almost impossible 
for the operator to make a mistake... think of the 


Singapore Minolta Singapore (Pte) Ltd 10, Tebon Gardens Crescent, Singapore 2260 Phone: 563-5533 
Malaysia City Marketing Sendirian Berhad Lot 3, Jalan 223, Petaling Jaya, Selangor Phone: 576057 
Thoilond Technical Supply Co. Ltd. 1808-1812 Kasemrat Road Kiong Toei Bangkok 10110 Phone: 391-0215, 252-9155 ~ 7, 233-2064 ~ 5, 392-7412 


Philippines — TOPROS Inc. Topros Bldg. Banawe Cor. Atok St., Quezon City, Metro Manila Phone: 49-49-21 
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ЕР4502 with Automatic Document Feeder ADF-11 
and Sorter 5.1011 

Copy Size: АЗ to AG (11 * x 17^ to 4! * > 

Copy Speed: 25 copiesimn. (A4) 












savings in time and waste copy paper! 

We ve just pointed out more than 781 fruitful 
reasons you оше it to yourself to take a 
closer look at the Minolta EP450Z or 
EP650Z. And there are lots more, as vour 
Minolta dealer will be delighted to explain. 
Wont you call or visit him today? 


MINOLTA ZOOM COPIERS 


EP450Z/EP6507 


MINOLTA CAMERA CO. LTD , Business Equipment Operations. 30. 2-Chome, Azuchi-Machi Higashi-Ku. Osaka 541. Japan 











Indonesia PT Perdana Nirwana Abadi Co 678, JI, Krekot Raya, Jakarta Pusat Phone: 372-609 

India Methodex Systems РИ Ltd. 607-8 Meghdoot 94 Nehru Place, New Delhi 110019 Phone: 682475. 682476 

Pakiston Allied Equipment Ltd. First Floor, Nelson Chambers, 1. 1. Chundrigar Road. GPO. Box 680, Когосћі-! Phone: 214922 
Bangladesh Brothers international Ltd СРО Box 767, Adamjee Court 115—120 "^ al CA, Dacca Phone: 232293 

New Zealand Viko Holdings Lid. MSI Bldg Cnr. Khyber Pass and Nugent Sir., P.O. Box 22 Auckland 3 Phone: 796-294, 796-295 
Australia Océ Reprographics Ltd. 89 Tulip St. Cheltenham, Melb 3192 Phone. 584-1011 


AT OVER 40 MERIDIEN HOTELS ' 
AROUND THE WORLD YOU CAN 
EXPERIENCE WHAT THE FRENCH 
PROUDLY CALL LE RAFFINEMENT. 
IT'S AN UNEQUALLED STYLE AND 
ELEGANCE; A WAY OF CARING FOR 
YOUR EVERY NEED WITH AN 


HOTELS MERIDIEN: 
LE RAFFINEMENT 





UNMISTAKABLE FRENCH TOUCH. 
YOU'LL FEEL IT IN OUR WARM 
PERSONAL WELCOME, THE COM- 
FORT OF OUR ROOMS, OUR 
COURTEOUS ATTENTIVENESS AND 
SUPERB CUISINE. 


THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


GROUPE AIR FRANCE 


THE 
WORLD OF 
MERIDIEN 


WITH THE CON- 
TINULOUS EXPANSION 
OF MERIDIEN WORLD- 
WIDE, HOTELS WILL 
OPEN IN THE FOLLOW- 
ING CITIES: PORTO, 
LISBON, NEW PORT 
BEACH/LOS ANGELES, 
VANCOUVER, SINGA- 


PORE-CHANGI, DELHI, 
TAIPEI, ALEPPO,CAIRO/ 
HELIOPOLIS, 
ANDRIA. 
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THERE ARE ALREADY 40 
HOTELS WORLDWIDE, IN- 
CLUDING: PARIS, NICE, 
LYON, TOURS. ATHENS, 
MILAN. TUNIS. MOHAM- 
MEDIA, CAIRO, BAGHDAD, 
DAMASCUS, PALMYRA, LAT- 
TAKIA. KUWAIT, AL KHO- 
BAR/DHAHRAN, JEDDAH, 
ABU DHABI. SHARJAH, 
KHARTOUM. DAKAR, KIGALI, 
PORT GENTIL, BRAZZAVILLE, 
DOUALA, GISENYI, RIO. 
BAHIA, MONTREAL., HOUS- 
TON, BOSTON, NEW YORK, 
SAN FRANCISCO, NEW 
ORLEANS, TOKYO, HONG 
KONG, HONG KONG/AITR- 
PORT, SINGAPORE, CO- 
LOMBO, GUADELOUPE, 
MARTINIQUE. MAURITIUS, 
REUNION. 


FOR RESERVATIONS, CONTACT 
YOUR TRAVEL AGENT, ANY 
MERIDIEN HOTEL OR SALES 
OFFICE. 















































Chinatown barber-shop: reflections of the past. | 


PHOTOGRAPHY 


The vanishing ghetto 


Chinatown: A Personal Portfolio by | and calligraphy are unsuitable decora 


R. lan Lloyd. MPH Bookstores, Singa- 


pore. No price given. 


hinatowns, wherever they may be 


located, are generally 


crowded, noisy and bustling with en- 
terprise. Singapore's, until recently, 


was such a ghetto, but a very 
colourful one and pleasing 
to all except urban planners. 
Its Chinatown was clearly a 
remnant of the past colonial 
days, when Chinese immi- 
grants set up their first 


| base within an area designat- 





| main of 


ed for them by the British 
rulers. 

Today, only a few blocks re- 
the two-storey 
shophouses with seemingly ex- 


| pandable walls which shelter- 





ed an incredible amount of 
people and goods. The hawkers 
have been moved indoors to a 
nearby multi-storey concrete 
building and the residents 
have been resettled in modern 
high-rise flats. 

lan Lloyd's portfolio is an 
excellent, glossy album of old 
Singapore and of a community 


| of immigrants from southern 


China who have since been 
moulded into nationalistic and 
proud citizens of a successful, 
if young, republic. The barber 
and his customer may well 
not fit comfortably into this 
new social setting, just as his 
weather-frayed wall pictures 


tions for a modern interior 
However, the aerial photograph of 
Pagoda Street market with the finan- 
cial district in the background project 
dramatically what lies on the horizoi 
redevelopment and, for many, pro 
press. — MARY LEE 


Over- 
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| Old and new: the business district looms over Chinatown. 


LETTER FROM TIANJIN 


he lecture hall at Tianjin Univer- 

sity was filled to capacity with 
students eagerly awaiting a lecture 
on “desktop computing.” In attend- 
ance were prominent officials from 
the Bank of China, China's national 
airline CAAC, the university admin- 
istration and a local steel mill. 

The lecture demonstrated word- 
processing, spreadsheet, database 
management,  book-keeping and 
other programmes — easily learned 
powers that could be put to use in 
almost any field of endeavour, from 
rural livestock management to urban 
enterprise accounting, and which 
could be applied in a decentralised 
fashion to match local needs while 
still serving China's overall moderni- 
sation strategy. 

Then came question time. An em- 
barrassed silence filled the lecture 
hall. Finally, department head Prof. 
Liang Zhifeng rose to speak. "This is 
very interesting," she said, apologeti- 
cally. "But when are 
you going.to teach us 
programming?" 

In fact, there is no 
need for most computer 
users to know anything 
about the arcane, la- 
borious process which 
instructs the computer 
in its tasks. With in- 
expensive, easily learn- 
ed software designed 
for almost any conceiv- 
able application widely 
available off-the-shelf, 
China's access to com- 
puter-power is limited 
only by the scarcity of 
hardware to run the 
programmes. Why must 
we reinvent the wheel 
every time we want to drive a car? 

But the Chinese students, it soon 
became clear, carried an entirely dif- 
ferent conceptual view of the road to 
computerisation than that of Western 
experts. At Tianjin, and presumably 
at other institutions, the experts sim- 
ply assumed that in order for China to 
introduce computers on any sort of 
widespread basis in its society, the 
country would first have to train a 
vast cadre of programmers. 

Moreover, even the computer- 
science department at Tianjin seem- 
ed oriented more towards training a 
priesthood for some mysterious, even 
dangerous alchemy than towards 
producing competent “barefoot” 
computerists able to bring com- 
puters quickly “to the masses." Even 
students of programming had to 
learn their skills by writing com- 
puter instructions on paper, sans 
computer. These were then given to 
a designated "operator," who even- 


tually tested the programme 
to see if it worked and report- 
ed back to the student-pro- 
grammer. 

Thisover-centralisation 
and bureaucratisation of admittedly 
scarce resources and talent dictated 
that actual hands-on experience was 
rare. Even the hoard of popular com- 
puter magazines this writer took 
along on a lecture tour of China were 
kept under lock and key, available for 
students only under close supervi- 
sion! 

However, over the course of a four- 
week stay, the students gradually 
came to understand the advantages 
of building upon, rather than having 
to duplicate, the achievements of the 
West in microcomputer technologies. 
During a class on spreadsheet and 
accounting programmes, students 
and professors alike were awed by 
the sophisticated book-keeping and 
business-forecasting powers соп- 





Hands on in Tianjin: an awesome experience. 


tained in simple, easily available pro- 
grammes. 

The students and even the head 
of the university's accounting de- 
partment hung onto every word and 
copied every scrap of printed mate- 
rial about the programmes. The ex- 
citement was intensified as they ac- 
cepted the fact that this sort of capa- 
bility was available to them imme- 
diately, without having to retrace the 
laborious steps taken by the original 
programmes’ creators. 


B ut China's traditional philosophy 
of self-reliance still remains a 
problem. A fledgeling software and 
hardware industry does exist in China, 
but it turns out barely 9,000 eight- 
and 16-bit machines a year, with 
production expected to reach 30,000 
units by the end of 1985. The software 
industry, especially that sector 
oriented towards developing Chinese- 
language capability, is even weaker, 


| sorts of decentralised 
| sharing and pooling of local data 
| bases? 









throwing the entire computer indus- 
try "out of balance," according to 
Electronics Ministry official Chen 
Liwel. 

"With no copyright law to protect 


software," the China Daily quoted 
Chen as saying, "the work of software 
specialists has not been rewarded 
properly and their initiative is dam- 
pened.” 

Although clearly there 15 wisdom in 
striving to develop one's own technol- 
ogical capacity, domestic production 
alone cannot hope to fuel the urgent 
leapfrogging of management, man- 
ufacturing and communications sys- 
tems into the space age that is re- 
quired. This truth is apparently rec- 
ognised, at least in the higher levels of 
the Chinese leadership, for imports 
now account for half of 
all installed microcom- 
puters in China. 

Indeed, foreign soft- 
ware firms are begin- 
ning to make some 
major sales, as exempli- 
fied by Mitsui's US$12 
million software deal 
with the Nanjiang 
General Petrochemical 
Works. Hardware and 
software that are im- 
ported are channelled 
chiefly to educational 
institutions, for train- 
ing and research; to 
factories and institutes, 
to raise quality through 
computer-controlled 
production processes, 
and to government agencies, for ac- 
counting, management and statistical 
analysis. 

One last reason for the slow 
crumbling of archaic views regarding 
computerisation deserves mention: 
China’s instinctively secretive ap- 
proach to information and technol- 
ogy access. How does one install tens 
of thousands of micros nationwide — 
the only efficient road to computeri- 
sation without encouraging all 
information 


RENE MOORE 


How does one guard against the 
growth of an American-style “hacker” 
subculture in China — already em- 
bryonic in some of the users’ groups 
sprouting up in Peking and elsewhere 
— which might break into major gov- 


| ernment files or secret institutions? 


These are questions with which Chi- 
nese leaders are undoubtedly struggl- 
ing. — RENE MOORE 





Up in the air 


In your article on the Singapore Air- 
lines (SIA)-Air Lanka dispute [4 Oct. | 
you say that Sri Lanka “called the Sin- 
gaporeans to the bargaining table” 
four times since 1981, and that “none 
of these meetings succeeded in modify- 


+» 


ing the 1979 terms. 

Records clearly show that it was 
Singapore which initiated the first 
talks on the agreement in September 
1981. This move was made because Sri 
Lanka refused to approve our winter 
schedules submitted in 1980. This was 
the first of the unilateral restrictions 
made by the Sri Lankans. Singapore 
also initiated discussions on the agree- 
mentin August 1982 and August 1984. 

The meetings were never billed as 
consultations to modify the 1979 
agreement or to negotiate a new agree- 
ment. If the Sri Lankans are dissatis- 
fied with the bilateral and now want a 
new agreement, so be it. That is pre- 
cisely what we have been suggesting to 
them in recent meetings. They cannot 
expect to continue to impose unilateral 
cuts in blatant disregard of an agree- 
ment which was signed and accepted 
by them and by us. 

You say that Air Lanka “threatened 
to revert to the last ratified air pact be- 
tween the two countries dating back to 
1972.” We do not know what the Sri 
Lankans have in mind. Under the 1972 
agreement, neither airline can in prac- 
tice operate what they have been 
operating all these years because ser- 
vices would be confined to narrow- 
bodied aircraft. 

Your most serious, and misleading, 
statement is that “many observers feel 
the real stumbling block in the negoti- 
ations is SIA's fear of competition from 
its protege in its East Asian backyard." 
That is a completely unfounded state- 
ment. No airline or country has been 
more liberal in its attitude to airline 
competition, or economic competition 
in general, than SIA and Singapore. 
One has only to recall the liberal agree- 
ments that we signed with the United 
States, Britain, Nepal and, more re- 
cently, Brunei. 

SIA certainly does not "fear" com- 
petition from Air Lanka. We face the 
toughest competition from the world's 
largest airlines in Europe, the US and 
Australia as well as carriers of more 
comparable size in Asia. We are pre- 
pared for an open, and completely free, 
air-services agreement between 
Singapore and Sri Lanka but unfortu- 
nately Sri Lanka insisted on a restric- 
tive agreement. 

The agreement with Sri Lanka was 
negotiated on the basis of equal oppor- 
tunities for both parties. Air Lanka has 
the same routing, traffic-rights, fre- 
quency and aircraft-type opportunities 


THE BEDS IN THE 
BEDROOM WHERE 
IT SHOULD BE. 


There's nothing quite so depressing as returning to a cramped hote! 


room after a hard day's work. 


How much better to come home to your own apartment. With a 


proper hallway and a well-appointed sitting room. If you have clients 


to entertain, you can do it in your luxuriously furnished sitting room 


Not in your bedroom, hotel-style. 


Privacy. Freedom. They're prime necessities for the executive and 
his family living and working abroad for extended periods. 
Something difficult to find in Singapore. Until now. The Ascott 


Executive Residences offer purpose-built, fully furnished one or two 


bedroom residences on a short lease of one month minimum, or much 


longer, if vou require. 


The concierge is obsessed with privacy. So only residents and thet 
personal guests have the use of the private swimming pool. And if you 
tire of entertaining in your own home, there's a lounge and Móvenpick 


the famous Swiss Restaurant. 


The location could not be bettered. The Ascott Executive Residences 
are in between the Hyatt and Dynasty hotels, 
close to some of Singapore's finest shops. Prices 
compare favourably with a room in a good hotel. 
Except the Ascott Executive Residences are 


everything a good hotel can never be. 
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\ V. dont cut corners. 


Even our vegetable garnishes are 
carved from the freshest ingredients in the market. 
Like everything we prepare. 
The same attention goes into all we do. 

Down to the sharpened pencils in our meeting rooms. 

With over 20 years experience in 
Asia and the Pacific, we ve carved ourselves 
a reputation for detail. 
Call your travel agent, any Hilton International hotel 
or Hilton Reservation Service. 


Bangkok, Jakarta, Kuala Lumpur, Singapore. 
And the new Petaling Jaya Hilton. 





WHERE I HE WORLD 
IS АГ HOME 


as SIA. SIA has been able to make the 
most of these opportunities but this 
does not mean that the agreement itself 
is lopsided. Similarly, Air Lanka's fail- 
ure to get rights from other countries 
does not make the agreement itself lop- 
sided. 

SIA cannot be accused of being anti- 
competition if other countries, such as 
Australia, do not allow Air Lanka to 
make full use of the opportunities 
avallable under the Singapore-Sri 
Lanka bilateral. We have denied 
nothing to Air Lanka under the agree- 
ment, notwithstanding its provoca- 
tions hitherto. But enough is enough. 
Let us hope the Sri Lankans do not 
make the fatal error of assuming that 
Colombo is as important to SIA as 
Singapore is to Air Lanka. 

SIM KAY WEE 
Manager, Public Affairs 


Singapore Singapore Airlines 


Hongkong's future 


On the face of it the Sino-British joint 
declaration on Hongkong appears far 
better than generally expected and the 
negotiators of both sides must be 
praised for their efforts. In many wavs 
the declaration provides Hongkong 
with far more autonomy post-1997 
than it currently enjoys as a colony — it 
will have its own shipping register, 
flag, the right to negotiate its own air- 
service agreements, etc. The Chinese 
should be commended for their 
foresight in allowing these extra rights 
in addition to preserving a separate 
currency, judicial system, etc. because 
Hongkong needs all it can get to sus- 
tain its fragile sense of self-confidence. 

I suspect Hongkong owes a degree of 
thanks to Jardine Matheson for its de- 
cision to move its legal domicile to Ber- 
muda, as this momentous event must 
surely have been a major factor in con- 
vicing the Chinese of the frailty of the 
situation and that Britain was not 
manipulating stockmarket, currency 
and confidence crashes to support its 
arguments calling for specific mea- 
sures of autonomy to be clearly spelled 
out. Barring unlikely and unpredicta- 
ble future shifts to extreme radicalism 
in China, Hongkong seems assured a 
free and prosperous future at least 
until 2047 

In the immediate future, however, its 
battered self-confidence needs to be 
restored and one way would be for it to 
be shown support from its trading 
partners. A top priority of the Sino- 
British joint-liaison group should 
therefore be, in addition to working to 
maintain Hongkong's relations as a 
separate customs territory, to seek 
confirmation from third countries that 
they are prepared to accept Hongkong 
as the special separate entity that it is. 

While many countries were reluc- 
tant to voice their opinions during the 
negotiations for fear of jeopardising 
their growing relations with China, it 
is now in everyone's interest for them 
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to act and speak out in support of 
Hongkong's new status. This will re- 
dress the confidence factor that is 
necessary if Hongkong is further to de- 
velop its position as one of the world’s 
premier commercial and financial 
centres in addition to being the main 
door between China and the West. 

London CHARLES P. de BOISSEZON 


Twenty years ago I was tortured by 
nightmares of communism — young 
children are susceptible to these fears 
especially after finding out that the 
missionary brother and sister-in-law 
of an acquaintance were beheaded in 
China in the 1930s. Today I am anti- 
cipating my first trip to China to visit 
friends and also to see for myself why 
this country fascinates me so. 

Derek Davies’ Comment is the most 
exhilarating and positive editorial | 
have read so far on the Hongkong 
question. I heartily agree with Davies 
that we must look at this pact as objec- 
tively as possible because China has 
changed, and for the better. We must 
try to believe that the Chinese are sin- 
cere in their promises about the future 
of Hongkong. 

The nightmares are over, only the 
exciting reality of a new giant looms 
ahead. 
Jakarta REBECCA MACK-MOULDS 
I have just read Derek Davies’ search 
for heroes [TRAVELLER'S TALES, 4 
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| 
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| 
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Oct.] in which he paternally pats the 
British team who negotiated the agree- 
ment over Hongkong's future on their 
collective backsides for what he con- 
siders a job superbly done. He proudly 
proclaims that they are (undoubtedly 
like himself) of the noble Welsh race. 

All I can say is that both the joint 
declaration on Hongkong and Davies' 
report on it are good examples of 
welshing on vour commitments. In 
Davies' case, the commitment should 
have been to consider carefullv non- 
partisan coverage. 
Hongkong 


Double standards 


THE 5TH COLUMN by Tan Boon Kean 
[20 Sept.] summed up what, I assume, 
many people in Asia are feeling today. 
One sentence in particular caught mv 
attention: "Similar oppressive condi- 
tions exist in other countries, but they 
do not always succeed in silencing 
newspapers." 

In Indonesia readers are constantly 
frustrated by the sometimes futile at- 
tempts of customs and government of- 
ficials here who read through The 
Straits Times, the South China Morn- 
ing Post, and weekly news magazines 
(such as the REVIEW), find articles on 
Indonesia not particularly palatable to 
most Indonesian readers (perhaps the 
truth is stated?) and proceed to "black 
out" the article or photograph with 
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. ment or news item, This practice is 
. ludicrous in a country where the im- 
` port of Chinese medicines or anything 
. containing Chinese characters is 
` strictly forbidden, yet one is able to 


с hüracters whether in an advertise- 


| purchase — from abroad and also | 


. made here — medicines, food items, 


> апа even publications, all containing 


_ Chinese characters. 


rnment got rid of its double standards. 
` Jakarta: 'EXPATRIATE' 


Z: inacceptable advice 


P dt would be a great mistake if Sri Lan- 





kan President Junius Jayewardene | | 
were to listen to the advice of Indian ! 


. Prime Minister Indira Gandhi as to 


. how he should settle the problem of | 


И is high time the Indonesian Gov- | | 


` Tamil Hindu extremists. The only so- | 


: lution I see is a major offensive by Sri 
Lanka forces to smash the hardcore 


leadership of the extremists, who are - 


no doubt being trained in Tamil Nadu. 
India will certainly deny this but it also 
denied this when India was training 
the Mukti Bahini Bangladeshi gueril- 
las in 1971. 


If Mrs Gandhi can use such massive | { 


firepower just to dislodge Sikh 
nationalists from the Golden Temple 
in Amritsar, I see no reason why Sri 


Lanka should not do the same against | f- 
Hindus who are trying to split Sri | 


. Lanka into two. What was good for the 
Hindus against the Sikhs should be 
equally good for the Buddhists against 
the Hindus. 


Seremban, Selangor 


Islam's seal 


` The letter The last prophet from Syafir | 
| Batuah [27 Sept.]is a total distortion of - 


universally acknowledged fact. It gives 
the Ahmedis’ stand — and they have 


been expelled from the fold of Islam for 


holding such views. 


The Koran exhorts all Muslims to |. 
among the |] 


make no distinction 
prophets in terms of rank or status. 


This, however, does not alter the mate- | 
rial fact that Adam was the first and. 


Muhammad the last of the prophets. 
No special status has been bestowed on 
any of the prophets on that account. 
Therefore, the words "seal of the 


Prophets" do not imply that he is the- 


greatest, but idiomatically that he is 
the last. 

The word "seal" signifies end, final- 
ity, closure, completion. The Koran ex- 
pressly says: "Lo, I have today com- 
pleted the Deen [religion] for you." As 
. the Deen has been completed, there is 
. no need of any more prophets. . 

* Rawalpindi MOHAMMAD ALI 


This correspondence is now “seal- 


O. TARA SINGH 


Ó————M———I nahi 
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AMNESTY 
INTERNATIONAL 


Seeks а 


DEPUTY 





for its 


International Secretariat 
| in London 


“Amnesty International is a worldwide vol- 
"untary movement working impartially for 
.the release of prisoners of conscience 
and opposing torture and executions. Its 
international Secretariat has a staff of 180 


: public information, with an annual budget 
of £4.6 million. 


t The Deputy Secretary General is part of 
the management team headed by the 


tive. The Deputy Secretary General is re- 
sponsible for planning and monitoring the 


` sections worldwide. S/he will have re- 
sponsibility for the development of ad- 


policies and relations with staff union. 
„б/е will also supervise policy tor com- 


cutizes for the Secretary General in his ab- 
sence. 


Candidates should have extensive senior 
';volunteer/non-profit organizations. Knowl- 


| edge of human rights issues is essential 
as well as sensitivity to political problems. 


work force an asset. Fluent English and a 


Spanish essential. 


“CLOSING DATE FOR THE RECEIPT OF 
COMPLETED APPLICATION FORMS: 
7 19 NOVEMBER 1984 


Terms: 
Salary £15,000 p.a. (under reviews — 


Contract five years (renewable) - 


Relocation paid according to Staff Rules 
Expenses ала Conditions of Service 


cation form please contact the Personnel 
Office, Amnesty International, 1 Easton 


1771 Exts. 5145/5146; telex 28502 





South Africa 


SECRETARY GENERAL 


.(27 nationalities) engaged in research, | 
“action planning, membership affairs апа 


Secretary General who is the chief execu- q 
organization's program and relations with | 
ministrative, financial and personnel 


` puterized information systems. S/he dep- . 


management experience, preferably in. 


"Experience in working with a multicultural К 


working knowledge of. French and/or. 


index-linked/annual increments) “| 


Кога detailed job. specification and appli- 


Street, London WC1X 8DJ tel. (01) 833 


























































Our client is one of South Africas major 
companies, a member of one of the worlds 
large international groups and a market 
leader in its industry sector. The Group is 
long established, highly respected and. very 
profitable. The South African company, 
which is autonomous, is also very profitable, 
well respected and a market leader in South 
Africa. 

‘This is a new position arising from a 
major strategic review which has recognised 
that information systems are the key to its 
continuing future success, 

The incumbent will report to the chief 
executive for the development, operation 
and performance of the information systems 
group and will be required to 
lead the group through a period 
of major change in the develop: 

ment of its information systems. 


PA Personnel Services 








too pies rh 
Circa US$150,000 
General management or consulting - 
experience in à sophisticated group 
Ss ие systerns environment is essential. 
Whereas the particular industry in which 
this experience has been gained is not 


poda its size and sophistication is 


crucial. Background expenence will include 
design. implementation and proe 
management of major systems. А \ high level 
of technical expertise is vital. Age is likely to 
be mid 30s to mid-40's and a ternary 
qualification is expected. 

Our cheat will negouate a remuneration 
package which will be fully in line with the 
expectations of appropriately qualified and 
experienced data processing professionals for 
this senior executive position, 

Please forward relevant details, 
mcluding жым numbers, quoting 
Ref 2793761, Mr. fohn Lucas 
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DOG гне памог: tecting country as much as its competitor, seems 
to have been swept aside in many capitals by a 





tide of anti-free trade sentiment. 


No. 43 


For all the talk of economic recovery and free 
trade, protectionism is on the increase, posing 
probably the greatest danger to the long-term 
health of the international economy. In addition to 
the now-familiar array of tariffs and quotas, there 
is a new protectionism — ‘voluntary’ export re- 
straint and a variety of non-tariff barriers. The 
realisation, growing until recently, that in the 
longer term protectionism can damage the pro- 
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pondents look at the growing threat to world trade in the first of a two- 


part series. Pages 70-86. 


Cover illustration by Hon Sang. 
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High Cc Court judge in Hong- 
ng. setting a legal prece- 





igistrate barring the press 


o charges against George 
and others relating to de- 
‚ Carrian Investments. 
ice Kempster gave 
der in response to applica- 
ns initiated by four publi- 
tions The Asian Wall 
reet Journal, Asiaweek, the 
uth China Morning Past 
d the REview. Originally the 
igistrate had closed the 
rt competely, but he sub- 
equently opened it to the 
ublic and excluded the press. 

After a two-day hearing, the 
ige ruled that there was а 
undamental error of law in 
magistrate's order. He said 
atit was difficult to imagine 


publicly if the press were 
xcluded. He quoted English 


that “where there is no public- 
ity there is no justice" and 
open court was necessary even 
though evidence given might 
be “political dynamite” or 
“e passing t to the highest 





cong ү вие Maintaining 
fidence in the judicial 























products (REVIEW, 2 Aug.) con- 
inues to generate controversy 


dump site in September 





followed by a private investi- 










safety analyst William Can- 
nell, who visited the site at the 
invitation. of local residents 

and described it as "unsafe be- 





, quashed an order by a 


| the preliminary inquiry 


the | 


| party secretary-general 

| Duan to India (REVIEW, 

| Sept.), Vietnam appears to be 
1 taking a closer look at econo- 


w a case could be said to be 


| level delegation will visit. 
gal judgments to the effect | 





stat He also said that the | 


proposed dump a at the vil- |. of. 
age of Papan, in Perak state, - 
or radioactive tin-tailing by- 


n Malaysia. A government- | 
sponsored visit to the pro- 


ny t three International Atomic 
< Energy Agency experts was 


gation by British physicist and | 


lye 
“Meanwhile, the company at 


| the centre of the dispute, 


Asian Rare Earth, which is 
30% owned by Mitsubishi 
Chemicals of Japan, has been 
unavailable for 


those which would be applied 
in Japan for disposal of simi- 
lar materials — in this case 
radioactive thorium. The gov- 
ernment has given assurances 
that any dump built on the site 
will be safe. каша 


їп non-conwhunist wor 
Following the recent visit of 
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mic development in non-com- 
munist Third World countries. 
Some time in October, Vo Van 


| Kiet, head of the State Plan- 


ning Commission and a dep- 


| uty prime minister, will go to 





Algeria, while anothe 


Algeria and Vietnam have 
much in common -— both 


| waged long wars of indepen- 
| dence from France — é 


giers has lent Hanoi su | 
tial funds in recent years. 


| Meanwhile, the latest visit to 
India, to be led by Dong Sy 


Nguyen, an alternate member 


‘of the politburo, underlines an| 
increasing 
country’s economy. 


interest 


Е — PAUL QUINN- JUDGE 
Malaysia d dun ^ 


Malaysia' S acting 





imposed by the governmer 


a ا‎ a E Ao V 
— PHILIP BOWRING | 


that the о retained pow- 
ers to step in again if the situa- 
tion deteriorated. : 

. In recent weeks the govern- 
ment has taken the political 
offensive against Pas (REVIEW, 


18 Oct.). The lifting of the ban 


— during which police had in- 
structions to refuse permits 
for Pas ceramahs which might 
end in disorder — came while 
Prime Minister Datuk Seri 
Mahathir Mohamad was over- 
seas. 








comment. 
| about whether thesafety stan- 
dards are less rigorous than. 


Le 







in that. 


шш. 
| Minister Datuk Musa pud 







— JAMES CLAD 










| Gold Star expands 
US factory capacity 

Gold Star Co., one of South 
Korea's largest electronics 
manufacturers, is doubling its 
production of colour TV sets in 









| the United States. Completion 





of asecond plantin Huntsville, 
Alabama, raises annual pro- 
duction capacity to 1 million 
sets. Gold Star issued long- 









the construction, and is now 
building a third plant. 
` The new plant comes on 
stream at an opportune time 
for Gold Star, 
with Samsung Electronics Co. 
and Daewoo Electronics Co. 
has recently been judged by 
the US Department of Com- 
merce to bedumping imported 
colour TV sets on the US mar- 
ket. The final ruling on this 
issueisexpected in November. 
— PAUL ENSOR 



















| Billiton halts 
Thai tin dredging 









cil's quota system, Billiton 
Thailand — a subsidiary of the 









has suspended tin dredging off 
southern Thailand. For 






































quotas is pessimistic." 


Sect seeks theme 
park for Sydney 


backing an A$181 
(US$150.8 million) 







ney's derelict Darling Har- 
bour district, on the edge the 





The proposed park would be 
similar to Florida's Disney 
World Epcot Center. The 
group's locally incorporated 
Project Sunrise Pty wants to 
build pavilions linking new 
technologies with expositions 









ronment, resources and 


Aboriginal culture. 


spent on project planning. The 


term bonds in the US to pay for . 





which along | the Uni 
| cars. in South Korea, a highly 
| placed government 
said, refuting earlier reports 


Squeezed by the extended 
production cutbacks under 
the International Tin Coun- | 






npr ovement in the situ- - 
ation in the final quarter of 
1984 have not been realised, f 
‘and the long-term outlook on. 











— PAISAL SRICHARATCHANYA | 


Members of the Indonesian- 
based Subud religious sect are |. 
million. | pe 
a theme- | 
E park development for Syd- 


city's central business district. | 
venture between the 
owned Heavy Industries Corp. 
and Fritz Werner Co., of West 


firm. The пем 
of Australia's natural envi- | 


Director Murray Clapham, | markets. 





illion already dad: 1 


development now depends on 
a site being made available by 
the New South Wales state 
government. In 1983 the sect 
completed a US$19 million 
convention centre near 
Windsor Park in England. 

= HAMISH McDONALD 


| South Korea јан A 





to approve car ture 
There is: little chance South 


Korea's Samsung group will 
| be allowed to launch а joint 
| venture with Chrysler Corp. of 





ited States to produce 





source 


that a joint investment is 


| likely. "The government will 
study it if: Samsung submits its 


proposal,” the source said. 
But in view of the govern- 


| ment's restructuring of heavy 


istries in 1981, authorising 
d.passenger-car maker 
be certain to meet with 






| stron з resistance from estab- 
lished manufacturers Hyun- 


dài and Daewoo, he said. 





"Local press reports indicated 
that Hyundai — not Samsung 
Royal Dutch/Shell Group — |. 
; гуз sler.. 
past eight years, the company. | FONGKONE 
has been mining a concession | exchange 
area leased from the state-. 
owned Offshore Mining Or- | 
ganisation, producing an ag- f 
| | Btegate. .8,254 tonnes of ш 





- might seek a tie-up with 
~~ SHIM JAE HOON 





Plans for. the ‘Hongkong Dia- 


mond Bourse are almost com- 


plete and the exchange will 
cse „half-day 


trading in 
T ените the 


А хонар. impu and. "another 





100 without с е dur- 
its fir 





The Birmes ерии pus 
approved formation of a joint 
state- 


Germany — the first joint ven- 


| ture between a Burmese state 


corporation and a foreign 


enterprise, 


Myanma Fritz Werner Indus- 
| tries Co., will make machinery 
| for the domestic and export 
~~ M. C. TUN 
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Something worth drinking to 

in our Business Class are the splendid 
connections via Switzerland 
to 48 European destinations. 


Someone who first of all flies to 
Switzerland on the way to another 
European country isn't betraying à 
poor knowledge of geography. Just 
that he's specially well informed about 
enjoyable ways of travelling. 


If you choose Business Class for 
your flight from Bangkok, Beijing, 
Bombay, Colombo, Hong Kong, 
Jakarta, Karachi, Manila, Singapore 
or Tokyo, you'll arrive at your destina- 
tion relaxed and refreshed. Because in 


tice ДЖЕ GLASS. 


PARIS 


2 WIERD S 


EP ® BEIJING 
FN 


J 
COLOMBO SINGAPORE ¥ 


Of course, Swissair has some enjoy- 
able things to offer even before you 
travel. First and Business Class passen- 
gers, for example, can already specify 
whether they wish to sit by the window 
or on the aisle, in the smoking or non- 
smoking section of the cabin, when 
they make their booking. And every- 
one can count on a First Class, a Busi- 
ness Class and an Economy Class 
compartment in every Swissair air- 
craft. Which gives business travellers 
the guarantee - on the shortest as well 
as the longest flights - of being able to 
choose between a luxurious class anda 
specially comfortable one. (On a few 
routes government approval has not 
been given for Swissair to operate a 
Business Class service yet: please 
check with your local Swissair office.) 


¥ 





our DC-10s and B-747s you can make 
yourself at ease in a wide seat with a 
comfortable head-rest, wide arms and 
a foot-rest. So you have ample space 
for working, reading or dozing, 

The food, too, is ample, though 
well balanced. The different courses 
are served individually and you can 
choose from two or three alternative 
main dishes, accompanied by selected 
wines. 

And quite unusually attentive serv- 
ice 1s provided by our well trained, 
multilingual flight attendants. 

Which is something one appre- 
ciates particularly - and which you can 
test particularly easily - on a long-haul 
flight. 


swissair 7 


GGK 
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 ЅНАМСНАГЕРр BANK? 

| While chairman Michael 
Sandberg denies that there is any 
plan to move the headquarters of 
the Hongkong and Shanghai 
Bank from Hongkong, Chinese 
leaders are giving serious 
consideration to moving the 
headquarters of the Bank of 
China from Peking to Shanghai. 
This comes at a time when there 
is a feeling among economic 
‘leaders that manufacturing 
investment in Shanghai, China's 
largest city, is approaching 
saturation point owing to the 
difficulties of further expanding 
supplies of energy and raw 
materials. In the future, the 
metropolis should stress 





developing 
tertiary 
industries — 
banking, trade, 
transportation 
and information 
services — 
reformist ! 
economist Xue 
Muqiao 
recently 
argued in the 
Peking Jingji 
Ribao 
(Economic Daily). The objective 
should be to make Shanghai into 
the “largest financial centre in 
the country,” Xue said, “holding 
a pre-eminent position in the 
Asia-Pacific region.” 





THE FOUR MUSKETEERS 

A four-nation committee has 
been formed to coordinate the 
flow of aid to non-communist 
factions of the anti-Vietnamese 
Democratic Kampuchea 
coalition in Cambodia. The 
committee consists of 
representatives from Thailand, 
Singapore, Malaysia and the 
United States. The Americans are 


reportedly represented by the CIA. 


CHINESE PUZZLE 

The standing committee of the 
Chinese National People's 
Congress (NPC) is to address 
before the end of the year a 
possible constitutional . 
contradiction in the much-hailed 
"one country, two systems" 
concept under which Hongkong 
is to remain capitalist after 


BATHE WEEK Sane Oe ee sce dece e Re 


More than a million people staged a pro- 
test in Dhaka to demand an end to martial 
law, it was reported (14 Oct.). Journalists 
and editors in Dhaka halted work to pro- 
test at government censorship (15 Oct.). 


HONGKONG ) | 

The death toll of local seamen who died 
when the tanker they were on was at- 
tacked by Iraqi jets in the Gulf rose to six 
(10 Oct.). Legislative councillors ap- 
proved the draft agreement on the territ- 
ory's future with two abstentions (15 Oct.). 


INDIA 

Tribal insurgents raided a market in 
Tripura, killing one person and injuring 
four (14 Oct.). One person was killed and 
11 injured at the start of a protest strike 


| called by separatists in Tripura, the Press 


returning to Chinese sovereignty. 
Article 1 of the Chinese 
Constitution states that it is a 
socialist state and "sabotage of 
the socialist system . . . is 
prohibited." Special 
administrative regions, of which 
Hongkong will be one, can be 
established under Article 31, 
which allows their systems to be 
prescribed by the NPC “in light 
of specific conditions," but there 
is some feeling that this is too 
vague to cover the fact that 
Hongkong could be held to be 
run under a prohibited 

system. 


A YEN FOR FRANCS 


The Industrial Finance Corp. of 
Thailand, the closest thing to a 
development bank in the country, 
recently concluded a currency 


Trust of India said (15 Oct.). Three people 
were hacked to death and five were in- 
jured in an attack by tribal insugents in 
Tripura, it was reported (16 Oct.). 


INDONESIA 

A former minister, H. M. Sanusi, was ar- 
rested in connection with Muslim riots in 
September, it was reported (12 Oct.), Six- 
teen people were arrested in West Java for 
allegedly circulating anti-government 


pamphlets and cassette tapes, it was re- 


ported (15 Oct.). Fifteen people were ar- 
rested and charged in connection with 
explosions in Jakarta's Chinatown, the 
Sinar Harapan newspaper said (76 Oct.). 


PAKISTAN 
Karachi was partially paralysed by a 
eneral strike called by Sunni Muslim re- 


ligious arene At Oct.). Three Afghans 


Е. р 8 5347 4, 


swap by converting ¥4 billion 
US$] 6.2 million) of its debt into 
Swiss francs — the first such deal 
made in Bangkok. Several major 
American banks now are trying 
to introduce such merchant- 
banking tools as currency and 
interest-rate swaps to public- 
sector borrowers and major 
corporations in Thailand. The 
response has been broadly 
described as favourable and there 
appears to be room for an 
increase in such transactions, but 
the foreign banks need to 
persuade the Thais — 
particularly those in the public 
sector — to discard their age-old 
conservatism before swaps can be 
widely practised. 


THINK-TANK TALK 


Malaysian Foreign Ministry 
sources say the Institute for 
Strategic and International 
Studies (ISIS), a government- 
sponsored think-tank set up 
earlier this year, met four 
officials from the Soviet Union's 
Academy of Sciences for an 
unprecedented Malaysian-Soviet 
seminar on 13-18 October. The 
two countries’ perspectives on 
Southeast Asia provided the 
focus of the quietly planned 
gathering. Soviet participants 
included G. F. Kim, deputy 
director of the academy's 
Institute of Oriental Studies, and 
G. I. Chufrin, a department head 
from the same institute. 
Malaysian participants included 
Foreign Ministry, university and 
ISIS representatives, and an 
army major-general. 


crossed the border and asked for political 
asylum, the government said (15 Oct.) 


PHILIPPINES 

President Ferdinand Marcos retired 17 
generals and 13 senior colonels from the 
armed forces (16 Oct.). 


SOUTH KOREA 

About 2,000 university students in 
Seoul clashed with police during an anti- 
government protest (10 Oct ). 


SRI LANKA 

A dusk-to-dawn curfew was imposed in 
northern territorial waters to prevent 
separatist guerillas smuggling in arms 
from India, it was reported (14 Oct). 
Separatist guerillas robbed a railway sta- 
tion and shot two men in the northern 
town of Puliyankulam (16 Oct.). 
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After the Muslim riots, moderates may be placated over Pancasila 


` A matter of principles 


By Susumu Awanohara in Jakarta 


he bloody rioting in the Jakarta 
suburb of Tanjungpriok in Sept- 
ember revealed, among other 
things, the serious polarisation of 
opinion which has resulted from the 
Indonesian Government's insistence 





that all social — including religious — 


as well as political organisations must 
adopt the state ideology, Pancasila, as 
their only ideological foundation. 
Now parliament is attempting to 
narrow the gap, conducting open hear- 
ings and forming a special committee 


- to scrutinise the five draft political 


bills before it, including the most con- 
troversial one concerning Pancasila. 
These conciliatory moves, and the 
likely softening of the resulting law on 
social organisations, will no doubt pla- 
cate the moderate critics of the policy. 
But this still leaves the problem of the 
more radical opponents of the policy 
among militant Muslims. 

The political organisations have 
complied with the government's Pan- 
casila policy without much fuss. But as 
it became clear last year that the gov- 
ernment wanted similar compliance 
from social organisations as well, great 
concern was expressed, particularly in 
religious circles. 

The five tenets of Pancasila (belief in 
God, humanitarianism, national unity, 
democracy based on consensus and 
representation, and social justice) had 
been accepted by an overwhelming 
majority as the basis for Indonesia's 
statehood and nationhood. But the 
government was now going a step 
further, wanting to make the state 
ideology the foundation also for all so- 
cial relationships, which the religions 
considered were their domain. 

Late last year, the leaders of the five 
officially approved faiths (Islam, 
Roman Catholicism, Protestantism, 
Buddhism and Hinduism) jointly ap- 
pealed with the government to allow 
organisations which are formed on the 
basis of shared belief in God to main- 
tain that belief as their foundation. 

Meanwhile, more radical Muslim 
reactions to the government's Pan- 
casila policy, describing it as blatantly 
anti-Islam, were gaining strength. The 
criticisms — both mild and sharp — 


were largely blacked out from thelocal | 


press, lest they excited emotions and 
threatened stability. 

The Tanjungpriok incident demon- 
strated that the fears and hostilities 
which the Pancasila policy had gener- 
ated had to be dealt with more 


16 


squarely. To the dismay of many In- 
donesians, some top officials consi- 
dered any opposition to that policy 
tantamount to being anti-Pancasila 
and anti-state. 

But on the other hand, parliament 
was suddenly busy hearing, and airing, 
critical comments on the official pol- 
icy. Hearings had started some time 
before the Tanjungpriok incident but 
after it there were clear hints that the 
government intended to use the legis- 
lative process to "manage down" the 
heated political situation. More ex- 
perts, especially those who were likely 





to voice constructive criticism, were 
invited to testify and their views were 
reported extensively in the media. 


A university lecturer, Juwono 
Sudarsono, speaking in parliament às 
such an expert "witness," pointed out 
that the political bills, drafted by the 
well-to-do to reflect their interests, 
would bind all people once they were 
enacted. He said laws were respected 
and effective only insofar as they were 
relevant to daily life as it was lived. 
The lecturer's oblique criticism was 
that the government was forcing 
through laws which would have little 
meaning to the masses until more was 
done to increase economic equity and 
political participation. 

Commenting on Sudarsono's state- 
ment and taking it a step further, the 
leading newspaper Kompas warned 
against Pancasila becoming an ideol- 
ogy of the strong and a guarantor of the 
status quo. It must remain the ideology 
of all Indonesians, Kompas said. The 


Kompas editorial seemed to reflect the 
view that by stressing unity and har- 
mony over social change, Pancasila, 
according to the New Order or- 
thodoxy, tended to become more an 
ideology of containment and preserva- 
tion than an ideology prescribing poli- 
tical mobilisation. 

Another major theme of the hearings 
was that too much power was being 
concentrated in the state bureaucracy, 
threatening the autonomy of social or- 
ganisations as well as some of the per- 
sonal freedoms guaranteed in the con- 
stitution. Many speakers, including 
Muslim leaders and human-rights ac- 
tivists, stressed this, pointing particu- 
larly to passages in the Social Organi- 
sations Bill proposing to give the gov- 
ernment powers to guide, freeze and 
dissolve these organisations. 

One prominent Muslim leader stated 
that the/*Pancasila-as-the-sole-prin- 
ciple” policy had been misinterpreted 
and that many Muslims now felt they 
had to choose either Islam or Pan- 
casila. Other Muslim leaders stressed 
that their organisations were com- 
pletely loyal to Pancasila but they 
needed to consider the policy fur- 
ther. 

Two major Christian organisations, 
representing Catholics and Protes- 
tants, said they supported the Pan- 
casila policy but believed that they 
themselves, already having specific 
laws which govern them as organisa- 
tions, would not come under the new 
law on social organisations. It was still 
not clear which organisations might be 
exempted. 


efore adjourning the debate and 
recessing parliament, Speaker 
Amir Machmud stressed that all 
organisations domiciled in Indonesia 
must, without exception, embrace 
Pancasila in their respective constitu- 
tions as their only principle. But Home 
Affairs Minister Supardjo Rustam, 
who is responsible for the political 
bills, stated on a softer note that this 
requirement would not give rise to a 
monolithic state but would continue to 
guarantee the diversity of organisa- 
tions, which he said was the source of 
the nation's creativity and dynamism. 
Supardjo suggested that the opin- 
ions received in the hearings would be 
taken into account when the govern- 
ment, having enacted the political 
bills, worked on further regulations for 
their implementation. 
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was formed before the recess and was 
` given until the end of May 1985 — with 
` a possible extension — to scrutinise the 
five political bills. It is not certain 





whether this committee would have 
been formed without the Tanjungpriok Р 
incident. But clearly the governmentis | " 


allowing more time for the political 


‘bills: at one point, it-looked as though 


ће bills would be pushed through by 
early 1985. | 
. And. the 
play a crucia 
promise form 
able to all im 
educating and. 





borate: is expected to 
le in reaching a com- 
а on Pancasila accept- 
int parties and in 
| t rsuading the public, 
‘which has beet sed to radical op- 
-position to the Pancasila policy. 
-o Many have. compared the current 
political situation to: that in 1973 
“when the government and Muslims 
. confronted each. other over a pro- 
` posed marriage law, considered to be 
blatantly secular by Muslim religious 










leaders. When things were obviously 


getting out of hand, the military 
stepped in and dealt with the Muslim 
leaders directly, bypassing parlia- 
ment. 

Several factors make the current 
Situation more difficult to manage. 


First, this time, neither parliament пог 
the press hàs been allowed to function 


as a forum for genuine exchange of 
opinion and building of consensus. The 
two institutions may now be charged 
with these tasks but the credibility of 
the Muslim political party among Mus- 
lims is at its lowest point. 
Secondly, perhaps more than before, 
. it is difficult for the government to 
identify a group of Muslim leaders 
‘through whom it can deal with the gen- 
eral Islamic community. The cleavage 
between institutionalised Islam, large- 
ly led by the well-to-do Muslims in 
towns and countryside, and the grow- 
ing unorganised Islam of those who 
have little to lose has almost certainly 
widened, with the latter being politi- 
cised and radicalised. 
` Finally, whereas the military was 
able to play a bridging role between 
the government and Muslims in 1973, 
this time, it is the generals of the 1945 
Generation, led by President Suharto 
himself, who are pursuing the "Pan- 
casila-as-the-sole-principle" policy. 
The military will be less willing to 
compromise this time. 
Some feel that a collision is inevita- 


ble. Others are convinced that the gov-. 


ernment, perhaps unwittingly, has 
been unnecessarily provocative and 
that it does not have to retreat very 
much to calm down the majority of the 
~ Muslims, separating them from the ex- 
г tremists. There are already hints that 

the government and the military will 
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. By Guy Sacerdoti in Manila 


"he six-week delay in releasing the 
Ж Agrava board's report on its inves- 
tigation irito the 21 August 1983 assas- 


| sination of former senator Benigno 


Aquino is rooted in the sensitive issue 
of how far the board should go towards 
implicating one of the. Philippines' 
most powerful men — armed forces 
chief of staff Gen. Fabian Ver, a close 
confidant of President Ferdinand Mar- 
cos and head of both the Presidential 
Security Command and the National 
Intelligence Security Agency. - 


The five-member board, chaired by 


retired judge Corazon Agrava, is split 
over whether to mention Ver in the re- 
port at all and, if it does, in what con- 
text. Sources say the split is between 
Agrava herself, who does not want 
Ver's name included in recommenda- 
tions for prosecution, and the other 
four members who do... Ver has said 
that he had “ nothing ta todo with [the as- 


sassination]" and that he has no inten- 


tion of resigning his posts over the 
Aquino affair. 
Sources in touch with the board say 
a number of possiblilites z ire being dis- 
cussed. Ver, they say, could be cited in 
the report as sharing blame for the 
tragedy since he has command respon- 
sibility for the Aviation Security Com- 
mand (Avsecom), which had been or- 
dered to take Aquino into custody and 
safeguard his person upon his return to 
rom three years of voluntary 
| nited States. 
iatively, the sources say, the 










board could implicate Ver in an al- 


leged cover-up designed to lay blame 
for the killing on Rolando Galman, the 
man the government has insisted was 
hired by the Communist Party of the 
Philippines to kill Aquino and who 
himself was shot by at least four sol- 
diers immediately after Aquino was 
shot dead. 

A third possibility under discussion, 
the sources say, is that Ver will be ac- 
cused of being directly involved in the 
alleged conspiracy, since he و‎ 
Aquino upon his retuin home. The 
sources also say that Ver's testimony 
before ће board could be attacked in 
the report for inconsistencies and that 
the armed. forces. chief could even be 
cited for perjury. 

A 479-page memorandum prepared 
by the board’s legal panel and a draft 
version of the report, both of which 
have been leaked to the news media in 


_recent weeks, recommend prosecution 


А of. 18 militar 













At 4 personnel (one civilian i is 
also named) nduding A Ner Av: 


The ulê inquiry is divided over whether it should 
implicate Gen. Fabian Ver in its report 


action to be taken quickly. Top 


i б —— ———————m" RAP SLAMS Hae. 
cite niet нл чу уела لہ راما‎ ыйкай ووی عسو پروی چ رند دجم‎ a ATA i ary asym چ‎ e an e Ыл errr Ly eed Cor a ha NPAT тимеген rer hhh MMS EE E ta ar yma oprah a a dM ssi m dd PENI EON Dette Sten Waren ee tH won i He anl ir 


commander Brig.-Gen. Luther. Ci 
todio and the chief of the Metro) 
Command, Maj.-Gen. Prosper: 
Aquino’s five military escorts a 
among those recommended fc 
secution, according to the leaker 
ments. 

The Review has learned that 
possible prosecution and re 
have been discussed in meet 
cabinet ministers and other 
ranking government officials. Al 
stressed the need for a quick r 
to the report from the preside 
palace. One meeting was cal 
Public Information Minister € 
Cendana in the first week of Oc 























































"hree options for prosecuti 
. were discussed: file charges 
fim in Pasay City, in which ¢ 
where Aquino was killed. is: 
form a special court martial 0i 





respected high-ranking active + 


tired generals to try him, or Û 
against him with the Sandiganb 
special court broug it into ex 
under martial law in the mid-1 
try government officials < 
primarily with graft and. d corru] 
Although there was some 
the special court martial, it was: 
that the Sandiganbay an might. 
the best venue, so long as it was 
ided over Буса legal triumvirate of 
spected justices. The REVIEW learns 
from participants at the meeting; 
Presidential Security Command ofi 
ers that Manuel Pamaran, a fon 
judge in Manila’s Court of First 
stance who has been called "the hài 
ing judge" in cases involving gov 
ment officials, was mentioned a 
meeting as a candidate to head su 
court. jS 
Such meetings are important int 
they show that at least some of. 
closest government advisers wat 
secutions to follow the Agrava b 
recommendations and that they w 


































sources say the board's own chief 
counsel, Andre Narvasa, may bea 
to act as a special prosecutor di 
the trials. D 
Much of what Marcos decides w 
depend on publie reaction to the t 
port, analysts suggest. But governm | 
insiders say that in the current pi 
cal climate, a quick and dis 





at least the temporary г rep 
governmet pcd imp 

























Hamish McDonald in Sydney - 

stralian Prime Minister Bob 
Hawke generally is conceded a 
hill run to an easy win in the gen- 
ection called for 1 December and 
od chance of increasing his al- 
strong majority in the lower 
With a conservative opposition 
‘decided on whieh issues to 
iwke'smain worry now is that 





"n and create controversies. 
early election — more than a 


timed. An income-tax cut an- 
yunced in the recent budget will take 
t on 1 November, putting up to an 
Яга A$7.60 (US$6. 33) a week in pay 
ickets. Although distant clouds 
'er in the shape of slack business in- 
ment, uncertain wage pressures 
weak markets for Australian com- 
dities, the Labor Party is preening 
self on the country’s economic re- 
ery over the past 18 months. 


: mily Lau i in Hongkong 


ee weeks after the initialling of 
the future of Hongkong, most offi- 


s organisations, 
support for it. Many agree it pro- 
des a workable framework in which 
ongkong will be able to preserve its 
ue economic system and way of 
eafter 1997, However, it is becoming 
reasingly clear that many still har- 
ur doubts about their future. 

Such fears were reflected in debates 
"unofficials (non-civil servants) of 





ve a reputation for challenging gov- 

ment policies. In debates on the 
raft agreement on 15 and 16 October, 
hile most members endorsed it and 





o councillors abstained. Some also 
opped the usual diplomatic niceties 
d delivered a few home truths.’ 

hn Swaine, a Queen's Counsel, 











abor members may speak 


efore it needed to be called — is 


he opposition — a coalition of the 


the Sino-British joint declaration 


al bodies, as well as civic and busi- 
У have expressed | 


е Legislative Council (Legco), a law- 
aking advisory body consisting of | 
'ernment appointees who do not 


ended it to the Hongkong people, | 


when the issue of the territory's- 
ture fir вале most Hongkong 





e expected election swing to the ruling Labor Party may not 
е it control of the potentially obstructive senate 


Liberal and Nationa] Country parties 
under Liberal leader Andrew Peacock 
— has tried to dampen this by pointing 


to Labor's introduction of a much-re- 


sented means test for receipt of old-age 


pensions and the government's consid- 
eration of a new revenue base through 


value-added and capital-gains taxes. 
But the attack is weakened by public 
approval from senior Liberal figures 
for just such a tax shake-up. 

A redistribution of electorates and 
an expansion of the lower house from 
125 to 148 seats has increased the 
swing Peacock needs to unseat Hawke 
from 2.3% to 3.2%. But the polls are 
pointing to an increased vote for Labor 
from the 49.5% share that won it gov- 
ernment in March 1983. A transfer of 
the last election results to the ex- 


. panded house would see Labor with 89 


seats (as against the present 75), the 
Liberals with 41 (now 33) and the 
country-based Nationals with 18 (17). 

Should this putative 30-seat major- 


3 most public figures accept the Sino-British agreement, 
nagging doubts. зштасе! їп pubie debate. 


people wanted ii retain thé s status quo. 
They deeply distrusted communism 
and wanted British administration to 
continue to act as a buffer between 
themselves and China. They looked to 
Britian to negotiate for them, 

"I am not persuaded that [Britain] 
did all in its power for Hongkong. 1 
think it went to the negotiating table 
with one arm:tied behind its back. It 
disabled itself a long time ago, when it 
closed the door to Hongkong... by a 
series of immigration and nationality 
acts which turned the Hongkong-pass- 
port holder into a second-class citizen. 
If you don't want them, how hard will 
you negotiate on their behalf? Just as 
important, what is the Chinese percep- 
tion of your negotiating stance?” 

Councillor Chan Kam-chuen. also 
refused to endorse the draft agree- 
ment. Chan said half of Hongkong's 
5.5 million people came from China 
and had suffered political turmoil 
there. They swam across shark- 
infested waters to come to Hongkong 







-in search of political freedom. Chan 
said he could’ persuade these people. 
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Howard. Hawke’ ѕ aim is to entrench - 
Labor while economic and political | 


| conditions are at a peak. To this end, 


campaign advertising 
beyond traditional 


is reaching | 
followers and 


floating voters into enemy territory. - 


“Re-elect the ` 


The bottom line is | 
Hawke Ботен: not “Vote ' 
Labor.” ` = 


Even the euphoria of the élection i 
campaign, sweeping across the conti- - 
nent on the jetliner bandwagons of 
Hawke and Peacock, will not be able to 
hide the most predictable election re- 
sult in Australian history. For some 
observers, attention is turning to an 
apparent side-issue. What is interest- - 
ing, because there is some doubt about 
the outcome, is the election of half the 


upper house, the senate, at the same 


time as the lower house polls. 

E lections for the upper heuse are 
always a complicated business, 

based on state-wide proportional re- 

presentation with preference voting — 


meaning voters have to list their order 


of preference among candidates down 
to the last flat-earther. This time they 
are further шрека by the опсе-—. 







ба the draft agreement is ње Best | 
possible under the circumstances, but. 
since he could not foresee its full im- 
plementation after 1997 without reser- 
vations, he could not commend it. 
While most Legco members com- 
mended the joint declaration, many 
also did not try to hide their reserva- 
tions. Many praised the “one country, 
two systems” concept (under which 


Hongkong will remain capitalist for 50° 


years after 1997) as "imaginative, bold, 
pragmatic and innovative,” but still 
expressed anxiety as to whether the 
terms of the draft agreement would be 
implemented. They also were aware of 
the problem that China's future lead- 
ers may not honour the agreement. 
Most admitted it was not a perfect 
agreement’ but supported it because 
there was no chéice. As senior Legco 
unofficial Roger Lobo warned bluntly: 
“Our choice is to accept this agreement 
or face the future without one." _ 
Councillor Wong Lam used the de- 
bate to air one of the most controver- 
sial aspects of arrangements surround- 
ing the declaration — the Assessment 
Office. The office was set up to collect 
and collate public opinion for the Вгі-. 
tish Government and Parliament, 
though officials have made it clear the 
joint declaration cannot be changed i in 
any way. Wong called: the exercise a 
waste of taxpayers ү ое. since 
adequate m : Ро РР 
ао the job. 
agreeme it 









































om onc n oi th 

states, so that the senate can be ex- 
panded from 64 to 76 seats (totals 
which include two members each for 
the Australian Capital Territory and 
the Northern Territory) and thus re- 
tain its constitutional requirement of 
half the lower house numbers. 

An additional catch is that the 
seventh senator to be elected this time 
from each state has only a three-year 
term instead of the normal six years. 
He will join the other five of his state's 
present 10 senators who face the voters 
in the next half-senate election, and 
the regular pattern of the expanded 
chamber will be set. 

The senate was pitched at this odd 
tempo by Australia's founding fathers 
in the 1890s, who saw it as a check on 
populist powers and, particularly, as a 
defender of the states' rights in the 
Australian federation. The result is 
that it reacts far less to the swings of 
party preference than the lower house. 
The system has allowed the emergence 
of splinter groups holding the balance 
of power: in the 1960s and early 1970s 
it was the Roman Catholic-based 
Democratic Labor Party which sided 
against the ALP. 

Malcolm Fraser's conservative gov- 
ernment then saw its grip on thesenate 
loosened by the Australian Democrats 
— a group similar to West Germany's 
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landslide i 1 1983 failed to win 
Labor a ma monty in the full senate 
election, held simultaneously under a 
double dissolution called by Fraser. 
Labor has only 30 of the present 64 
seats, the Liberal-National coalition 
28, the Democrats five and a Tasma- 
nian Labor rebel one. 


hile Chipp generally sides his 
party with the Hawke govern- 
ment, it has voted with the opposition 
to scuttle certain legislation including 
retrospective legislation to regain 
money from tax-dodging schemes. 
With three of their senators going for 
re-election this time, the Democrats 
have a less-predictable result than the 
main parties. To win a majority, Labor 
would need to win four of the seven 
seats in at least five of the states, but it 
is unlikely to win more than three in 
either Tasmania or Queensland, which 
are held by hostile conservative state 
governments. The next best prize is an 
even 50% of the senate, which would 
be achieved by four members from the 
four Labor-held states of New South 
Wales, Victoria, South Australia and 
Western Australia. Here Labor would 
need a swing of around 5% from the 
46% vote achieved in March last year 
to win the required voting “quota,” 
which is slightly more than 50%. 
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in oe d UR i Labor «sé | 
three Liberal ог National and one p? 
minorities such as the Democrats. 
Thus, Chipp could see his party num- 
bers at anywhere between two (himself — 
and another senator not up for election 
this time) and seven. A corollary isthat 
however many senators he has, all will 
face re-election three years hence 
Hawke thus needs a sizable swing 
from last year's good result to clear 
the upper house of troublesome | 
minorities. He would need an even big- — 
ger sweep to get public approval for a 
permanent change to its election pro 
cedures, which is being put to a con- _ 
stitutional referendum on 1 December 
as well. The proposal would tie senate - 
and lower-house elections, thus re- - 
moving the potential for state premiers. 
to upset federal schedules. 
But the Australian electorate hasa _ 
habit of voting "no" on such questions 
— especially when party unanimity is 
lacking on them, as now. Appreciation. 
of the senate may have changed, partly _ 
as a result of the Labor Party’s own in- © 
itiatives while in opposition to turn it 
into a house of inquiry. Once a somno- - 
lent chamber, where elevated party - 
hacks dozed on red leather-clad - 
benches through speeches on wheat- 
stabilisation bills and the like, the se- — — 
nate has been improving its perform- 
ance as a critic. B x 




















tish Parliament was a foregone conclu- 
sion because of a huge government 
majority. 

The Assessment Office came into 
being immediately after the joint dec- 
laration was initialled on 26 Sep- 
tember. Since then it has run into con- 
troversy over the question of confiden- 
tiality for all submissions (REVIEW, 11 
Oct.). Originally the government had 
refused to destroy the signed submis- 
sions, saying they would all be sent to 
London with the Assessment Office's 
report and would be sealed for 30 
years, under the British secrecy rule. 

This was obviously not good enough 
for many Hongkong people who were 
worried about being victimised for 
speaking out against the joint declara- 
tion — even though the submissions 
would not be made public until 2015. 
The government finally gave in and 
ruled that all submissions, except 
those from main organisations, would 
be destroyed after ratification of the 
draft agreement. 


owever, all this was too little too 

late to salvage the reputation of the 
Assessment Office, which even some 
government officials privately agreed 
was "a complete disaster and thorough- 
ly discredited." Since it began opera- 
tion, it has received fewer than 600 
submissions, though more than 3 mil- 
lion copies of the joint declaration had 
been distributed. Some organisations 

. have threatened to boycott it. 
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Visiting British Labour MP Ian 
Mikardo dismissed it as “a farce and a 


sick joke." He said: "It isn't in any 
sense meaningful. It's just a cosmetic 
exercise. I don't think anybody really 
believes in it, —— not even the people 
running it." Others are critical of the 
office for not going out to canvass 
views and for not making itself more 
accessible to the public. But the main 
frustration is the inability to alter the 
draft agreement. 

While many people still are suspi- 
cious of the joint declaration, some 
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former critics have become ardent ad- 
vocates or are, at least, sitting on the ~ 
fence. The chairman of the Urban 
Council (Urbco), Hilton Cheong-Leen, 
has changed his mind most drastically. _ 
On 17 June 1983 he told the Lions Club 
of Hongkong: "There is a strong and _ 
definite feeling in Hongkong that, if 
confidence here is to be preserved, a 
case does exist for Hongkong people to 
start planning to govern Hongkong in _ 
partnership with a British administra- 
tive presence for a transitional period 

of up to 30 vears after 1997." 

On 9 October this year, speaking at - 
the Urbco debate on the draft agree- _ 
ment, he praised China's leaders for 
their "far-sighted" one country, two 
systems proposal. 

Another who has changed his mind 
is Legco member Allen Lee, who led a 
delegation of local professionals to Pe- 
king in May 1983 to warn the Chinese - 
leadership that the proposal of self- — — 
government for Hongkong would | 
upset the territory's prosperity and | 
stability and would trigger off an out- 
flow of capital and professionals. But 
speaking at the Legco debate, Lee said 
that while he still has some concern 
over the draft agreement, he regarded | 
the one country, two systems concept 
as the "boldest political thought that | 
contemporary history has ever en- | 
countered. This draft agreement is | 
only the beginning of a new Hongkong 

. lsupport [it] with clear conscience,” 

Lee said. п 


19 





i 








a 7m We vnu l 
а mbassado y nintec bv the 


PAWS FOR THOUGHT 


FOREIGN RELATIONS 


Bone of contention 


A top-level Soviet visit to Tokyo is not likely to solve 
the territorial dispute which divides the two countries 


By Charles Smith in Tokyo 


D inmukhammed Kunayev is not one 
of the more influential members of 
the Soviet politburo, though his mem- 
bership of the 12-member supreme 
policymaking group dates back to 
1971. Nevertheless, the fact that he will 
be visiting Japan at the end of October 
as leader of a group of Soviet par- 
liamentarians seems to mark a change 
for the better in Soviet-Japanese rela- 
tions. 

The visit will be the first to Japan 
from the Soviet Union by someone of 
Kunayev's seniority in nearly eight 
years. During his stay in Tokyo he will 
have at least one meeting with Prime 
Minister Yasuhiro Nakasone as well as 
sessions with leaders of the ruling Lib- 
eral Democratic Party and opposition 
parties. The message he is likely to take 
back with him to the Kremlin is that 
Tokyo badly wants to get on better 
terms with Moscow but not at the cost 
of shelving its long-standing claim to 
the “Northern Territories” — the four 
small islands immediately north of 
Hokkaido which the Soviet Union oc- 
cupied at the end of World War II. 

Kunayev's Tokyo visit is the most 
important to date in a series of cauti- 
ous moves towards normal relations 
between the two countries, the major- 
ity of them initiated by Japan. In De- 
cember 1983, just after Nakasone's 
near-defeat in a general election, the 
prime minister told a parliamentary 
questioner that he wanted to tackle the 
job of improving relations with Mos- 
cow as a foreign-policy priority for 
1984. A chance to start talking to the 
Soviets occurred in February when 
Foreign Minister Shintaro Abe met his 


Soviet counterpart Andrei Gromyko in 
Moscow after the funeral of the Soviet 
leader Yuri Andropov. 

This meeting was quickly followed 
by "high-level" consultations in Mos- 


cow between a Japanese deputy 
foreign minister and Soviet Vice- 
Foreign Minister Mikhail Kapitsa. 


During these discussions Japan agreed 
to allow the resumption of various 
bilateral contacts which had been sus- 
pended as one of Japan's sanctions 
against the Soviet Union inthe wake of 
that country's invasion of Afghanis- 
tan. The contacts included the staging 
of an annual Japanese-Soviet film fes- 
tival, negotiations on a tax agreement 
and official trade negotiations. 

Soviet interest in re-starting the lat- 
ter is particularly understandable 
given the 3:1 surplus Japan has been 
earning on its trade with the Soviet 
Union during the past few years. To 
correct the imbalance, Moscow would 
probably like to interest Tokyo in some 
new Siberian resource-development 
projects. 

While Japanese and Soviet officials 


were talking to each 
other in Moscow, the 
Soviet ambassador in 


Tokyo began to sound out 
MPs on the possibility of 
resuming exchanges of 
visits between Japanese 
and Soviet parliamenta- 
rians which also had been 
suspended since the late 
1970s. In one such discus- 
sion with the chairman of 
the Japan Socialist Party, 
Masashi Ishibashi, the 





Gromyko: unbending. 


would be prepared to send a politburo 
member to Tokyo as the leader of a 
mission of members of the Supreme 
Soviet. 

Ishibashi presumably passed the 
word along to the Foreign Ministry, 
which has been doing its best not to 
sound too excited about the fact that, 
after an eight-year gap, a senior 
member of the Soviet hierarchy will fi- 
nally be setting foot in Japan. 


pee with the virtual absence of 
contact on trade or cultural issues 
that marked Japanese-Soviet relations 
in 1982 and 1983, the various exchanges 
planned for the next few months add 
up to a sizable thaw in bilateral deal- 
ings. However, it would be a mistake to 
conclude that Tokyo is doing anything 
more than bringing up the rear in à 
general movement by the West to get 
on slightly better terms with Moscow. 
During the first nine months of 1984, 
the United States, Britain and West 
Germany all either despatched their 
foreign ministers to Moscow or hosted 
visits to their capitals by Gromyko. 

Japan wants Gromyko to visit Tokyo 
but has been unable to persuade him to 
make the trip, and is apparently not 
willing to send Abe on an official visit 
to Moscow until Gromyko has been to 
Japan. When the two foreign ministers 
met briefly in New York in September 
during the United Nations General As- 
sembly, Gromyko sounded "slightly 
less negative than before" about com- 
ing to Tokyo, according to the Japan- 
ese Foreign Ministry, but the differ- 
ence could just have reflected a choice 
of words, or the mood of the moment. 
The essence of Gromyko's position, 
that he would not come to Tokyo until 
his hosts promised to soft-pedal the 
northern islands issue (and keep right- 
wing anti-Soviet demonstrators out of 
sight), seemed unchanged. 

Japan's claim to the four islands of 
Shikotan, Hambomai, Kunashiri and 
Etorofu is based on the fact that all 
four were historically a part of Japan- 
ese territory and on the assertion that 
Japan never intended the southern 
Kuriles to be covered by a clause in the 
San Francisco Peace Treaty under 
which Japan signed away its claims to 
the Kurile chain. The Soviet Union 
simply says that "no territorial issue" 
exists between itself and Japan. The 
issue has done more than anything else 
to sour bilateral relations 
over the past 30 years and 
is the reason why, even 
today, no peace treaty has 
been signed between the 
two countries. 

Japanese diplomats say 
that all this will be 
proved to have been 
worthwhile when Mos- 


cow eventually hands 
back the islands. Out- 
siders can only admire 
their optimism. п 
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op Cover For 
Top People 


USS1,200000 
„Increasing t 
US91,500000 


Top Protection For Business Travellers 

As a frequent traveller, you are no doubt concerned about the 
quality of your travel accident insurance which must give you 
maximum protection not only in value, but also maximum 
protection in scope. 


At the International Airline Passengers Association, we understand 
the needs of the frequent traveller, and have custom-designed 
through the world-famous Lloyd's of London a competitive and 
high-value travel accident insurance for our over 100,000 elite 
members in 174 countries. Because of our large-volume purchasing 


pr 


| 
| 
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power, IAPA/Lloyd's rates are also the lowest available anywhere. 


High Value Plus Automatic Bonus 

In your first year, you may select cover up to US$1,200,000. 
This is more than three times the amount normally available. 
Your renewal bonus then pushes this up, at no additional cost 
to you, by as much as 25% after three years to as high as 
US$1,500,000! 

Your unique IAPA/ Lloyd's cover protects you 24 hours a day, 
365 days a year — whenever, wherever, and however you travel 
as a ticketed and/or fare-paying passenger by air, land, or sea on 
any officially licensed common carrier: planes, ships, ferries, 
taxis, helicopters, hovercraft, commuter trains, tubes, buses... 


Your lIAPA/Lloyd's cover pays out in addition to any other 
insurance you may have, and provides you with three additional 
benefits: Hospitalization pays up to 30 days for covered 
accidents; disability benefits start on the 13th month for a 
maximum of 60 months; and dismemberment is also included. 





O J want to join IAPA! 


Please enroll me as an ІАРА member. | understand my membership 
becomes effective on the date my payment is received. | have ticked 
below the membership class | require. | will receive a BONUS cover 
age for uninterrupted membership which increases my coverage by 25% 


after three years 















































Annual USS 4th Year ] Daily Monthly 
Membership 1st Year Coverage Including Hospital Disability 
Fee . Coverage | Automatic Bonuses Banefit 
US$1,200,000 US$1,500,000 — 
| US$ 800,000 US$1,000,000 - US$100 US$3,200 
в | | US$ 400000 | US$ 500,000 . US$ 75 | _USS$1,600 
| 059130 | USS 200,000 US$ 250,000 USS 50 USS 800 
| USS 85 USS 100.000 USS 125,000 uss 50 | uss 400 | 
| Qusse6s | uss sooo | US$ 62,500 | uss 25 | uss 200 | 
insurance effective upon receipt of payment. Hospital benefits pay up 
to 30 days for covered accidents. Disability starts on 13th month for 
maximum 60 months. All member benefits and services apply 
ÛJ Cheque enclosed (make payable to IAPA) LJ Bill my company 
Charge 
Г] American Express LJ MasterCard O Visa О Diners О Carte Blanche 


Credit card number 
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INTERNATIONAL AIRLINE PAS 
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Prestige e Savings e Comfort ө Convenience 
When you join IAPA, you are a recognized traveller. Depending 
on the travel protection you require, you select your own level 
of membership, and you will automatically enjoy a full range 
of practical IAPA benefits and services: 


Preferred VIP rates at over 2,000 international hotels 
Substantial savings at leading car rental agencies 
Worldwide luggage protection and retrieval service 
Access to IAPA airport lounges 

Free “members-only” travel magazines and newsletters 
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Savings from the above benefits alone will help recoup the cost 
of your membership fee, but we do more for you 


The World's Oldest, Largest, And Most Influential 
Travellers Association... It Makes Sense To Belong 


When you join IAPA, you are no longer a lone traveller because 
you have the strength of over 100,000 fellow members right 
behind you. Your concerns are important. Your opinions count 
As the world's oldest travellers association (established in 1960 
we have constantly spoken out on behalf of our elite member 
ship for greater travel safety, comfort, convenience, and econom 
Join now and get the strength of IAPA behind you! 


Your Satisjaction Guaranteed, Or Your Money Back! 
Your satisfaction is important to us. If for any reason you are 
not happy with your membership, notify us for an immediate 
refund. 


di >p 
Fill in and mail to: International Airline Passengers Association 
lll P.O. Box 20282, Hennessy Road | 
or P.O. Box 113. London SWIP II 
or P.O. Box 660074, Dallas, Texas 75266- 


Mr/Mrs/Ms. 
Date of birth. 
Company. 
Title 


Address 


City 


Home phone 
Beneficiary. 
meiationsnip__ 
Signature. 


Or 
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THE FIRST NONSTOP FLIGHT: 


On 29 Oc r Singapore Airlines EF . T " 
n 2X “ tober, Singapore Airlines makes commercial Singapore. Every Monday,Thursday and Saturc 
е , е ` “r” VO . ida и " е _ P. " : g^ " ° 3 Jr a JIC 
eiie ustory vet again, with the introduction evening, our exclusive BIG TOP, the biggest 
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of the first and only nonstop flights from London to and most advanced 747 of all, will take off from 
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ROM LONDON TO SINGAPORE 


yndon’s Heathrow Airport and arrive in Singapore from London to Singapore or return, you will 
st 121/2 hours later ... the fastest way. enjoy a standard of inflight service even other 
id,of course, on any of our daily BIG TOP flights airlines talk about. SINGAPORE AIRLINES 





Taking technolcgy 








ne step ata time. 


` ‘Technology i is just another word for tools. 

` A ladder and a silicon memory chip are equally 
А ant illustrations of what that means. They allow people _ 
to do work that might otherwise be b beyond their reach. 

. IBM is in the business of improving tools (though we 
do spend more time on memory chips than on ladders). 
Our million-bit chip has the largest capacity ever 
produced on an existing manufacturing line. We 
developed disk and tape drives for transferring data at a 
record rate of three million characters per second. The 
electronic packaging in our largest computers is the 
densest in the industry. | 

That IBM can claim these individual accomplishments 
is really not the point. New records are set all the 
time in our industry and we expect to continue setting 
them ourselves. 

But there is a message in them. 

It’s a message about a company's resolve and its 
ability to recognize what kinds of tools you need. 

Resolve means having the right people and giving 
them the right kind of support. — 

Resolve also means committing to the tough business 
of technology: exploring promising but uncertain ideas, 
pursuing flashes of insight but never straying from 
the certain rewards of improving tools one step at a time. 

Recognizing the kinds of tools you need means 
understanding the kind of work you do. That’s true whether 
our tools serve you, your company or your country. 

If you’re looking for a company that will provide the 
technology you need when you need it, you can look at the 
records we've set today. 
` But you might also look at the IBM record itself. It’s 
ап unparalleled display of the tools you’ve needed. 
One step at a time. === = 
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оти уои сап pack а suitcase 


in ten minutes. 
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0 بو‎ Hotel 


The Boulevard Hotel Singapore responds to the needs 


ngap ore, e of the frequent traveller. If work brings you to Singapore, 
consider our Business Class. Rooms with king-size beds, 


office-size desks and breakfast on the house. A lounge with 
complimentary drinks at cocktail time and private phone 
booths for your confidential calls.. There's a girl-Friday to 
handle secretarial essentials. Word processors for perfect 


ping. We can even give you a complete private e apf ice. 





If its pure pleasure, we are right by Orchard Road, yet 
you can look on to the lush green slopes across Orchard 
Boulevard. Everything about our hotel has a brisk young 
air, from the stunning modern art of our atrium to the crisp 
styling of our rooms. Friendliness and efficiency denote our 
service. After all, a frequent traveller demands no less. 


BOULEVARD HOTEL 


200, Orchard Boulevard, Singapore 1024. Telex: RS 21771 BOUTEL. Cable: BOUTEL 

GOODWOOD GROUP SINGAPORE — GOODWOOD PARK * BOULEVARD HOTEL SINGAPORE * YORK HOTEL * LADYHILL HOTEL 
Reservations Worldwide: кёр © Golden Tulip Hotels. Utell International. 

Australia, Japan and USA:.Southern Pacific Hotel Corporation, Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. Your travel agent or airline. 
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ADVAN TAGE 


ONLY GE CAN GIVE AIRLINES A NEW ENGINE 
WITH THE LOWEST OPERATING COST 
AND HIGHEST THRUST BY 1985. 





‘To increase the CF6-80C2 features advanced 
profits with- flowpath design to reduce pressure 
out sacrific- losses; refined cooling techniques for 
ing high improved turbine efficiency; plus 
performance lighter, stronger, fewer parts. These 
or advanced add up to lowering the cost of engine 
technology, ownership, by design, GE’s unique 
airlines can count on the GE design. 
Advantage that comes with the Best of all, airlines won't have to 
new CF6-80C2 engine. It’s the wait until the 1990's for this cost- 
ideal combination of up to 62,000 conscious engine to come off the 
lbs. of thrust and a record-breaking drawing boards. The CF6-80C2 will 
low in specific fuel consumption. be ready to fly next year. And that 
Using GE/NASA technology will give CF6-80C2 owners the GE 
developed in the E’ engine project, Advantage over competing airlines. 
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YOU NEED GE mw RS 
TO GET THE ADVANTAGE. £ E =. 
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MALAYSIA 


Two peas in a pod 


National Front coalition partner Gerakan re-elects 
its two top officials, but the race is a close one 


By James Clad in Kuala Lumpur 


t its 29-30 September assembly in 

Kuala Lumpur, the Parti Gerakan 
Rakyat Malaysia (Malaysian People's 
Movement Party) focused its attention 
not only on party elections but also on 
looming social issues facing all Malay- 
sians — not least the future of Gera- 
kan's professed multiracial style of 
politics. 

The party remains a minor player in 
this country's ruling National Front 
coalition, in which the United Malays 
National Organisation (Umno) is the 
dominant partner. It holds just five of 
154 federal seats and only 15 state as- 
sembly seats throughout the 13-state 
federation — most of them in the over- 
whelmingly Chinese island of Penang. 

Immediately at stake was the party 
presidency, currently held by Datuk 
Lim Keng Yaik, and the deputy prensi 
dent’s job, held by Minister for Pri- 
mary Industries Datuk Paul Leong. 


The approximately 1,670 delegates... 3. 
also filled three elective vice-presiden-, 


cies and 18 central committee posts.” 


Just before the election, the top incum= 
“ in- Р, ) 


bents described themselves as 
separable . .. like two peas in a pod." 

While the pair retained their posi- 
tions, it was a closely fought contest. 
Lim's reputation as effective party or- 
ganiser enabled him to survive a chal- 
lenge from former Malaysian Chinese 
Association (MCA) deputy president 
Datuk Michael Chen. Chen capitalised 
on doubts about Lim's ability to win 
concessions from Umno while his run- 
ning mate, Deputy Agriculture Minis- 
ter Goh Cheng Teik, played on percep- 
tions that Leong has become an aloof, 
technocratic minister lacking the com- 
mon touch. Chen failed in his bid by 56 
votes; Goh by just five. 

The two opponents might have suc- 
ceeded had they not formed what one 
source described as *a rather unlikely 
alliance forged rather late in the day." 
Considerable residual suspicion be- 
tween the Goh and Chen camps re- 
mained evident right up to theelection. 
Goh had come close to making his own 
bid for the presidency, and his switch 
to the race for the second slot disap- 
pointed some supporters. 

But apart from factional manoeuvr- 
ing, some came away from the assem- 
bly pessimistic about the type of multi- 
racialism practised by the predomin- 
antly Chinese party. Despite Gera- 
kan's undoubted adherence to multi- 
racial principles, only 101 of the as- 
sembly delegates were not of Chinese 
ancestry (59 Malaysian Indians and an 
assortment of others, including nine 
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Malays). None of them won any elec- 
tive post; even national organising sec- 
retary Samuel Raj failed in a bid for a 
central committee seat. 

Viewing this uneven distribution — 
Malaysian Indians claim they consti- 
tute almost 20% of Gerakan's 140,000 
members — some delegates privately 
grumbled that the credibility of Gera- 
kan's self-proclaimed multiracial 
character seemed increasingly hollow 
in a society recently described even by 
Deputy Prime Minister Datuk Musa 
Hitam as more “racially polarised” 
than before. 

But the Gerakan leadership insists 
that the party remains multiracial in a 
more significant way than just the 
ethnic composition of top party posts. 
Party figures, such as Lim and Penang 
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Chief Minister Lim Chong Eu, told the 
REVIEW that disappointment among 
non-Chinese delegates — while under- 
standable — missed the mark. Party 
president Lim said: "Gerakan's com- 
mitment to multiracialism lies in its 
positions on basic social and economic 
issues and in the way we put these to 
the government.” 


n August, Gerakan members met 

for a one-day economic seminar in 
Kuala Lumpur to debate the mid-term 
review of the government's Fourth Ma- 
laysia Plan — an evaluation of econo- 
mic-development spending program- 
mes published earlier this year 
(REVIEW, 23 Feb. and 12 Apr.). At this 
gathering party president Lim, Leong, 
Gerakan treasurer Alex Lee and other 
party officials frankly questioned the 
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implementation of many government - 


policies, including some elements of 
the sacrosanct New Economic Policy 
(NEP) — а government-sponsored pro- 
gramme "to eliminate identification of 
economic function with race" by 
transferring at least 30% of corporate 
wealth to bumiputra (mainly ethnic 
Malays) by 1990. At the same gather- 
ing, participants called for a "national 
economic policy" to begin after 1990 
(the targeted end of the current, 20- 
year NEP) which would "channel re- 
sources to groups on the basis of their 
economic needs rather than on the 
basis of ethnicity," in the words of a 
paper presented by Gerakan's econo- 
mic bureau. 

Behind closed doors, the govern- 
ment's fiscal policies came in for some 
tough criticism as did the practice of 
importing labour from Indonesia 
(REVIEW, 26 Apr.). The rigid racial 
quota practised for the past 14 years 
under the NEP also took a beating. 
Soong Siew Hong of the party's econo- 
mic bureau in a position paper, called 
for racial integration in some small- 
scale industries by reserving industrial 
licences for “genuine bumiputra/non- 
bumiputra 50:50 joint ventures.” An- 
other position paper called for more 
non-bumiputra — in other words, Chi- 
nese — in government service and in 
agriculture. 

While these points in general reflect 
some of the anti-racial objections some 
Malaysians have to the NEP and other 
government policies, the more im- 
mediate problem for Gerakan is how to 
get these viewpoints across to the 
Umno-dominated government. Leong 
and his challenger Goh hold the only 
two cabinet positions alloted to Gera- 
kan, and Leong’s Primary Industries 
Ministry is the party's only full 
portfolio. To increase its non-racial in- 
fluence and boost its cabinet represen- 
tation, Gerakan must first improve its 
electoral performance 

Yet that, paradoxically, depends 
mainly upon how mány Chinese voters 
it can draw away from its National 
Front partner, the MCA. Sources said 
that if the power struggle still under 
way in the MCA (REVIEW, 10 May) is 
not solved by the end of the year, Prime 
Minister Datuk Seri Mahathir 
Mohamad (also the National Front 
chairman) may look more kindly upon 
Gerakan's request for more par- 
liamentary seats at the next general 
election — which could occur well be- 
fore the April 1987 election deadline. 

If more seats are given to Gerakan 
through juggling who stands where — 
in order to keep Chinese votes within 
the National Front and away from the 
Chinese-based opposition Democratic 
Action Party — chances are good for a 
second full portfolio for Gerakan. But 
the irony is that its multiracial mes- 
sage may become further diluted in the 
process, as it appeals to the Chinese 
electorate to boost its parliamentary 
showing. п 
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, e difficulties of getting together 


*ino-Soviet relations are going 
# through a difficult period. For 
xf former close allies who have gone 
through two decades of bitter animos- 
ity, returning to normality is not an 
easy matter. China lived through the 
 horrors of its Cultural Revolution, 
che ged its foreign policy several 
times and — with American help — 
e merged out of international isolation. 
. During the same years the Soviet 
Jnion become a ranking world power, 
su ccumbed to the temptation of de- 
tente with the United States only to be 
th nwarted and humiliated by American 
X a ections imposed in the wake of the 
Soviet invasion of Afghanistan, and 
was forced to stand up to President 
Ronald Reagan's confrontation. But as 
14 hey contemplate normalising their re- 
lations, Moscow and Peking seem un- 
able to part with their entrenched at- 
tit des and accumulated bad feeling. 
" Much of their difficulty stems from 
the Sino-Soviet conflict losing its 
bi lateral nature. It became inter- 
nationalised with Richard Nixon's 
јо! ırney to Peking, as American 
strategists concluded that Sino-Soviet 
enmity was an important asset in the 
T tinuing tug-of-war between the US 
and the Soviet Union. The US under- 
took no commitment to China’s secu- 
rity and, despite the Shanghai Com- 
munique and the subsequent docu- 
ments, retained its special relationship 
with Taiwan. 
. Washington assumed that the im- 
provement of China's strategic posi- 
tion and the political and economic 
_ benefits arising from its fully fledged 
membership of the world community 
outweighed Taiwan's continuing de 
_ facto independence. This assumption 
was reasonable, for China's decisive 
^: move into the anti-Soviet camp was 
пої a matter of political preference, 
but a consequence of the fear of a 
pe attack. 
و‎ the agreement between 
Aleksey Kosygin and Zhou Enlai in 
eptember 1969 to cool off the border 
conflict, this fear continued to domi- 
nate the minds of Chinese leaders. In 
` their perception, the Soviets wanted to 
“encircle” China in partnership with 
- Vietnam, elated by its victory over the 
_ US and anxious to expand its power 
and influence to Laos and Cambodia. 
. Hanoi's ambitions, combined with the 
` Soviet threat, induced China to move, 
_ in 1978-80, to the forefront of the anti- 
Soviet coalition, seemingly merging its 
strategy with that of the US. 
The impact of this development 
upon the Soviets needs to be under- 
. Stood if their present position is to be 
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appreciated. Initially confident of their 
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ability to control China's behaviour by 
deployment of an impressive force 
along the common border, the Soviets 
felt suddenly confronted with a US- 
Japan-China quasi-alliance menacing 
their eastern territories just as Nato 
threatened their western domains. Al- 
though militarily weak, China was not 
subject to the strategic deterrence gov- 
erning the US-Soviet confrontation. 

Worse still, the Chinese were seen in 
Moscow as hostile to the point of irra- 
tionality, a perception which was only 
strengthened by the Chinese attack on 
Vietnam in February-March 1979. The 
overall Soviet position was aggravated 
nearly a year later by the international 
uproar over the invasion of Afghanis- 
tan. 

The ensuing crisis in Soviet-Ameri- 
can relations was greeted with satis- 
faction in Peking, where hostility be- 
tween the superpowers has tradition- 
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ally been regarded as the most impor- 
tant prerequisite for China's security. 
In opening up relations with the US the 
Chinese leaders hoped to give 
Washington confidence to stand up to 
Moscow despite the defeat in Vietnam, 
thereby reinforcing anti- detente 
forces in American politics. Now that 
the Afghan crisis had safely termi- 
nated detente, the Chinese could re- 
examine their own position. 

Despite the many obvious benefits, 
strategic cooperation with the US had 
serious drawbacks for China. One was 
the damage to its relations with Third 
World countries where the US was 
seen as the foremost imperialist power. 
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€ it is doubtful that this mutual 
sniping will lead to a revival of 
the old Sino-Soviet hostility. 
Neither side, for varied reasons, 
wants to give up the 
improvements, however 
modest, in their bilateral 
relations. 
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The other was internal political reac- 
tion. While the public had accepted the 
need to counter the Soviet threat, in 
the eyes of the party China remained a 
socialist country, presumably dedi- 
cated to Marxism-Leninism and to the 
cause of anti-imperialism. 

From the point of view of the more- 
dogmatic cadres, China had simply 
landed in the wrong camp. Others also 
argued that while China's national in- 
terest required less threat from 
the Soviets, American confrontationist 
strategy could only provoke more 
Soviet hostility. China's overriding 
priority was economic modernisation, 
and not a defence build-up as favoured 
by Washington. And though a strategic 
partnership with the US in certain 
areas was in the Chinese interest, 
the obvious disparity between the 
partners could compromise China's 
sovereignty. 

The solution to all these problems, 
formally enunciated in 1982, was 
found in postulating the independence 
of China's foreign policy, defined in 
terms of China's “principled” opposi- 
tion to the imperialist and hegemonis- 

tic policies of both superpowers. But 
while China belonged to neither camp, 
it was prepared to maintain friendly 
relations with all countries on the basis 
of the Five Principles of Peaceful 
Coexistence. To balance out its ex- 
panding relations with the West, China 
offered to normalise relations with the 
Soviet Union as well. 

The offer was not unconditional. To 
prove the sincerity of its often stated 
desire to improve relations, the Soviet 
Union was requested to remove certain 
obstacles to normalisation by reducing 
sharply its armed forces on the com- 
mon border, withdrawing its troops 
from Mongolia and Afghanistan, and 
ending its support for Vietnamese oc- 
cupation of Cambodia. 

Moscow was clearly interested. At a 
time of escalating conflict with the US, 
any improvement of relations with Pe- 
king was welcome, particularly if it 
meant a corrésponding weakening of 
Sino-American ties. As to the "obsta- 
cles" which the Soviets were asked to 
remove, only a reduction of troops on 
the border was negotiable. From Mos- 
cow's perspective, occupation of Af- 
ghanistan was none of China's busi- 
ness; if anything, the situation there 
was aggravated by active Chinese (and 
American) aid to the “bandits,” as the 
Soviet press terms Afghan insurgents. 
Equally out of the question was pres- 
suring Vietnam to withdraw from 
Cambodia, which under the former Pol 
Pot regime had been ged s close ДУ. 
To damage he г alres | : 
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tions with Hanoi in order to satisfy so 
recently hostile Peking made no sense. 
Nevertheless, Moscow was prepared to 
negotiate. 

Once started, the negotiations them- 
selves became part of the normalisa- 
tion process. Polemics in the press 
stopped in both countries. Periodic 
consultations at deputy foreign minis- 
ter level were instituted. Trade picked 
up noticeably. Exchanges — scholarly, 
athletic and cultural — were resumed 
and expanded. Several border points 
were opened to local trade. 

Although no one in Moscow expect- 
ed China's return to the socialist camp 
it had left two decades earlier, the 
Soviets only grudgingly accepted the 
Chinese stipulation that normalisation 
must proceed in “small steps.” And 
since there was no way to measure 
which side benefited more, there was a 
natural temptation in each capital to 
yield less, particularly in Moscow, 
which was determined not to trade 
tangible assets for a rather nebulous 
Chinese goodwill. 

It soon became apparent that two 
external factors influenced, if not con- 
trolled, the pace of normalisation. One 
was extremely hostile Sino-Vietnam- 
ese relations. Despite all the Chinese 
aid during the Vietnam War, Hanoi 
saw Peking as the principal foe of the 
formation of an Indochina federation 
under its leadership, waging a relent- 
less campaign against the Heng Sam- 
rin regime it had installed in Cambodia 
after overthrowing Pol Pot in the 1978 
invasion. 


be ostility reached a high pitch when 
China attacked Vietnam shortly 
thereafter, “to teach it a lesson,” and 
jointly with the US mounted an effort 
to isolate Vietnam diplomatically, 
rallying the Asean states against it. 
Although in principle the Soviets 
probably disapproved of the Vietnam- 
ese invasion of Cambodia, they had no 
choice but to support it once it had 
occurred, the more so after they them- 
selves had installed by force a govern- 
ment to their liking in Afghanistan. 
For these reasons, and because the 
Soviets had obtained an important 
naval base in Cam Rahn Bay, Moscow 
could not fully ignore Hanoi's opposi- 
tion to normalisation. 

More vexing to the Chinese was the 
inability to pacify the border with 
Vietnam. Skirmishes, artillery duels, 
and clashes sometimes involving large 
units became chronic, taxing Peking's 
energies and fesources. There was 
nothing to negotiate with Hanoi. a 
major war was out of the question, 
support of Pol Pot guerillas led to no 
results, and the Asean front began to 
show signs of crumbling. Although 
Chinese leaders privately doubted that 
Moscow's pre: Ee could influence 
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Hanoi “fanatics,” politically they had 
to ascribe Vietnam's aggressiveness to 
Soviet support. 

The second factor affecting the nor- 
malisation process was the US. The 
concern in Washington that this pro- 
cess might go too far, though not 
explicitly exploited by Peking, consid- 
erably helped to improve Sino-Ameri- 





can relations from the low point they 
reached early in the Reagan adminis- 
tration. 

To allay Chinese displeasure, the US 
made concessions on issues such 
as technology transfer, credit terms 
and investment, and continued to 
cooperate with China in supporting 
Pol Pot forces on the Thai-Cambodian 
border, as well as the Afghan insur- 


gents in their struggle against the 
Soviets: Cherishing its relations with 


the West, Peking made it clear that on 
no important issue would it side with 
the Soviets against the US 

Constant reiteration of the “obsta- 
cles” to normalisation with the Soviet 
Union served other needs of the 
Chinese leadership. It silenced those 
elements in the country who, for what- 
ever reason, urged acceleration of nor- 
malisation and a greater adherence to 
the anti-imperialist "principles." I 
also reassured the public that the bad 
old days of dependence on the Soviet 
Union would not return 

The Soviets’ frustration with 
Chinese stalling increased as their con- 
flict with the US heated up. Premier 
Zhao Ziyang's state visit to the US, 
only weeks after the Soviets had termi- 


nated in protest arms-control talks in. 


Geneva, caused critical comments in 
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f official exchanges. 

' emphasise its. displeasure Mos- 
'olled out the red carpet for Kim Il 

ng, China's mercurial North Korean 

end," upset by Peking's hospitality 

agan. It also abruptly cancelled 
















































been expected. to bring an offer of 
sistance in modernising a number of 
trial plants originally built by the 
iets in the 1950s. 


relativelv low levels, on the occa- 
f visits to Moscow by Vietnamese 
Lao delegations, Soviet leader 
stantin Chernenko himself con- 
ned China for a flare-up of fight- 


onse, the Chinese in several articles 
used Moscow of unnecessarily 
ening its anti-US line, of support- 
jetnam in its aggression in Cam- 
and of attempting to "control" 
ese affairs in general And in 
hes in European capitals, Zhao 
edly accused the Soviets of 
botaging peace by refusing to 
otiate arms control with the US. 
















is doubtful that this mutual snip- 
ling will lead to a revival of the old 
ino-Soviet hostility. Neither side, for 
varied reasons, wants to give up the 
improvements, however modest, in 
heir bilateral relations. The Soviets 
re currently pressuring other coun- 
és to take a stand on the issue of 














bly being led by the US. 
The Chinese, irisisting that they be- 
ng to no camp, point out that this 












egardless of "principles" their posi- 
ion in the US-Soviet confrontation 
avours the US. Having strengthened 
heir relations with many countries 
nd Marxist parties, they also hope to 
reaken the Soviet political base by 
ourting friends in Eastern Europe. 

.How successful this tactic will be, 
nly time will tell. Because of the 
npopularity of Reagan's policies in 
горе, Japan, the Middle East, and 
n in the US, the Soviets’ relative po- 





















ct that the economic modernisation 
d external security needs of China 










an on Moscow’s good will. 

For the Soviets, to try to compel 
hina to live up to its declared “princi- 
les" at the expense of its national in- 
erest is myopic and counter-produc- 
ive. Although normalisation seems to 
ауе reached a hiatus, patience ani 






to serve the long-term interests of 








ovie requests to шола the 


scheduled trip to Peking of Deputy 
ne Minister Ivan Arkhipov who 


e earlier criticism was express- 


along the Vietnamese border. In re- 


eace vs war, the war camp presuma- — 


oes not imply equidistance and that 


ition appears recently to have іт- 
roved. This has not altered the hard | 


oend much more on Washington's | 


ivoidance of precipitate action pro- | 


h countries better than scoring. de- | 


By Husain Haqgani in Islamabad 


» merging . political differences as 


m well as. religious divisions seem to } so 
have been the cause of recent violence. 


between Shia and Sunni Muslims in 
Karachi. The sectarian clashes, which 


began on 6 October durihg the Shia ob- 
servance of Ashura — the day of self- 


flagellation commemorating the mar- 


tyrdom of the Prophet Muhammad's 


grandson Husain — resulted in at least 
five deaths, 200 wounded and loss of 
property estimated at several million 
rupees. | 

Parts of Karachi were placed under a 
curfew which continued for more than 
a week and police rounded up religious 
leaders of both sects, as well as 300 
rioters. Sectarian harmony broke 
down in several other towns in Sindh 


and Punjab in reaction to the Karachi _ 


riots, though violence was contained. 


Officials warned, however, that religi- 
ous leaders would have to avoid fan= | 


ning sectarian hatred or else risk split- 


ting the nation into bitterly feuding. 
sects similar to those of the medieval | 

period. 
| The Sunni majority and Shia minor- | 
-ity in Pakistan have had an occasion- 
ally. uneasy but generally peaceful 
coexistence: 


since independence. 
Mainstream groups of both sects do not 


consider the other sect heretic, and | 
Shia and Sunni religious leaders have 


often worked together in religious and 
political movements. There have been 


fringe groups on both sides, however, 


devoted to highlighting differences. of 
theology and historical interpretation. 


As Islamisation has become the 
major constitutional issue in the coun- . 
try, the role of the fringe groups has · 


been enhanced. "Previously it was only 


| àn academic question whether Ali апа. 
| Husain were rightful successors to the. 
| Prophet or not,” observed the editor of - 
a Karachi. 
1,400-yeareold debate is relevant to 
"Pakistan's constitution. It is easier for - 





"NOW, 





newspaper. 


séctarian hair-splitters to articulate 
their positions, divide opinion and 
gain adherents.” | 






p occurred in parts of 


was said to be the major factor in the 

jon then. While most Shias 
and some Sunnis were enthusiastic 
about the revolution, some of Avatol- 
lah Ruhollah Khomeini's Arab ‘rivals 


appealed to Sunni extremism. Secta- 


rian violete was preceded, as well as | tri 
followed, by polemical tracts attack- ‘Fotol 


the | 


Two years ago, the first major Shia- - 
Sunni flare- 


“Karachi. The Islamic revolution in Iran 


Shia-Sunni dashes disrupt Karachi and highlight 
| the growing influence of fringe religious rouges 









|: ing revéred historical ligure; uid Р 
metimes even calling for the legal. 
"definition of “Muslim” to be limited | 
only to one sect. 

This year’s violence was anticipated 7 
by rightwing newspapers апа 
‘magazines which claimed that 
"foreign elements" had distributed 
money among extremists to encourage 
HF sectarianism as part of an attempt to: 
destabilise Pakistan. Ashura, the 10th. 
day of the first month of the Muslim. 
lunar calendar, holds special signifi- 
cance for Shias who wear black and 
hold  self-flagellation processions, 
making it an occasion to distinguish 
between the sects and promote con- 
flict. 
















n 6 October, Sunnis in a Karachi 

locality objected to a Shia proces- 
sion entering a street outside its tradi- 
tional route. This led to a scuffle, fol- 
lowed by rumours that Sunnis had 
burnt down a major Shia mosque. 
Shias retaliated by diverting their. 
main procession in the city centre to- 
wards a central Sunni mosque and 
burning down shops adjacent to. it. 
Further rumours, Spread strategically 
in areas with adjoin | | 
quarters, led both groups to attack not 
only each other but also police who 
were trying to control both. | 

A 24-hour curfew was imposed: in 

bacis of the city.and though govern- 
ment spokesmen. pointed out, cor- 
rectly, that no more than one-twen- 
tieth of the city was affected, life in the 
metropolis was disrupted. The govern- 
‘ment tried to play down the signifi- 
-cance of the violence and denied that 
its failure to heed warnings about po- 
tential sectarian trouble j had led tọ the. 
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Planning for polls 





Some opposition party leaders worry that Mrs Gandhi will 
postpone national elections expected at the end of the year 


By Mohan Ram in New Delhi 


rime Minister Indira Gandhi has 

been reiterating that elections will 
be held when they are due — which 
means before the life of the present 
parliament runs out on 20 January 
1985. For the moment she has ruled out 
a switch from a parliamentary to a 
presidential system before the elec- 
tions, which by all indications are 
likely at the end of the year — astrolo- 
gers no doubt having a say in setting 
the exact dates. 

But the more sceptical among the 
opposition leaders, Janata Party presi- 
dent S. Chandra Shekhar in particular, 
are convinced that Mrs Gandhi, unsure 
of winning, will put off the poll on 
some pretext. There is speculation she 
might call a brief session of parliament 
in November to push through a one- 
word amendment to the constitution to 
raise the life of parliament from five to 
six years or more. Adding to the specu- 
lation is her recent warning to the na- 
tion about war clouds on the horizon, 
which came in the wake of an official 
claim that there is evidence that Sikh 
terrorists in Punjab have been armed 
and trained for insurgency operations 
by Pakistan (REVIEW, 18 Oct.). 

A perceived external threat, coupled 
with the growing atmosphere of vio- 
lence at home, could provide the alibi 
for postponing the elections. Certainly, 
the unresolved political issue in Pun- 
jab makes an orderly election impossi- 
ble in this border state. The army re- 
cently vacated the Sikhs’ Golden Tem- 
ple in Amritsar in the face of a Sikh 
ultimatum, having occupied it since 6 
June when they stormed the temple to 
crush Sikh militants who had turned 
the complex into a fortress. But the 
temple's priests, under extremist pres- 
sure, have retracted their earlier com- 
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mitment to ensure the temple complex 
would not again be used to harbour 
terrorists or to store arms. 

Direct rule of Punjab from the centre 
was extended for a third six-month 
period on 5 October because New 
Delhi says representative government 
there is not possible, though the ruling 
Congress party commands a majority 
in the suspended state legislature. The 
central government also says the mili- 
tary must continue its peacekeeping 
role there because Sikh terrorism has 
not been contained. Elections in this 
tense atmosphere could result in vio- 
lence and turmoil. 

Assam is another state where elec- 
tions could result in violence, again be- 
cause of an unresolved political prob- 
lem. Student agitation in 1979 blocked 
parliamentary elections for most seats 
in Assam. The agitators had claimed 
the 1979 voter lists included a large 
number of non-citizens who were il- 
legal immigrants from Bangladesh — 
most of whom were thought to have en- 
rolled themselves after 1971. Follow- 
ing three years of agitation, state legis- 
lative elections were held in February 
1983, but the 1979 voter lists were 
again used, resulting in a boycott of the 
poll by the ethnic Assamese and 
ethnic-based violence which claimed 
more than 4,000 lives. 

The proximity of national elections 
has revived the issue, with New Delhi 
determined again to use the 1979 lists, 
and the agitators insisting that lists 
drawn up in 1971 — before a massive 
influx of Bangladeshis — be used. 

Tripura, in the northeast, is also a 
potential trouble spot, with insurgent 
violence flaring up there in recent 
months. The Communist Party of 
India-Marxist (CPI-M) government 





there is unwilling to let the army have a 
free hand in dealing with secessionist 
insurgents who have sanctuaries: іп 
Bangladesh. Officials in New Delhi are 
worried about the tactical coordina- 
tion achieved among hitherto dormant 
insurgent movements in the region. 
These groups have sanctuaries in 
Burma and Bangladesh and are step- 
ping up their activity on the eve of the 
elections. The National Socialist 
Council of Nagaland, the People’s Lib- 
eration Army of Manipur, the Mizo 
National Front of Mizoram and the 
Tripura National Volunteers are par- 
ties to the new anti-government joint 
effort. 

Jammu and Kashmir has been beset 
by political violence ever since chief 
minister Faroog Abdullah and his Na- 
tional Conference Party government 
were toppled by New Delhi in July. The 
1983 state elections were marked by 
violent clashes, and elections to parlia- 
ment also could result in violence. 


hile an election campaign could 

for all these reasons aggravate 
social tensions in the country, there is 
also a qualitative difference between 
the atmosphere of the last national poll 
in 1980 and that which exists now. 
Since 1980 a strong “Hindu backlash” 
has developed — especially in the 
populous Hindi-speaking northern 
plains — originally in response to Is- 
lamic revivalist trends, allegedly fuel- 
led by the flow of Gulf money into 
India, and later to the fundamentalist 
thrust of the Sikh secessionist move- 
ment in Punjab. Hindu leaders have 
viewed such trends as а threat to Hin- 
duism and the Hindu way of life. 

A concomitant of the Hindu 
backlash is the higher incidence of 
Hindu-Muslim riots, Bhiwandi, ~in 
Maharashtra, was the scene of such 
riots in May, and the strife spread to 
nearby Bombay. Hyderabad, the capi- 
tal of Andhra Pradesh, has suffered 
five such riots in the past 20 months. 
Religion-based political parties — 
Hindu as well as Muslim — are certain 
to direct their electoral appeal to re- 
ligious sentiment, and this could pre- 
sage an explosive polarisation over à 
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large part of the country. All things 
considered, this might be the most vio- 
lent national election India has known. 
Although the date has not been fixed, 
the intense activity in Mrs Gandhi's 
camp and the pace of its electoral pre- 
parations point to a poll by the end of 
the year. 

All this has left the opposition par- 
ties guessing: a year ago they antici- 
pated a snap poll; now they are not so 
sure Mrs Gandhi will call elections on 
time. The uncertainty has no doubt af- 
fected the pace and progress of their 
efforts to join forces against the Con- 
gress. The illegal dismissal in mid-Au- 
gust of Andhra Pradesh Chief Minister 
N. T. Rama Rao, of the Telugu Desam 
party, galvanised the opposition into a 
rare show of unity against New Delhi's 
assault on state governments not under 
its thumb. When a popular upsurge 


forced Rama Rao's reinstatement in | 


mid-September, the opposition had 
reason to feel elated. But with it came 
an end to their unification. 

Given the ideological heterogeneity of 
the all-India parties and the strong lo- 
cal identities of the regional parties, all- 
India opposition party unity is out of 


the question. But the opposition parties | 


hope to pool their votes at the elections 
and deny Mrs Gandhi a majority in the 
next parliament. Her party's vote has 
hovered around 40% of the total in the 
past, but the fragmentation of the op- 
position vote has helped the Congress 
win every election. The only exception 
was in 1977 when the Congress vote 
dropped well below 40% and the non- 
communist opposition was able to 
unite over a large part of the country 


The opposition is certainly less frag- | 


mented now than it was two years ago. 
There are two: clusters of non-com- 
munist parties at the national level. 


One is the seven-party United Front, | 


spearheaded by the Janata Party. 
Ideologically, it has much in common 
with the Congress party. The other is 
the National 
(NDA) led by the Lok Dal, which is 
ideologically indistinguishable from 
the Congress. The CPI-M, which rules 
West Bengal and Tripura states, along 
with the less militant Communist Party 
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Democratic Alliance | 
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The Bharatiya Janata Party (BJP), 
because of its rightist character, is 
anathema both to the United Front and 
the communist parties. So the latest 
unity move is for the merger of the 
United Front parties and the Lok Dal, 
which would mean an end to the NDA 
and the isolation of the BJP from the 
non-communist opposition. The pro- 
posed party hopes to reach an accom- 
modation with the BJP on the Right, the 
communist parties on the Left and with 
the various regional parties to avoid 
fragmentation of the opposition vote. 

If the merger materialises, the united 
party-to-be hopes to rule the country 
in coalition with other parties if neces- 
sary. But the opposition's problem is 
not merely one of unity but also of cre- 
dibility. After all, an umbrella party of 
the non-communist opposition was 


Г 


‘able to win the 1977 elections but un- 


able to hold onto power for even a third 
year. As a result, voters may be wary 


‘of such “united” parties this time 


around. 


hile all opposition parties may be 
united in the objective of defeat- 





A _ ing the Congress, each has its own long- 


term interests. The communists, for in- 
stance, would not like a rightist gov- 
ernment to replace Mrs Gandhi's. 
From their point of view, it would be 
preferable for her to be returned witha 
reduced majority and have to depend 
on their support in parliament. This 
would give the communists enough 
leverage to force a leftward shift in the 
prime minister's policies. 

The regional parties have a different 
objective. Andhra Pradesh's ruling 
Telugu Desam party, the ousted 
Farooq Abdullah wing of the National 
Conference in Jammu and Kashmir, 
the Dravida Munnetra Kazhagam, 
which ruled Tamil Nadu for nine years 
after 1967, and the Sikhs’ Akali Dal, 
which has ruled in Punjab in the past, 


-— are one-state groupings incapable of 
— — uniting across state frontiers. 


But with the decline of one-party 
dominance, no party — not even the 


— - Congress — can hope to rule all the 
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states and hold the centre at the same 
time. The regional parties think that 
the alternative to the declining Con- 
gress is not its replica or another dom- 
inant party but a truly federal consen- 
sus. The regional parties might have 
been content to rule their respective 
states in the past but now they would 
like to stake a @аіт to a share of fed- 
eral power. | 

So the best the opposition can hope 
for at the elections is to be ableto avoid 
fragmentation of their vote. But the 
Congress might lose even if the opposi- 
tion is unable to unite. The elections 
for the Andhra Pradesh and Kar- 
nataka state legislatures in January 
1983 demonstrated this. The possibil- 
ity of the Congress losing without a 
clear alternative to it adds to India's 
political uncertainties. п 
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Seoul views with mounting alarm the declared intention 
of opposition leader Kim Dae Jung to come home 


By Shim Jae Hoon in Seoul 


A: opposition leader Kim Dae Jung 
prepares to return here by De- 
cember from Washington, even at the 
risk of resuming a 20-year prison sen- 
tence from which he was paroled on 
medical grounds, some aspects of the 
political situation in South Korea 
strikingly resemble those which 
existed in the Philippines on the eve of 
the tragic homecoming of the late sen- 
ator Benigno Aquino. 

South Korean dissidents badly want 
Kim back, just as the opposition in 
Manila wanted Aquino to return to 
lead it, but President Chun Doo Hwan 
— like Philippine President Ferdinand 
Marcos in relation to Aquino — has 
made it known that he may jail his 





arch-foe if he sets foot again in the 
country. And Kim, like Aquino, argues 
that only by negotiating directly and 
personally with the president with a 
view to starting the process of democ- 
ratisation can mounting unrest be 
avoided. 

But there the comparison ends. The 
level of tension here cannot be com- 
pared with the highly charged mood in 
Manila at the time of Aquino's killing. 
Although university students continue 
to agitate for the downfall of the four- 
year-old Chun government, most of 
South Korea remains tranquil, with a 
significant section of the opposition 
movement accepting the prospect of at 
least another four years of Chun. 

The retired army general is not 
exactly a popular head of state, but the 
continuing threat from North Korea, 
as dramatised by the Rangoon bomb 
attack of October 1983, leaves little vi- 
able alternative to Chun if stability is 
to be maintained. 


Yet the declared intention to come 
home of the charismatic former oppo- 
sition presidential candidate, who sur- 
prised the nation in the 1971 election 
by garnering some 46% of effective 
votes, could revive deep political 
schisms. During his two-year exile in 
the United States, where he received 
medical treatment, the 58-year-old 
Kim has not veered from his pledge to 
free the country from what he sees as 
its authoritarian yoke. To Kim and his 
supporters, the Chun regime remains 
an extension of the one led for 18 years 
by the late Park Chung Hee, until it 
was brought down by Park's assassi- 
nation in October 1979. 

In interviews with the US press, Kim 
has asserted that South Korea's politi- 
cal future could be gravely imperilled 
unless Chun relaxes his control, re- 
vives a free press and an independent 
judicial system, and creates a national 
assembly capable of checking and 
balancing the administration. South 
Koreans, he says, are becoming in- 
creasingly frustrated over their inabil- 
ity to change anything politically 
under Chun. 

This, Kim maintains, is shaking their 
commitment to democratic institu- 
tions, offering them no political incen- 
tives to help defend what ought to bea 
free system in the South, fighting for 
its survival against the North's com- 
munism. “Some of our people are be- 
coming radical, even accepting com- 
munism or becoming anti-American, 
because of their anger and disappoint- 
ment with the present situation,” he 
told one interviewer recently. 

Typically, Kim was seeking to rock 
the prevailing attitude of complacency 
at home, where the urban middle- 
class, frightened by’ ektremism from 
the Right as well as from the Left, still 
clings to the hope of moving gradually 
towards a more representative form of 
government. 


hocked by the May 1980 bloodbath 

in Kwangju in which almost 200 
people were killed opposing then army 
general Chun, a majority of South Ko- 
reans has shown they: want, above all, 
internal peace. At the same time, how- 
ever, recurring student demonstra- 
tions and a restive press are indicative 
of a stubborn refusal,to give up the 
fight for political progress, no matter 
how long it takes. 

Against this backdrop of uncer- 
tainty, it is still not clear how Chun in- 
tends to deal with Kim's plan to return 
home. A Justice Ministry statement is- 
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sued recently said simply that “neces- 
sary steps according to the law” will be 
taken, implying that Kim will be re-ar- 
rested and made to serve out the re- 
maining 18 years of his prison term. 

But outside the government, doubts 
are growing that such action will prove 
possible in view of the popularity Kim 
still enjoys among students, intellec- 
tual dissidents, Christian activists and, 
above all, among the people of South 
Cholla province, his native political 
base. To avoid turning him into a mar- 
tyr, the government may choose to 
place him under house arrest before 
sending him back to prison once the 
fuss has died down. 

When he does come back, however, 
Kim's chief political vehicle will prob- 
ably be the Consultative Committee 
for Promotion of Democracy (CCPD), a 
broad coalition of oppositionists and 
dissidents currently led by Kim Young 
Sam, his one-time party rival but now 
chief ally at home. An eight-member 
committee has been formed to “wel- 
come him safely.” It is composed of 
people from across the political spec- 
trum, including some from Park's 
now-defunct Democratic Republican 
Party. 

Under Kim Young Sam's leadership. 
the CCPD has emerged with a power- 
ful new platform centred on initiating 
dialogue with Chun in the hope of 
avoiding what it claims will be a disas- 
trous course of recurring coups. It sees 
the need to work with Chun in much 
the same way that Aquino saw coope- 


ration with Marcos as the only chance | |! 


of restoring democratic institutions in 
a peaceful manner. "I will be going 


home to negotiate with Chun," Kim 


Dae Jung said in Washington recently. 

Accepting the reality of Chun's re- 
gime signifies a big move forward from 
dubbing it “a military fascist regime 
born of a coup,” as Kim Young Sam 
once called it. Both Kim Dae Jung and 
Kim Young Sam have said that Chun's 
pledge to start the process of democ- 
ratisation will lead to pardoning of his 
role in suppressing the Kwangju re- 
volt. 

To be in a position to negotiate from 
strength, however, Kim Dae Jung 
hopes to start a nationwide non-vio- 
lent movement to press the demand for 
democratisation. The government is 


under no illusion that this movement, | 


if left unchecked, might not snowball 
to dangerous proportions. From the 
government's viewpoint, the-n- 
nounced timing of Kim's return is not 
exactly calculated to smooth the path 
to reconciliation. 

A general election — regarded as a 
mid-term vote of confidence on Chun's 
leadership — is scheduled for Feb- 
ruary 1985. Chun's Democratic Justice 
Party is committed to winning a large 
majority. But at this critical juncture, 
any renewed dissident agitation stir- 
red up by Kim could seriously jeopard- 
ise such a programme. 

But much will depend on how the 


CCPD directs its strategy. If its move- 
ment for revision of the constitution, 
providing for direct election of the pre- 
sident, catches fire too quickly, an 
alarmed Chun will certainly re-im- 
prison Kim. Other possible scenarios 
include efforts to block his return, first 
by invalidating his passport in 
Washington (it would be much more 
difficult for him to repeat Aquino's 
trick of securing a false passport), and 
then turning him back once he arrives 
at Kimpo Airport. 


hatever the government's ultimate 
approach to his return, however, 
Kim is expected to meet with strong re- 
sistance from three sources of power 
that traditionallv have supported the 
country's establishment superstruc- 
ture. Within the vast militarv group 
that consumes some 35% of thenation- 
al budget each vear, Kim is still viewed 
as a “crypto-communist” who once pro- 
posed cuts in defence spending. 

Kim is also anathema to chaebol (big 
conglomerates) businessmen who con- 
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‘Kim is anathema to the military. 
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trol the economy, because of his past 
support for free trade unions. Finally, 
technocrat§ and the civil bureaucracy, 
long trained to work under an autocra- 
tic system and eager to protect their 
guiding role, are disturbed by the 
thought of Kim one day coming to 
power and replacing them with his 
own loyal supporters. 

In South Korea today these feelings 
make up What is popularly known as 
the “Kim Dae Jung allergy,” a phrase 
coined by those with a vested interest 


in the continuance of the present re- 


gime. Kim's repeated assurances that 
he will not resort to political retalia- 
tion have been ignored. 

In practice, so strong have the in- 
stitutional forces opposed to him be- 
come over the past two decades that no 
political party — not even the one 
headed by Chun himself — could hope 
to assume power without their sup- 
port. Ironically, as Kim contemplates 
coming home, probably the greatest 
obstacle he faces is that of his own 
image, which has been pervasively dis- 
torted by his enemies. 


Among opposition moderates col- 
laborating with the present system, the 
focus is on what effect Kim's future 
moves will have on the critical second 
half of Chun's term, constitutionally 
due to end in February 1988. Any 
groundswell support for Kim could 
threaten this timetable, they feel, with 
the military using the pretext of politi- 
cal unrest to prolong its rule. In the 
summer of 1980, just such an excuse 
provided the opportunity for Chun to 
seize power. 

However it is dealt with, any attempt 
by Kim to return is likely to affect the 
whole course of South Korea's politi- 
cal development over the critical next 
few vears. Nobody belittles his poten- 
tial as a factor for change. 

As for the possibility of an attempt 
on his life, this is generally discounted 
here. The price the Philippines is now 
paying for the slaying of Aquino is 
widelv appreciated. South Korea has 
already been through a debilitating 
period of political unrest — in the 
wake of the Park assassination. In ad- 
dition, the government 
would not wish to do anv- 
thing to jeopardise the 
staging here of the 1988 
Olympics, which it so pain- 
stakingly won. Therefore 
the government will do its 
utmost to ensure · that 
nothing happens to Kim. 

In August 1973, Kim nar- 
rowly escaped an attempt 
on his life by agents of the 
Park government who kid- 
napped him from a hotel 
room in Tokyo. On that 
occasion, it was said, an 
urgent plea from Wash- 
ington saved him. Now, as 
he prepares for his home- 
coming, he apparently has 
asked the US State Depart- 
ment to assure his safety in Seoul. 

This time, though, his supporters 
think the response is likely to be less 
than firm. It is *a matter for the 
[South| Korean Government to handle, 
but we have expressed our hope to all 
concerned that his return will be trou- 
ble-free insofar as his personal situa- 
tion is concerned," said a State De- 
partment official. YT 

To dissidents in `“ 1, this state- 
ment appeared calculatedly ambigu- 
ous, designed to impress upon them 
that the administration of President 
Ronald Reagan, which gave support 
to Chun when he came to power as a 
means of restoring stability, is reluc- 
tant to endorse Kim's,plan. 

Whatever transpires, there is no way 
for Washington to avoid becoming em- 
broiled in the drama that is slowly un- 
folding. And however the Americans 
may view it, Kim appears set to take 
the biggest gamble of his political life: 
a return to his homeland that is as un- 
welcome in many quarters as it is un- 
certain in its possible effects on the en- 
tire political fabric of South Korea. p 
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| A landmark that's unique in bustling Orchard Road. 


A name that's associated with Japan's finest and 
most respected group of hotels. 


That's the Crown Prince Hotel which promises to 
continue the Prince Hotels tradition of thoughtful, 
friendly and efficient service. 


Impressive, graceful and elegant, it beckons you to its 
luxurious lobby, its beautifully furnished rooms, its 
steam baths and its fine restaurants. 


Discover superb international cuisine at Café de Prince, 
scrumptious Teochew delicacies at Féng Chéng Lóu 
Chinese restaurant and authentic Japanese food at the 
Sushi Kaiseki Nogawa. 


Or unwind and relax to the soft, soothing music of our 
resident band in The Lounge. 


Come and enjoy the warmth of our hospitality. 


We will make your stay a memorable experience and 
you'll treasure the memories for a long, long time. 


SINGAPORE 
Managed by Prince Hotels — Japan 


^ Continuing the Prince Hotels 
E tradition of friendly service 
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Cable: CROWNHOTEL. Tel: 7521111 
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ог reservations or further information: * Prince Hotels New York office Tel: 212-889-5928 * Prince Motels Los Angeles office Tel 


Afr 69 1600 TCI PHI LSA. Toll free in Continental USA (except New York state) Tel: 800-225-2094 + Prince Hotels Toronto 
Hotels Paris (PRINCE 202895f) * Prince Motels Frankfurt office (Toll free to Faris) 
— Tel: 05- 209- 8686. Telex: 2324377 PRINCE J. Osaka — Tel: 06- 541-8686 * Britain: London 


Telex: 06966725 * Frince 
AE 284-427 * Prince Hotels 


EO i 579-9250. Telex: 


Hotels Reservation — Tel: 01-370- 24/01. 1261-2003. 
* Represented by Utell International — Tel: 01-7411-588 (London) 212-7572-981 (New York) 03-695051 (Hong Kong). 


270 Orchard Road, Singapore 0925 Teles: AS 22819 NCROWN 


13-689 - 4800. 
office Te 4 416-4497882. 
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Having overcome what appeared to be one political crisis, Prime 
Minister Prem faces a new problem because of illness 


By John McBeth in Bangkok 


hile it is difficult to see Prime 

Minister Prem Tinsulanond in any 
serious political trouble, the illness he 
is now slowly recovering from has 
brought the issue of who will eventual- 
ly succeed him into much sharper 
focus. Doctors say he has been suffer- 
ing from a partial pulmonary em- 
bolism — a blood clot in thelung — and 
related pleurisy, and attention over the 
next few months is likely to centre on 
how his health allows him to cope with 
the rigours of the job. 

Prem's confinement at Bangkok's 
Phra Mongkutkhlao military hospital, 
his treatment initially at the hands of 
exclusively army doctors, the re- 
stricted access cabinet ministers had to 
him and an army statement urging the 
public to be prepared for the "rapid 
change of events which may arise," all 
contributed to feelings of unease and 
led to some commentators to refer 
half-jokingly to a hospital coup. 

What fuelled the speculation was a 
new and simultaneous behind-the- 
scenes move to call an extraordinary 
session of parliament. The purpose, as 
many Thai observers saw it, was to re- 
open the postponed debate on the 
army-backed constitutional amend- 
ments (REVIEW, 13 Sept.), which would 
allow serving military and civilian of- 
ficials to hold cabinet posts and, on the 
surface at least, clear the way for 
supreme commander and army com- 
mander Gen. Arthit Kamlang-ek to 
succeed Prem. 

Even the retired generals own 
ministers seemed taken aback by the 
E minister's sudden admission to 

ospital, and it was only after Queen 
Sirikit and later Social Action Party 
leader and former prime minister Kuk- 
rit Pramoj visited him on 1 and 2 Oc- 
tober that wild rumours of his possible 
"house arrest" were effectively laid to 
rest. As it turned out, former 9th Regi- 
ment commander Maj.-Gen. Mongkol 
Ampornpisit, 46, one of Prem's closest 
aides and also Thailand's youngest 
general, was permitted to stay with 
him from the outset, and the ban on vi- 
sitors now appears to have been de- 
signed to ensure he got maximum rest. 

This may have been a lesson learned 
during deputy chief of staff Lieut-Gen. 
Chaovalit Yongchaiyut's stay in the 
same hospital for treatment of high 
blood pressure last year. According to 
insiders, the influential general had so 
many people calling on him that his 
condition worsened. 

The prime minister's release from 
hospital on 12 October shortened by 


40 


two weeks the time army medical 
panel chairman Maj.-Gen. Aswin 
Thepakam said he would have to stay 
in. Aswin, promoted in the recent mili- 
tary reshuffle to head the army's medi- 
cal science department, is the husband 
of the queen's private secretary and 
was responsible for issuing most of the 
bulletins on Prem's condition. 

There are clearly no doubts that 
Prem has been genuinely ill, the his- 
tory of his condition dating back to late 
August when he suffered a bout of in- 
fluenza. Later, physicians reported 
diagnosing the possible beginnings of 
heart disease, and the government ac- 
cepted an offer from United States 
Ambassador- to Thailand John 
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Prem leaves for the US: a question mark. 





Gunther Dean for the prime minister 
to undergo a medical examination in 
Atlanta, Georgia. 

But only two weeks after being given 
a clean bill of health by heart surgeons 
there, and barely three days after his 
return home on 26 September in what 
appeared to be much improved health, 
the 64-year-old leader was hastily ad- 
mitted to hospital. Medical sources 
point out there was no reason why his 
condition should have been diagnosed 
in Atlanta. They say he could initially 
have suffered minor embolisms — pro- 
ducing the sort of chest pains he com- 
plained about but not sufficient to 
cause serious problems. 

The sources also explain that if Prem 
had a blood clot in the leg (where most 
embolisms develop) when he went to 
the US, it could easily have gone unde- 
tected because there are usually no 
clinical symptoms. Only later, possibly 
because of the long flight, extensive 












the clot could have worked its way up 


the body into the lungs. Fluid on the 
lungs and pleurisy are merely related 
ailments. 

Thailand has always had a preoccu- 
pation with finding an acceptable 
leader given its past history of ab- 
solutism, the failure of only a partly 
rooted political system to throw up 
recognisable candidates, and the 
army's insistence on a prime minister 
who is either malleable to its wishes or 
at least accepts the role of the military 
in the overall scheme of things. 

It is for this very reason that Prem's 
illness has been taken as seriously as it 
has and that his state of health will be 
under close scrutiny for some time. 
"There is a question mark now where 
there wasn't really one before," one 
analyst told the REVIEW. "There may be 
some people who think that something 
should be done about a successor. " 


f Prem is forced to step down for 

health reasons there are no obvious 
candidates to succeed him apart from 
such interim figures as Kukrit, privy 
councillors Chao na 
Silawan and Pra- 
korb Hutasingh or 
possibly conserva- 
tive parliament 
speaker Ukrit Mon- 
golnawin. Looking 
to the future, it is 
far from clear whe- 
ther Arthit can be 
regarded as the 
heir-apparent, even 
if the constitutional 
amendments seem to 
be tailored as much 
for him as for giv- 
ing the army a big- 
ger say in govern- 
ment. 

On several occa- 
sions, Arthit has 
denied he has any 
such leadership am- 
bitions, and during an extraordinary 
40-minute speech at a private army 
gathering recently he lashed out bit- 
terly at critics who have accused him of 
trying to undermine Prem. The 59- 
year-old general himself has said he is 
not equipped to lead the country. And 
during an interview last month, Kukrit 
said it was his personal belief that 
Arthit was interested in the post of in- 
terior minister. 

The latest constitutional move ap- 
pears to have been dropped before 
there was even a chance for it to gather 
steam; political observers say it may 
have been felt that to push for the 
changes when the prime minister was 
on his sickbed was in; bad taste and 
would only add to the climate of 
rumours and confusion. The issue, 
however, is far from dead and there is a 
widespread feeling і; мі] be raised 
again before the scheduled re-opening 
of parliament in April 1985. п 
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BERLIN. The city's premier deluxe hotel, the Inter*Continental, close to the Tiergarten park area, i itl 
COLOGNE. The Inter* Continental Cologne, near banking and shopping areas, commands a beautiful view of th 
Rhine, adjacent to the fairground, the Inter* Continental Düsseldorf enjoys an enviable reputation. FRANKFUKI 
splendid views of the city and the ever-changing Main river scene. HAMBURG. Within walking distance of the | 
Outer-Alster Lake, is the Inter*Continental Hamburg. HANNOVER. The Inter*Continental Hannover ha 
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Нап exclusive car 
convinces notonly 
the discerning 
buyers, but technical 
experts in particular, 
then it’s invariably 
a BMW. 


BMW cars are certainly not amongst the 
cheapest, but they are definitely amongst 
the best. 

But even this description isn't totally accurate. 
Because even at this level their progressive, 
ultramodern technologies set them apart 
from the rest. 

And that's why internationally they are the 
first choice of drivers, who are highly 
informed as well as discerning. 

Buyers, who don't judge exclusivity simply 
by appearance, but also look for its 
justification. 

Perhapsthat's why BMW is soextraordinarily 
successful all over the world. 

Obviously, this is also becausean increasing 
number of buyers are now measuring 
top-class quality by what really matters: 
status through progress, and not just for its 
own sake. 


Buyers, who realise that many features 
currently being promoted by other manu- 
facturers as "advanced and progressive" have 
been available for years from BMW. 

For instance, way back in 1979 BMW was the 
world's first manufacturer to introduce a 
completely computerised monitoring and 
control system — an unusually intelligent 
concept, which enables high performance 
to be combined with a new level of economy 
and environmental awareness. 

There are numerous other examples, which 
also illustrate how the exceptionally tough 
demands of our customers continually 
challenge the innovative abilities of our 
designers and engineers. 

And they also see to it that the technical and 
construction quality of a BMW transcends 
even the accepted high standards of "made 
in Germany" cars. 
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This begins at the design and development 
stage of a BMW — because BMW quality 
stands for perfection right from the start - and 
itcontinues through production with the help 
of the very latest manufacturing, checking 
and quality control techniques and equipment, 
and it culminates in an equally perfect and 
advanced servicing system: 

Inthis way, BMW quality isthe result of the 
determination and readiness to implement 
progressive solutions in every area of our 
activity. 

Because we realise that without the 
application of ultramodern technologies, the 
fundamental basis for a better, more 
advanced car just cannot be achieved. 

So it's a very good thing that the world-wide 
success of our cars increases our resolve to 
achieve even greater progress and quality. 
Because more and more drivers don't simply 


want to capitalise on this success, but 

also want to demonstrate at the same time, 

by driving a BMW, that they share the same 
philosophy: namely, the determination 

to be satisfied only with the best. 

Could there possibly be a sounder basis for 
success? 


* The above photographs demonstrate just a few of the sum 
of the advanced technologies, which feature on à BMW car 
today — or are used during construction, production and 
testing. For instance, computerised simulation to optimise 
driving behaviour, quality control via satellite for checking 
machine tools, and therefore for controlling precision 


manufacturing techniques, through to the self-diagnostics o 


the electronic servicing unit 

Unique illustrations of BMW's multi-million investment in 
technological progress, which sets an example lor the rest 
of the car manufacturing world 


Model and equipment availability in the BMW international range 


may vary from country to country 
Japan: BMW Japan Corp., Tokyo, Tel.: (03) 499-6811 


Brunei: Performance Company Ltd., Bandar Seri Begawan 
Tel.: 20383 


Hong Kong: BMW Concessionairt 
Indonesia: P. T. Tjahja Sakti 


Korea: Kolon International Ci 


Malaysia: BMW Conce 


Tel.: 03/4185 55 
Philippines: Hahn Mar 


Singapore 


S104 


Performance Mot 


Taiwan: Pan German Moto 


Thailand: Continental A 


Tel.: 214-2521 
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An exact copy of the original. 

That's fax. | 

And fax is the only system 
that can transmit blueprints, 











То. T. Less Tu ЕМО 
YOUR FACTS BY FAX. 


legal documents, and signed 
contracts anywhere in the US. 
This unique ability makes fax 


one of the most exciting electron- 


ic mail technologies available 
today. 

All you need is a telephone 
and a facsimile machine. 


And in as little as 25 sec- 


onds, an exact duplicate arrives 
at its destination in the US. 

With fax, faster is cheaper. 

And different machines have 
different capabilities, different 
speeds. 

With the AT&T Network, you 
can transmit up to 400 words on 
a 1-minute call. 

Most telex machines trans- 
mit at a standard 66 words per 
minute. 

Any fax machine can match 
that rate. 

And most beat it easily. 

With some fax | 
machines you don't 
even have to be there. 
They can be 





programmed to transmit during 
reduced rate periods. 

Telex has no daily reduced 
rate periods. 

Since fax is a copy of the 


original, you don't need a typist. 


No special operators 

And since there's no retyping, 
no redoing of any kind, fax is free 
of transcription errors. 

So if your US. customer or 
business associate needs your 
als pd. document, a blue- 
print, a legal document, a sales 
арп ог a signed contract ina 

urry, you can fax it to him on 
the spot. 


Transmitting facts with fax. 


Another costeffective service 
for your business from the AT&T 


International Business Network. 
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Sabena Business Class proves that air travel can still be a pleasure. 





Sabena. 





Savoir faire in the air. 


Now Business Class gets a new meaning 
when you fly via Brussels. 


There have always been good reasons for fly- ed attention of a special cabin staff, an extra 
ing Sabena to Europe via Brussels.The capital wide range of reading matter, Sabena's supe 
of the EEC provides an ideally located gateway rior cuisine served on special tableware and 
to the rest of Europe.Flights are convenient. complimentary cocktails, wines and liqueurs 
ly timed and Brussels airport is compact and served in real glasses. At Brussels airport you Il 
hassle-free. also find a special quick check-in and Business 


And now, the airline that's renowned for Class lounge. 


looking after its passengers’ well-being an- That's Sabena savoir faire. 


nounces that its Business Class, already avail- 


able in Europe and across the Atlantic, will Your travel agent or Sabena office has all the details 


soon be extended worldwide. Enjoy the undivid- about Sabena's worldwide network. 


Make sure you're booked aboard 
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Our international banking connections 
make us even more attractive. 


First Hawaiian Bank. Surrounded by beauty. 
And supported by a strong international division 
with world wide connections and direct ties to 
tinancial institutions throughout the rest of the 
United States. We're the oldest, most innovative | peers 
bank in one of the most beautiful, yet aS AP A ERN T SEG diese Po 
cosmopolitan places on earth. sms pe у са 
If business brings you to Hawaii, business | 
sense will bring you to First Hawaiian Bank 
The financial bridge between East and West 
For further information, contact: 
First Hawaiian Bank, International 
Banking Division, P.O. Box 3200, 
Honolulu, Hawaii 96847 
Telephone (808) 525-8851 


® 


We sav ves to you Member FDIC 


Overseas offices: Guam-Agana, Dededo « Tokyo • 
Grand Cayman. АА. 





“| get as much pleasure pouring it 
for others as | do for myself: 





WITH US, NO REQUEST 
IS TOO BIG OR TOO SMALL. 
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Shangri-La hotel» HONG KONG 


Telephone: 3-7212111; Telex: 36718 SHALA HX 


WESTIN HOTELS 


Other Westin Hotels in Asia: 
Philippine Plaza, Manila 
Chosun, Seoul 

Tokyo Prince Hotel 

Akasaka Prince Hotel, Tokyo 








e FILIPINOS continue to demon- 
strate courageously against their gov- 
ernment, and will have even more 
cause for protest when the full impact 
of the austerity measures demanded 
by the International Monetary Fund 
as the price for restructuring the 
country's debts start to bite. 

While doubts may remain about 
who was ultimately responsible for 
the assassination of opposition leader 
Benigno Aquino, who else but the 
"First Family" can be blamed for the 
Philippines economic plight? Al- 
though its people were deprived of 
their democratic rights and freedoms 
for so many years under martial law 
and the regime still retains so many 
powers of government-by-decree, the 
country has never matched the 
growth rates and social and political 
stability achieved by its Asean neigh- 
bours. It has never made a serious at- 
tempt to build either a political con- 
sensus or an economic strategy, and 
inflation soars along with foreign debt. 

While leaks and rumours multiply 
over the findings of the Agrava board 
into Aquino’s murder, perhaps some 
of the sense of outrage the assassina- 
tion created has been dissipated. 
Apart from the shock of the murder's 
brutality, my reaction was the same 
as that of a very senior Indonesian 
army officer who, when he first heard 
the news, asked: "How could they be 
so stupid?" 

The cynical arrogance of whoever 
ordered the murder, the contempt for 
the Philippine people and for world 
opinion, the disregard for the repre- 
sentatives of the world press who 
were sitting in the airliner Aquino 
had just left or were waiting in the 
airport building to greet him, and the 
assumption that he or she could liter- 
ally get away with murder, reveal a 
level of stupidity almost beyond be- 
lief. The threat that Aquino repre- 
sented and the determination that he 
should be gunned down before his 
feet touched Philippine soil overcame 
not only all humanity but also all judg- 
ment in the mind of the perpetrator. 

e TOM Fawthrop sends me a photo- 
graph taken in a corridor outside 
Bacolod Provincial Court during the 
trial of the "Ne- 
gros Nine." In 
the background 
stands a guard 
with an automa- 
tic weapon; in 
the foreground is 
a notice brought 
to us by the 
makers of a well- 
known soft 
drink. A curious 
form of sponsor- 
ship. 
€ DENNIS Wood sends me a cutting 
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from the Zamboanga City newspaper, 
The Morning Times: 


The local chapter of the 
Upsilon Sigma Phi із of- 
fering two high school 
scholarship grants for in- 
dignant high school stu- 
dents this school year. 

A similar grant was 

н ай‏ کک س 

As the present political situation in 

the Philippines has made the great 
majority of students “indignant,” the 
judges will have plenty of potential 
candidates for the award. 
e REGULAR readers of this column 
often recall with pleasure the tale | 
told on 4 September 1981. For it, I 
was indebted to Commodore P. K. 
Nettur, then director of the Defence 
Operations Staff in the Malaysian 
Ministry of Defence, who sent me an 
extract from a newsletter of the 
Tasek Utara Golf Club in Johor Baru, 
which uproariously recorded the 
frustrations suffered by some of the 
club's members while staying at a 
certain Bangkok hotel during a golf- 
ing tour of Thailand. By popular re- 
quest, I am happy to repeat the tele- 
phonic conversation: 

Room Service: Morny, rune sore- 
bees. 

Hotel Guest: Oh sorry, I thought | 
dialled room service. 

RS: Rye, rune sore-bees. Morny, 
Jewish to odor sunteen? 

HG: I'd like some bacon and eggs. 

RS: Ow July then? 

HG: What? 

RS: Aches. Ow July then? Pry, boy, 
pooch...? 

HG: Oh, the eggs! How do I like 
them? Sorry. Scrambled, please. 

RS: Ow July thee baycome? Crease? 

HG: Crisp will be fine. 

RS: Okay. An Santos? 

HG: What? 

RS: Santos, July Santos? 

HG: Ugh...Idon't know ...I don't 
think so. 

RS: No? Judo one toes? 

HG: Look, I really feel bad about 
this, but I just don't know what judo- 
one-toes means. I'm sorry. 

RS: Toes! Toes! Why Jew Don Juan 
toes? Ow bow eenglish mopping we 
bother? 

HG: English muffin! I've got it! 
Toast! You were saying toast! Fine. 
An English muffin will be fine. 

RS: We bother? 

HG: No. Just put the bother on the 
side. 

RS: Wad? 

HG: I'm sorry. I meant butter. But- 
ter on the side. 

RS: Copy? 

HG: | feel terrible about this but... 

RS: Copy. Copy, tea, mill... 
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HG: Coffee! Yes, coffee, please. And 
that’s all. 

RS: One Minnie. Ass rune torino- 
fie, strangle aches, crease baycome 
tossy eenglish mopping we bother 
honey sigh, and copy. Rye? 

HG: Whatever you say. 

RS: Okay. Tenjewberrymud. 

HG: You're welcome 
ө LEONG Tuck Sum, a marine en- 
gineer from Singapore, visited 
Bangkok earlier this year and was 
handed a flier singing the praises of 
the Orchid Bar. Apart from offering а 
“20% discount for person," the bar 
had other attractions 

E oss f AS ref OO „КЭНАКС Vaca Ууу 
SPECIAL 00 
@ AFTER 3 DRINKS YOU CAN HAYE A THROW DART. 
YOUR LUCKY YOU CAN GET ONE WOMAN FREE 

Ж EVERY HOUR WE HAYE A PRIZER FOR DEEY ARLES 

Ў WE HAVE NIGE GHOW EVERY NIGHT 

Bh, THANKYOU FOK ALL EVERY BODY 

TO USE OUR SERVED 
ل‎ — 0x 
e ANOTHER visitor to Thailand, 
from Penang, found a hotel in Betong, 
in the south of the country, which ran 
a rewarding Disco Theque 











e YET another visitor from Singa- 
pore, John Cannell, found the follow- 
ing items on the menu of the cocktail 


lounge of Suriwongse Hotel in 


Chiang Mai: 
Cockage Charge 
Local 
Foreign 


60 baht 
100 baht 


e THE staff of Thailand's Ministry 
of Science, Technology and Energy 
enjoy some curious titles, according 
the 


to the government pages of 
Bangkok telephone directory 


سک کے 














Scintic Resrcn & Technology of Thailand 
196 Phanolyoihin ... ses . S7%1121-30 579.3511 
ord Mayor . eeepc n ono 979-3507. 579-1121-30 

Lard Mayor (Research 1). . ` e- 979-5244 

‚ 979-1121-30 579-0242 


Lord Mayor (Admin Sec} 
| 79.1121-39 
Mayor (Research Sec 2). 579-3508 579-1121-36 


79-0547 


Mayor (Research Sec р 


Below these municipal dignitaries, 
there is a "Test Department" in 


which there is a Chief of the Electro- 
nic Division, of the Chemical Re- 
search Division and so on, plus a 
Chief of the Trick Division. I wondet 
what he gets up to? 


© ANOTHER tourist visiting a 


Bangkok wat spotted this notice, 
which is perhaps less than helpful to 
the average visitor: 
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16 counter-attacked 


voi ces are heard in the Thai air force as well as the army 
ainst the purchase of the expensive US fighter 


в, ' John McBeth in Bangkok 


Nt a dinner some time ago for Royal 
ЖА Thai Air Force (RTAF) commander 
Air Chief Marshal Prapan Dhu- 
Jatemiya, American military of- 
ficers decorated the length of the ban- 
quet table with models of aircraft the 
United States has supplied to the Thais 
over the years. Even if it was prema- 
ture, Prapan jokingly noted that the 
General Dynamics F16A fighter was 
missing from the collection. The Ame- 
‚ in a similarly light vein, said 
t у hoped they could rectify the omis- 
sion. 
WI hether a model of the F16A will be 
or the table at a future dinner is still 
Ene ‚ subject of much debate. Despite 
str Tong top-level pressure earlier this 
ir by Thailand to get the US to make 
| aircraft available, Finance Minis- 
) а ommai Hoontrakul and his fellow 
conomic ministers are clearly against 
on 
ipan's proposal for the purchase of 
| [6 dt the aircraft on the grounds that it 
wo d worsen an already serious ex- 
ernal debt, now in the region of US$11 
b illion. 
Knowledgeable sources expect a 
final Thai cabinet decision in January 
or February 1985 after the US Con- 
ress decides whether to endorse Pre- 
si Rer t Ronald Reagan's promise to the 
l'hais that they can have the expensive 
f igh Biter if they really want it. Despite 
st-minute US efforts to interest the 
is in the less-powerful F16/79 and 
> newly conceived Northrop F20 
igershark tactical fighters — both 
earmarked for the export market — the 
Å 6A is what Prapan has set his heart 
on, with the backing of supreme com- 
nder and army commander Gen. 
ru hit Kamlang-ek. 
The air marshal's perception is of a 
small but effective air force along the 
in les of the Royal Australian Air Force, 
employing top-drawer jet fighters and 
a modern tactical air defence system. 
That view is not shared by army gener- 
als who complain they could raise a 
r w infantry division for the cost of a 
si Single F16 — more than US$30 million 
when spares, training and support are 
considered. 
Моге significant, perhaps, is the 
1uted opposition from a large number 
of senior officers within the air force 
itself. Well-placed sources say the 
. wing commanders in charge of Thai- 
. land's front-line squadrons are wor- 
ried about the massive maintenance 
and operational changes that would 
me to be made to accommodate the 
` F16 
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а drain оп the air force budget would 
reduce the number of flying hours 
available to them, an important con- 
sideration for fighter crewmen an- 
xious to hone the sort of complex skills 
needed for air-to-air combat. Thai 
pilots are exceptionally well-trained 
and have earned high marks in exer- 
cises in the Philippines with the 
US Air Force's 26th Aggressor Squad- 
ron. 

Under a US$500 million package 
deal, including ‘training and 18 
months’ supply of spare parts, the 
RTAF is seeking to purchase 12 single- 
seater and four two-seater F16As, with 
an option on two more of each type. 
Depending on the length of purchase 


Thai F5Es in flight: purely defensive. 


negotiations, deliveries could proba- 
bly begin in 1988. The same number of 
F20s or F16/79s would cost about 70- 
80% of the overall F16A package, 
though a crucial point is that the F20 
costs about one-third as much as the 
F16 to operate and maintain. 


S Air Force vice-chief of staff Gen. 

Larry Welch was unable to sway 
Prapan from his chosen course during a 
special briefing in June. That was il- 
lustrated in early October when only à 
small crowd of mainly lower-ranking 
officers bothered to turn out to watch a 
demonstration of the F20 at Bangkok's 
Don Muang air base. 

Welch appears to have been sent to 
Thailand to pay at least lip service to 
an already-failed foreign sales pro- 
gramme, and to meet the Pentagon's 
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can officials privately conceded that 
all they could hope for was a decent in- 
terval between the Welch briefing and 
the RTAF announcement some weeks 
later that it intended sticking to the 
F16A. 7 

In an effort to cut costs and таке 
some accommodation for the new 
fighter aircraft in its budget, the RTAF 
recently phased out its aging fleet of 
prop-driven T28 bombers and a 
number of the 17 C123 Providers that 
until now have formed the backbone of 
its transport. Critics claim, however; 
that the fighter purchase would 
jeopardise the proposed purchase of 
four more C130 cargo aircraft to add 
to the four already in service — some- 
thing that could prove worrying to 
those involved in upgrading the mili- 
tary's logistics and troop-lift capabili- 
ties. 

A number of press reports, some of 
them quoting an RTAF study, have 
placed considerable emphasis on the 





importance of Thailand developing an 
offensive counter-air capability, 
pointing out that Vietnam has four 
times as many combat aircraft as Thai- 
land and the potential to strike at Thai 
targets. The 50 or so F5 fighters in 
Thailand's inventory, including 40 E 
and Е models and a squadron of aging 
As and Bs, are seen as purely defensive 
aircraft. 

Western mili sources say’ the 
Thais do indeed talk about improving 
their offensive capability during offi- 
cial contacts, looking ahead to a possi- 
ble time when the Vietnamese — with 
Soviet encouragement — may feel em- 
boldened to attack: Thailand directly 
or engage in provocative overflights. “I 
believe they are looking for an aircraft 
vean not just take off and shoot 
down c aa geek im one ex- 
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Apart from carrying ont ground 
strikes in support of the 1979 invasion 
of Cambodia, Vietnamese combat jets 
generally have confined themselves to 
their own borders. But it is also true 
that the combat air-patrol range of 
Hanoi's roughly 220 MiG21s, Su7s and 
Su20s may be even less than that of the 
F5E and does not give the Vietnamese 
the sort of offensive capability the 
RTAF is reported to claim — unless, of 
course, permanent bases were estab- 
lished in Laos or Cambodia. 

Prapan's conviction is that the 
Soviet Union will eventually supply 
the Vietnamese with MiG23s, which 
have an effective combat radius of 600 
miles — 230 miles more than Vietnam's 
most up-to-date MiG21. Both Thai and 
now US officials dismiss the prospect 
of a Southeast Asian arms race if the 
Thais get the F16A, holding to the 
opinion that Moscow will make 
MiG23s available to Vietnam no mat- 
ter what Thailand or the other Asean 
countries decide or are allowed to buy. 


U p to now, the argument against the 
F20 has centred on the fact that it 
has not attracted a single buyer and 
therefore Northrop cannot come up 
with a promised delivery date. The 
Mach 2-plus F16A has a combat radius 
of 575 miles compared with the F20's 
345 miles and carries about double the 
weapons load. 

Thai F16 proponents, presented for 
the first time with the opportunity to 
choose off the top shelf, have been im- 
pressed by the way Israeli F16 fighters 
performed against Syrian MiG23s and 
against surface-to-air missile batteries 
in Lebanon's Bekaa Valley. Neither the 
F20 nor the F16/79, with its Vietnam 
War-era F4 Phantom engine, has been 
proven in combat. 

Leaving the cost factor aside, oppo- 
nents of the F16A believe its proposed 
purchase is based on a false premise 
and that the most realistic threat 
scenario is a limited but division-sized 
Vietnamese ground incursion. They 
argue that if it ever came to the point at 
which the Thais felt they had no other 
choice than to launch a pre-emptive 
strike against Vietnamese air bases, 
then the time would also have been 
reached when the superpowers would 
be involved. 

Although the F20 is generally por- 
trayed as a dressed-up F5E, and in fact 
began life on the drawing board as the 
F5G with similar canopy, avionics and 
cockpit displays to its predecessor, it 
has undergone extensive modification 
and upgrading since then. The first re- 
designed F20 prototype, test flown for 
the first time in August 1983, has state- 
of-the-art technology 10 years ahead 
of the F16A, superior reliability, a 
much faster reaction and turn-around 
time on combat missions, and the 
speed and weaponry: to match the 
MiG23. 194 u 





Free-market communism 


The party leadership meets, apparently to give its blessing 








to plans to lessen the state role in industry 


By Robert Delfs in Hongkong 


high-level party central committee 

meeting under way in Peking is ex- 
pected to accelerate the pace of urban 
industrial reform in China. The third 
central committee plenum of the 12th 
national party congress is the first 
major party meeting to take up econo- 
mic reforms since the historic third 
plenum of the 11th congress in 1978, 
which laid the basis for China's rural 
reforms. 

Unlike previous party conferences, 
this plenum has received considerable 
advance notice. Xinhua, China's offi- 
cial international newsagency, an- 
nounced on 26 September that the 
plenum would be held in mid-October 
and that it would examine an import- 
ant document on economic reform. 
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Machine-tool plant in Sichuan: where it all started. "^^ 





Elder statesman Deng Xiaoping, Pre- 
mier Zhao Ziyang, party General Sec- 
retary Hu Yaobang and head of state Li 
Xiannian all have discussed the 
agenda for the meeting in general 
terms with foreign visitors in the past 
few weeks, and their remarks have 
been widely reported both by the 
Chinese news media andthe foreign 
press. | 

Reducing the role of the state and 
party in the economy is the central 
thrust of urban economic reforms. The 
plenum is expected to call for cutting 
back the authority of state agencies to 
dictate output quotas to factories in 
favour of market forces, further ex- 
panding the autonomy of enterprises 
and giving more responsibility and au- 
thority to professional managers, 
thereby reducing the role of party offi- 
cials. 


Crucial to all these measures will be 
price reform. The State Planning Com- 
mission announced earlier this month 
that the range of industrial products 
under mandatory planning and state 
price controls will be halved from 120 
to 60 at the end of the year 

Nothing in the measures announced 
or hinted at so far is really new, how- 
ever: all are either an extension or in- 
tensification of policies already 
theoretically in effect. The cutback in 
the range of products under state plan- 
ning and price control simply shifts the 
blend towards the free market in the 
mixed economy established in 1982, 
with the tripartite division of the econ- 
omy into compulsory planning with 
fixed prices, guidance planning with 
floating prices and free- 
market sectors. 


Likewise, converting 
state-owned enterprises 
into independent, tax- 


paying and, ideally, pro- 
fitable concerns, had its 
origins in experimental 
reforms undertaken in 
Sichuan province in 
1979-80 under Zhao — 
who was then provincial 
party committee first 
secretary — and theoret- 
ically began to take ef- 
fect nationwide from 1 
June 1983 

But implementation of 
industrial-management 
reform and price reform 
has lagged. In part this is 
due to the inherent com- 
plexity of industrial re- 
form. The network of 
inter-dependencies 
among producers of raw materials, 
intermediate and final products is 
much more fragile than in agricul- 
ture. 


pposition to the reforms also has 

been a factor, both from remnants 
of the Left who see the reforms as a re- 
turn to capitalism as well as from 
within the pragmatic wing of the party 
itself — those who agree to the rural re- 
forms but believe that the solution to 
China's industrial inefficiency is not to 
abandon planning and administration 
buttomake it work better. 

In large part, this plenum seems in- 
tended to commit the party formally to 
the urban industrial reform program- 
me already under way. While these re- 
forms have been adopted by the State 
Council. and the National People's 
Congress, so far they have not been for- 


51 








| 
[ 
| 


































planning, guidance planning 
e market sectors. But the li- 
consensus on urban reforms 


equired Hu to qualify this posi- 


inned economy. 
larket forces, Hu said, would play 
y a supplementary role, “subordi- 
and secondary to planned produc- 
апа. circulation, but essential and 
ronetheless.” 
num is expected to go. much 
id formally adopt a document 
endorsing a much broader 
for market forces in the economy 
a substantial diminution of state 
1 China s.rural reforms re- 
stsuch a specific endorsement 
i ird plenary session of the 11th 
oÜngress in December 1978 (they 
ormally adopted in April 1979). 
nal adoption of a reform-pro- 
ne document will mean that all 
етрегѕ are bound to support 
ramme under the principle of 
tic centralism. This would es- 
1a basis for using the party's in- 
1a disciplinary apparatus against 
ers who-obstruct the reforms. 


itly decided that they need, and can 
t, another party mandate. - 











































up his 30-moi hold abita. 
in three phases if the major oppo- 
on. parties agreed to participate in 
the 8 December parliamentary elec- 
ions. “Otherwise,” 
dal-law rule will-continue with stiff 
measures. " 

-The opposition parties at tires huge 
‘rallies in n Dhe ki 
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14 October rejected. 





By Paul Quinn-Judge i in Bangkok 
on-communist Khmer factions 
fighting the Vietnamese have re- 

cently received what seem to be unusu- 

ally large amounts of rifles and anti- 
tank and anti-aircraft weapons. There 
are indications that the largest part of 

the fresh supplies was held up for a 


number of months, partly because of a 
Singaporean bid to pressure the Unit- 


ed States into providing more aid to 
the factions. | 

The delayed consignment is believed 
to consist of 3,000 AK47 rifles, a dona- 


tion from Singapore, which has so far 


been the main Asean arms supplier to 
the non-communist members of the 
Kampuchea coalition. 
Two thousand guns are said to have 


| gone to Son Sann's Khmer People's 


National Liberation Front (KPNLF), 
and 1,000 to the Armée Nationale 
Sihanoukiste. 

Rumours of a new arms shipment 
from Singapore began to circulate 
around the end of the dry season, in 
May. Sources close to the Singaporean 
viewpoint attribute the delay to tech- 
nical problems. One source said plain- 
tively: "It's hard to find that many AKs 
on the market these days." 


the offer, saying they could not partici- 


pate in the elections unless martial law 
was lifted immediately and a neutral 
government formed for holding “free 
and fair elections." The opposition's 
proposed programmes include a "re- 
sistance fortnight" from 27 October, a 
24-hour strike on the day the par- 


hamentary polls are scheduled and 


a civil-disobedience movement from 


9 December. 


The opposition's unequivocal stand, 
coupled with- enthusiastic popular 
support as demonstrated by the rallies, 
clearly rules out an amicable settle- 
ment. The rallies, apparently paying 
attention to Ershad's 11 October warn- 
ing that he could not "allow lawless- 
ness on the streets in the name of 
political agitation," were totally 
peaceful. т 
Begum Khaleda Zia 
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| The timing of tesha arms supplei: to ther res st 
forces is seen as pressure for more US aid 








.Other sources, however, note that 
AKs are not that. difficult to find — the 
Israelis, for example, are reported to be 
selling a substantial number of surplus 
weapons at the moment. Eastern bloc 
countries also tend to have a good sup- 
ply available. Poland, despite its close- 
ness to both the Soviet Union and Viet- 
nam, is believed to have sold Singapore 
some, if not all, the guns that made up 
the recent shipment. A number of usu- 
ally well-informed- sources attribute 
the delay to a Singaporean effort to, as 
one: of them put it,“ force the [Ameri- 
cans] to put their money where their 
mouth is. 

The US has for some time been under 
pressure from Asean, and particularly 
Singapore, to give direct lethal aid to 
the resistance forces. Washington has 
been providing the coalition's non- 
communist members with covert fi- 
nancial aid for several years, using the 
CIA as a conduit (REVIEW, 28 June). 
Sources here say the aid has probably 
run to “well over" US$2 million annu- 
ally for the past two years. 

US Secretary of State George Shultz 
may have gone some way to relieve the 
pressure on Washington during the. 








Bangladesh Nationalist Party (BNP), 
widow of the late president Ziaur 
Rahman and leader of one of the two 
main opposition groups, the seven- 
party alliance, asked Ershad to hand 
over charge to another general on his 
retirement as army chief of staff in 
November and not to seek another ex- 
tension if he wanted the "good of the 
armed forces and the country." 

Sheikh Hasina Wajed, daughter of 
the late president Sheikh Mujibur 
Rahman and leader of the Awami 
League and the other main opposition 
group, the 15-party alliance, called on 
the armed forces to “resist those who 
are playing the anti-people role." 
Should they fail to "resist the anti- 
people elements," the people would be 
forced to confront them. 


ormer pr idest Abdus Sattar, who 
was ousted by Ershad’s military coup 
in March 1982 and. resigned the BNP 
chairmanship because of ill health, 
sprang a surprise by addressing {ће 
seven-party rally. He said, for the first 
time since being.ousted, that power 
had been "snatched. Bay from [him] at 
gun point." . sm 
Sattar said pis OM 
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Asean foreign ministers’ meeting in 
Jakarta in July. In a closed-door ses- 
sion during the meeting, Shultz said 
that “the US supports and will con- 
tinue to support the coalition.” But 
Singapore at least would still like to 
see more, and is expected to intensify 
its pressure on Washington, particu- 
larly if President Ronald Reagan wins 
a second term in the White House in 
November, 


he rifles are believed to have ar- 

rived in August. Anumber of RPG7 
rocket-propelled grenade launchers — 
much more than 50, one source said — 
also reached non-communist bases on 
the border around the same time. The 
RPGs, standard anti-tank weapons of 
the communist world, are thought to 


opposition groups’ five-point demand 
was immediately met. The original 
five-point demand, enunciated early 
this year, has been partially met by Er- 
shad but its calls for the immediate 
lifting of martial law and restora- 
tion of fundamental rights have not 
been. 

Ershad said on 11 October that if the 
main opposition parties took part in 
the elections, he would abolish the of- 
fices of district martial-law adminis- 
trators on 1 November, the day of the 
filing of nomination papers. After 
another fortnight, offices of sub-zonal 
martial-law administrators would be 
wound up, and on 1 December the 
posts of deputy chief martial-law ad- 
ministrators as well as all martial-law 
courts would be abolished. In addition 
fundamental rights would be restored. 
Martial-law rule would be withdrawn 
as soon as the new parliamentary ses- 
sion began, Ershad said. 

The government  re-implemented 
strict press censorship on the night of 
14 October, following the hard-hitting 
speeches at the opposition rallies. The 
next day, there were no newspapers in 
Dhaka after journalists stopped work 
in protest over the government action. 

Following the opposition's decision 
to boycott the election and launch a 
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have come from the Chinese. Both the 
KPNLF and the Sihanoukists are 
known to have requested more arms 
when a senior Chinese diplomat made 
a tour of resistance bases on the Thai- 
Cambodian border in mid-year. 

The non-communist coalition fac- 
tions are also reported to have received 
(again probably from China) anti-air- 
craft weapons, apparently for the first 
time. These are believed to be an un- 
specified number of 12.7 mm heavy 
machine-guns, a standard socialist- 
bloc infantry weapon which can be 
used for either ground or anti-aircraft 
combat. 

It is not clear where the guerillas 
plan to use the machine-guns, though 
strikes by Vietnamese helicopter gun- 
ships and bombing raids have been re- 
ported around the Tonle Sap (Great 
Lake). The helicopters in particular 
are thought to have caused consider- 
able guerilla losses. The guerillas will 
find the guns heavy to move around: 
the gun itself weighs around 34 kg, its 
mounting significantly more. 

Allies of the coalition may be hoping 
that the weapons deliveries will give it 
an extra boost: informed Asean 
sources note that non-communist 
forces have been less active this rainy 
season — probably owing to the pre- 
sence this year of Vietnamese and 
Heng Samrin troops in blocking posi- 
tions close to the main coalition bases. 
Western observers, meanwhile, note a 
build-up of Vietnamese troops to the 
north and northeast of Ampil, the 
KPNLF headquarters. 


civil-disobedience movement, the 
military government seems to have no 
choice but to clamp down on the press 
and political activities, and is expected 
to take a hard line. The only other op- 
tion is to accept the five-point demand. 
Meanwhile, the opposition movement 
is being reinforced and influenced by 
extremists on both Right and Left. 

The extreme rightwing orthodox 
Islamic Jamat-e-Islami party, which 
sided with the Pakistani Government 
during Bangladesh’s 1971 indepen- 
dence war, has rehabilitated itself by 
supporting the opposition movement. 

The jamat had been banned in 
Bangladesh but was allowed to func- 
tion after Zia came to power. It is a 
highly organised, cadre-based politi- 
cal party with several thousand full- 
time paid workers. Although it was not 
allowed to join either of the opposition 
alliances, it continued to support 
moves made by them and gradually be- 
came part of the mainstream opposi- 
tion. 

The two opposition alliances’ anti- 
election position and’ their hardline 
stands on various issues also have been 
influenced by the smallerleftwing par- 
ties which can have little interest in 
parliamentary elections since they are 
unlikely to gain much from them. 
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Threats to press freedom 
from outside — and within 


By Emily Lau in Hongkong 
Н has often been described 
as a place with freedom but no 
democracy. This is not due to the mag- 
nanimity of a liberal colonial adminis- 
tration but because the bureaucrats 
are ultimately accountable to the Bri- 
tish Government, which has a long 
tradition of democracy. It is often won- 
dered whether the territory will con- 
tinue to enjoy the present rights and 
freedoms if the London link is severed. 
In September the Sino-British joint 
declaration on the future of Hongkong 
was initialled in Peking (REVIEW, 4 
Oct.) signalling the return of Hong- 
kong to China in 1997. During the next 
13 years, the British will continue to 
administer the territory; but if the 
Chinese leaders are genuine in their 
claim to give Hongkong a “high degree 
of autonomy," power will gradually be 
transferred to the local people. Con- 
cern has already been expressed about 
the possibility of keeping the existing 
rights and freedoms in the run-up to 
1997, since many fear the local conser- 
vative Chinese may not give them a 
high priority. 
According to Annex 1 of the joint 
declaration, it is stated that after 1997, 
the Hongkong Special Administrative 
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Region (SAR) government "shall main- 
tain the rights and freedoms as provid- 
ed for by the laws previously in force in 
Hongkong, including freedom of the 
person, of speech, of the press, of as- 
sembly, of association, to form and join 
trade unions, of correspondence, of 
travel, of movement, of strike, of dem- 
onstration, of choice of occupation, of 
academic research, of belief . . ." 

Of all the freedoms the Hongkong 
people currently enjoy, many agree 
freedom of speech and freedom of the 
press are probably most at risk. Such a 


pessimistic outlook is partly due to | 


painful memories of purges of the 
media in China during the Cultural Re- 
volution and last year's anti-spiritual 
pollution campaign. The media, be- 
cause of their enormous influence, 
were the first targets. Given such a dis- 
turbing track record, few people be- 
lieve China will grant these rights and 
privileges to Hongkong compatriots 
while denying them to its own people. 

However, a closer and more im- 
mediate threat is the conduct of the 
media themselves. Judging from their 
present performance, there is little to 
indicate they use their freedoms prop- 
erly, and even less to prove they are 
prepared to defend them. 

One major problem is Chinese 
conservatism and, specifically, 
the inability to tolerate opposing 
views: in short, the "don't-rock- 
the-boat" mentality. Since the 
Chinese do not have a tradition 
of liberalism and respect for in- 
dividual liberty, many in the 
media fear that when local 


dv 


Chinese take over, they may not 
be able to show the same degree 
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dom at risk. 


of tolerance and forbearance currently 
exhibited by the colonial adminis- 
trators. 

In the local media, the sector most 
open to abuse is that of the Chinese- 
language newspapers; their perform- 
апсе 15 already a cause of deep concern. 
In a community where 98% of the 
population is Chinese, vernacular 
newspapers are naturally influential. 
There are more than 60 Chinese news- 
papers in Hongkong, with a daily cir- 
culation of 1.5 million. Most publishers 
look upon their newspapers as money- 
making concerns and have scant re- 
gard for journalistic ethics and princi- 
ples. Freedom of the press is probably 
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China's cameras 
focus on a kinder 
angle of Hongkong 


By David Bonavia in Peking 


L ate Chinese premier Zhou Enlai had 
very fixed ideas about Hongkong. 
When it was put to him by a distin- 
guished visitor that the territory's peo- 
ple were well off compared to the peo- 
ple of China, he said curtly: “No, I can- 
not agree with you about that.” 

Today, the leadership — headed by 
elder statesman Deng Xiaoping — rec- 
ognises that Hongkong is not just a 
hotbed of vice and crime where the 
Chinese people аге ruthlessly 
exploited by foreigners, but a dynamic 
and prosperous society. This new view 
of Hongkong was given expression in a 
90-minute documentary film shown to 
the foreign press here before going on 
general release nationwide. 

Entitled A Hundred Days in Hong- 
kong — the length of time it took to 
make — the movie contains a minimum 
of anti-Hongkong propaganda: though 
to people in southern China, espe- 
cially, it is still the big magnet drawing 
them away from their jobs and families 
with promises of the good life. 

The recent initialling of the Sino- 
British agreement on the future of 
Hongkong (REVIEW, 4 Oct.) has awaken- 
ed northern Chinése interest in 
the territory, too, and the film is ex- 
pected to play to packed audiences. 
The People's Daily issue which report- 
ed at length the conclusion of the 
agreement, was snatched up as soon as 
it hit the newsstands. 

The film's emphasis is mainly on the 
pace and prosperity of life in Hong- 
kong. However, the camera does not 
ignore some of the less attractive as- 
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an alien concept to some publishers 
and editors and entirely irrelevant to 
others. 

Earlier this year, veteran journalist 
Sze Chusian said any loss of freedom 
for the press after 1997 did not really 
matter and few Hongkong people 
would miss it. Sze is a former editor- 
in-chief of the Sing Tao Group of 
Newspapers, a major Chinese news- 
paper chain, and former chief editor/ 
general manager of the Nanyang Siang 
Pau, once the biggest Chinese news- 
paper in Singapore and Malaysia. 

"We are fighting for prosperity and 
stability, so our main objective should 
be to achieve them. The so-called free- 


pects of city life: a beggar is shown 
rummaging through the contents of a 
dustbin in search for food. On the other 
hand, people are seen eating hearty 
meals at street-stalls. Vegetables, pigs 
and beef cattle pour off the train from 
Shenzhen, the border town from where 
much of the territory's fresh food is 
shipped daily by the Kowloon-Canton 
Railway. 

A good deal of footage is spent on 
boat-dwellers in typhoon shelters: the 
poverty, the unhygienic living condi- 
tions, the children swimming in dirty 
harbour water are dealt with in some 
detail. By contrast, there are shots of 
luxurious seaview villas — too expen- 
sive, the narrator points out, to attract 
buyers. 

There was a passing reference to 
prostitution with the rhetorical ques- 
tion: "Why does the Hongkong Gov- 
ernment permit it?" and no 
suggested answer. The drug problem 
was dealt with by showing healthy- 
looking young Chinese men in a re- 
habilitation centre, talking cheerfully 
about their problem and the cure pro- 
gramme. 

Apart from these points, the film was 
notably uncritical of Hongkong — cer- 
tainly much more’ favourable than 
most programmes about the territory 
which appear on British TV. Ordinary 
people were shown enjoying a day out 
at the races. (The camera-work was 
witty, showing the variety of emotions 
on the punters’ faces, people buying 
betting slips and collecting their win- 
nings.) All gambling is banned in 
China, and most Hongkong people 
would consider horse-racing rather 
pointless without a chance to bet, so 
the question remains whether Peking 
will continue to tolerate betting at 
Happy Valley and Shatin racetracks 
after 1997. 

The film-makers’ dealt at length 
with Hongkong’s fast-moving traffic 
— they seemed fascinated by flyovers. 
People facing mounting problems get- 
ting around in Peking's congested traf- 
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dom of the press will be a bit reduced 
by that time anyway. I don't think it is 
going to affect us very much. There are 
so many countries in this part of the 
world where there is no freedom of the 
press but just one-sided opinions. And 
yet those countries are enjoying pros- 
perity and stability," Sze told a Rotary 
Club meeting on 11 April. Sze's views 
are shared by some Chinese newspaper 
proprietors, who openly glorify the 
repressive administration of Singa- 
pore Prime Minister Lee Kuan Yew. 
Many also look to the “examples” of 
Taiwan and South Korea, where there 
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The idea that prosperity and stabil- 
ity can be maintained without freedom 
of expression is shared by many people 
in the business community, whose 
main concern is the freedom to con- 
tinue making money. One representa- 
tive of a major trade association said 





he expected the SAR government to be 
“paternalistic,” though publicly he 
still insists that freedom of the press is 
essential 

The Hongkong Journalists Associa- 


tion (HKJA) is deeply alarmed by such 
tendencies. As chairman Cliff Bale 
pointed out, Hongkong’s success is 


mainly built on confidence. Right now 
the territory's position is very fragile, 


is economic prosperity but limited per- 
sonal freedom. 








fic might wonder if the municipal com- 
mittee here might not take a clover- 
leaf out of Hongkong’s book. Main- 
landers would be less thrilled by the 
incredible pace of work shown in gar- 
ment factories, with women workers 
on piece-rates. Indeed one wondered 
whether the film was deliberately 
speeded up. 




































he cameras also spent some time 

in and around Hongkong's opulent 
shopping centres, with no suggestion 
that there was anything brash or vul- 
gar in their display windows. The stock 
exchange is shown on a normal day's 
operation: capitalists in top-hats, the 
standard way of portraying bourgeois 
imperialism, are conspicuous by their 
absence. 

The Sino-British relationship is 
handled sympathetically: Hongkong, 
its streets thronged with Chinese and 
foreigners, was depicted as harmoni- 
ously cosmopolitan. Xu Jiatun, head of 
the influential Xinhua newsagency's 
branch office in Hongkong, is shown 
smiling and shaking hands at a re- 
ception attended by Governor Sir 
Edward Youde. 

The climax of the movie is a shot of 
the Chinese national flag — five yellow 
stars on a red field — waving proudly 
over the Xinhua office, which also has 
the national emblem of the Tiananmen 
gate over its front door. But no mention 
was made of the 1997 agreement which 
— in the words of the Peo- 
ple's Daily — had "put an 
end to China's historical 
shame and disgrace in hav- 
ing foreigners occupy its 
territory." 

As the sun sank in the 
west and junk sails deco- 
rated Hongkong s harbour, 
the camera played on the 
lights of Victoria Peak and 
said nostalgically: "Good- 
bye, Hongkong" — perhaps 
adding sotto voce: “Or is it 
au revoir?" K 
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Heat of Honghony's freedoms might 
destroy confidence completely. 

In July the HKJA conducted a survey 
on press freedom after 1997 and found 
that many of its members felt limita- 
tions will be imposed on the media by 
the Chinese Government — a govern- 
ment not used to Western-style press 
freedom. They also felt that a weak in- 
dustry will lead to all kinds of control 
Many publications will impose greater 
self-censorship to please the au- 
thorities and avoid rocking the boat 


E reacy some Chinese newspapers 
have toned down their anti-com- 
munist rhetoric — some have even 
turned pro-China. At least two dailies 
are bending over backwards to support 
Peking's policies and directives, in ef- 
fect becoming more pro-China than 
the territory's leftwing press. 

The Ming Pao, which owed its rise to 
virulent attacks on the communists in 


the 1960s, has gradually changed its | 


course. Since the fall of the Gang of 
Four and the rise of Deng Xiaoping, 
the publisher, Louis Cha, has become 
one of the most ardent advocates of 
Chinese policies. Writing in the Peo- 
ple's Daily recently, he said the “one 
country, two systems" concept is so 
farsighted that it should be extended 
to solve the problems of the whole 
world: that is “one world, two sys- 
tems.” On the Sino-British joint dec- 
laration, the newspaper's editorial 
said: "The people of Hongkong have 
got all they want. Is there anything left 
to be said? Hongkong did not take part 
in the Sino-British talks, yet the out- 
come would be the same had Hong- 
kong been a party to the negotia- 
tions." 

What is apparent is that many 
Chinese newspapers are prepared to 
curry favour with any government, 
be it British-colonial Hongkong, 
communist China, Kuomintang Tai- 
wan or Lee's Singapore. Worse, 
many are also hypocritieal, since 
they do not believe Hongkong has 
any future after 1997, and have al- 
ready made plans to move their ope- 
rations abroad. 

Another mass- 
circulation news- 
paper, the Oriental 
Daily well- 
known for its right- 
wing sympathies — 
has not only toned 
down its anti-Pe- 
king coverage, but 
also permits one of 
its famous column- 
ists to write very 
pro-China edito- 
rials. In fact some of 
them simply regur- 
gitated 





The leftwing — are party 
organs and often omit news they do not 
want their readers to learn. In Feb- 
ruary, senior legislative councillor 
Roger Lobo sponsored a motion stating 
that any proposals for the future of 
Hongkong should be debated by the 
council before any agreement is 
reached. Many people supported the 
idea, including 10 trade unions which 
publicly stated their position. But their 
views were completely ignored by the 
leftwing press, which was violently at- 
tacking the “Lobo motion” (as it came 
to be known), for daring to demand a 
role for the Hongkong people in the 
Sino-British talks. 

While many Chinese publications 
are prepared to compromise their al- 
legiance for political and material 
gains, a few are still steadfastly anti- 
Peking. Top of the list is the monthly 
Nineties (formerly Seventies). Editor 
Lee Yee said he is determined to pre- 
serve his freedom in the face of Chinese 
encroachment. After the magazine was 
founded in 1970, it took a very pro- 
China line. A rift occurred in the late 
1970s, Lee said, when Deng began 
cracking down on the Democracy 
Wall. Lee and his magazine were un- 
ceremoniously flung out of their pro- 
duction premises, a pro-communist 
bookstore, in which he had a share. He 
claimed no reason was ever given for 
Peking's displeasure, but the hostility 
persists. 

In September, many publications 
applied for permission to cover the in- 
itialling of the joint declaration in Pe- 
king. In order to prevent Nineties and 
Cheng Ming (another pro-Peking 






















magazine turned China critic) cover- - 
ing the event, the Chinese Foreign 
Ministry reportedly decreed that no 
magazines from Hongkong be allowed 
to go. Naturally the incident went un- 
reported in the local media, which do 
not want to embarrass Peking. Apart 
from kowtowing to China, many 
Chinese newspapers are equally sub- 
servient to the Hongkong Government. 
In cases of confrontations between 
government officials and members of 
the public, it isnot uncommon for some 
newspapers to restrict their coverage 
to government press releases. 


he inferior quality of the Chinese 

press also is directly related to the 
standard of the journalists. Many mid- 
dle-ranking news executives do not 
speak English and dread any dealings 
with expatriate civil servants. Govern- 
ment officials are only too aware of 
such an inferiority complex, and use it 
to their full advantage. 

On many occasions, Hongkong 
Chinese government officials tele- 
phone news editors, using the pretext 
of briefing them on the complex issues 
involved, and in the process, present 
the government's position in the most 
favourable light. Often when reporters 
return from covering a story, they are 
told that the news editors know 
exactly what happened and the report- 
ers should write according to that per- 
spective. It is also not uncommon for 
government officials to telephone re- 
porters to tell them what to omit. Trag- 
ically, many meekly comply. 

This kind of behaviour is not un- 
usual from people whose prime pur- 
pose is to earn a living. The average pay 

for a Chinese journalist is HK$2- 
$ 5,000 (US$256-640) a month. Some 

of them subsidise their wages by sell- 
ing advertising space for the paper; 
others take on two or three jobs. 

Journalism is just a tool to make a 

living — questions of ethics, princi- 

ples and ideals are seldom serious- 
ly considered. One newspaper is re- 
portedly run on a subcontract basis, 
with the owner offering, say 
HK$70,000 a month to anyone who 
can promise to de- 
liver a daily pack- 
: age of local and 
foreign news. 
So the Hongkong 
Chinese-language 
media are domi- 
g nated by weak 
and mealy mouthed 
publishers and edi- 
tors and inexperi- 
enced, underpaid 
and frustrated jour- 
nalists. This, to- 
gether with an un- 
caring public and a 
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SCANIA Created for a harder reality. 


Five reasons why businessmen in over 
90 countries deal with Lucky-Goldstar 


ucky-Goldstar is be- 

coming known as a 
name to be trusted in 
some of today's most 
important fields. Here 
are some of the reasons 
why more and more peo- 
ple are seeking out 
Lucky-Goldstar. 






























Integrated Action: 
Superb coordination among member companies 


working in a broad range of fields enhances the 
Lucky-Goldstar's capabilities. 





Healthy 
Growth: 

2 
Lucky-Goldstar has 
grown steadily and im- 
pressively during the 37 
years since its establish- 


ment—even in times of 
worldwide recession. 


Ld 
Financial 
Soundness: 
No Korean busi- 
ness conglomer- 
ate can claim 


greater reliabil- 
ity in its finan- 


An Eyeto 
the Future: 
Lucky-Goldstar's 
average for invest- 
ment іп research is 


3% of sales and going 
upallthe time. In 


some fields, the cial dealings 
figure is already as than Lucky- 
high as 7%. Goldstar. 


| And we can back 
this up with hard 
facts. 
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| Goldstar International Corp. 537 Nam- | A dozen of Korea's top joint ven- 

{ daemun-ro 8-ga, Chung-gu, Seoul 100, | tures are Lucky-Goldstar com- 

| Korea. CPO Box 1899. Phone 777-8097. { panies, and partners include such 
Telex LGINTL KR7266. well-known names as Caltex, 

| Cable FOURCLOVER SEOUL. A AT&T Technologies, Siemens, and 
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Because we perform better, 


so will you. 


The test of a good flight is not just when you're in the air, but after you've landed. 
At Cathay Pacific we're committed to getting you to your destination in the best 
possible shape. 

By getting you there quicker, which often means non-stop. 

By designing schedules which fit sensibly with yours. 

And by providing inflight service that's in tune with your needs. 

That way, when the flight's over, our performance will be reflected in yours. 
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IN SOUTH-EAST ASIA, 
THE PUTRA WORLD TRADE CENTRE, 
KUALA LUMPUR, MALAYSIA 
IS THE REASON FOR A 
SUCCESSFUL EXHIBITION. 


An exciting, all new exhibi- 
tion complex second to none 
in South-East Asia. 

In a country of unlimited 
opportunities — Malaysia. 
Strategically located within 
the ASEAN region of 263 
million population to tap from 
for promotional advantages. 

In a country of 
thriving, growing 
economy 





the bustling kaleidoscope of 

traditional and cultural 

splendour. 

And inside the complex, 

12,322 sq. metres of 
premium, 
flexible 
indoor 

and out- 
door 
exhibition 
space. 

Double 

| volume 

| — ceiling. 

' And floor- 
loading 
capabilities 
for all kinds 

_ of exhibits. 


































hanced by 
modem banking and tele- 
communication systems. 
Stable govemment. Sound 
trade policies, efficient 
immigration and customs. 
Close to international air- 
port. 31 kms away from Port 
Kelang, a comprehensively 
equipped deep water sea- | 
port. Right in the heart of 
commercial Kuala Lumpur, 















| Available with hund 
| Standard state-of-the-art exhi- 
bition support equipment. | 
Adjoining South-East Asia's | 
| largest, 10,000-seat 
Capacity 
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convention centre. Plus a 600- 
room intemational hotel. 

It's all here. The rare, grand, 
practical venue that gives 
your South-East Asian Exhibi- 
tion a reason to be more than 
successful. Count on us. 
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Efficient telephone communications smooth the way 
for success in today's business world. And when 
office automation is based on the latest telecom- 
munications technology, you can expect better 
results from both customers and staff. 
Oki's ix 40& 50 PABX state-of-the-art 
full digital phone system is designed 
for the office of the future. 5 
This compact system offers greater « » 
flexibility in its range of services. 
Plus it's capable of interfacing with digital networks 
and dedicated digital lines as they become available. 
From Oki — pioneer in telecommunications. 


Oki Electric Industry Co., Ltd. 
10-3, Shibaura, 4-chome, Minato-ku, Tokyo 108, Japan. Tel: Tokyo (03) 454-2111 Telex: J22627 
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can help keep your company’s money 
working around the clocks 


From The Citi of Tomorrow:.. CitiBanking today. 
Mail. Telephone. Telex. If your company is still doing 
most of its banking in traditional ways, it’s not just 
astin$ time. Its losing money. 
With CitiBanking, you get the timely financial 


information you need. And the ability to act on it fast. 


Because опу CitiBanking gives you electronic access 
to your accounts in over 33 countries. 

You can monitor the transactions in your foreign 
and domestic accounts as they occur. Get up-to-the- 
minute money market and foreign exchange data. 
And initiate multicurrency transfers and payments in 
seconds. All with remarkable ease. 

CitiBanking gives you unmatched security, too. 
Because you communicate with Citibank offices 
around the world through our own private financial 
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Cool look at a hot subject 


Hong Kong: In Search of a Future 
edited by Joseph Y. S. Cheng. Oxford 
University Press. HK$75 (US$9.50). 


розе shortly before the initial- 
ling of the Sino-British joint dec- 
laration on the future of Hongkong, 
this book provides excellent back- 
ground on the complex issues involved. 
It traces the changes in the negotiating 
positions of the British and Chinese 
governments throughout most of the 
talks and cites opinion surveys to give 
some indication of what the silent 5.5 
million Hongkong people think. 

The future of Hongkong has domi- 
nated the colony's media ever since 
British Prime Minister Margaret 
Thatcher visited Peking in September 
1982. During that visit China and Bri- 


D.s 


After the Peking initialling: what now? 


tain agreed to open talks on the future 
of the most important remaining Bri- 
tish colony. Throughout the negotia- 
tions, endless materials appeared in 
newspapers and magazines; several 
books on the subject have also been 
published, including one by a member 
of parliament who lost no time to cash 
in on the Hongkong bonanza. However, 
very few were written from a Hong- 
kong belonger's perspective. 

As Cheng points: out іп the preface, 
this book is “a collection of official 
documents and semi-official state- 
ments of the Chinese, British and 
Hongkong goverriments on the future 
of Hongkong, and a summary of a 
number of important polls and a repre- 
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sentative sample of the views of major 
groups and the media in Hongkong on 
the subject." It is interesting to know, 
for example, that only 3% of the Hong- 
kong population preferred indepen- 
dence out of five different options, 


ranging from merging with China to | 


preserving the status quo 
Cheng is a lecturer in government 
and public administration at the 


Chinese University of Hongkong and a | 


member of the Hongkong Observers 


a group made up mainly of upper-mid- 


dle-class professionals who have cast 
themselves as social critics. 

From the beginning, Cheng had fol- 
lowed the 1997 issue closely. In Mav 
1982, the Hongkong Observers com- 
missioned the first 
opinion poll on the people's attitudes 
towards Hongkong's future 
(the poll is included in the 
book) In the summer of 
1983, together with a group 
of professionals and busi- 
nessmen, Cheng tried to 
organise the "I-Love-Hong- 
kong" campaign which de- 
manded. that certain rights 
and freedoms be included 
in the Sino-British agree- 
ment. But the movement 
never got off the ground, 
mainly because of oppo- 
sition from both the Chi- 
nese and British govern- 
ments and.from some local 
Chinese newspapers accus- 


ing the boat. 

Although deeply  in- 
volved, Cheng analvses the 
Hongkong issue in a dispas- 
sionate manner, giving a 
cool and detached acade- 
mic's treatment to what can 
be a highly emotive subject. 
He does not accuse the Bri- 
tish of selling Hongkong down the 
river, as many do; nor does he compare 
the Chinese takeover of Hongkong to 
"rape," as others have done. He merely 
lists the development of events and 
states the worry of the Hongkong peo- 
ple: whether China can respect an ar- 
rangement for self-administration 
over a relatively long period of time 
and refrain from interfering in the ter- 
ritory's domestic activities 

While sounding calm and rational, 
Cheng's message to the Hongkong peo- 
ple is loud and clear. "The ultimate 
guarantee lies in the Hongkong people 
themselves. They must be organised 
and, through democratic channels, 
must establish their own local govern- 





UP 


territory-wide 





ment Only representatives directly 
elected by the people of Hongkong can 
truly express the popular will of Hong- 
kong, struggle for the interests of 
Hongkong's citizens, and play an ac- 
tive role in designing the concrete ar- 
rangements for an effective special ad- 
ministrative region 

To a certain extent, Cheng articu- 
lates the fears and aspirations of one 
sector of the Hongkong community, 
Unlike some pessimistic comment- 
ators, Cheng regards the uncertainty 
over the future of Hongkong as a chal- 
lenge to its people "ап opportunity 
to become masters of their own terri- 
tory, to establish a sense of belonging 
and to remove inequalities in the 
present system.” 

If that sounds like a politician on the 
hustings, it may not be that far off. In 
March 1985, Cheng is planning to rum 
in the district board election. As he 
rightly notes: "While political apathy 
still prevails and those who demand 
political participation remain a small 
minority, the potential for mobilisa- 
tion 1s there. It remains to be seen whe- 
ther a Sino-British settlement based 


| on the principle of self-administration 





ing the organisers of rock- | 








will convince Hongkong people that 
they have to grasp their future in their 
own hands. 
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now publishing a quarterly index which 
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: - APhilippine nuclear power plant gets a vac bill of health 





Manila goes critica 


By Michael Richardson in Manila 


United Nations inter-govern- 
mental body responsible for 
checking the safety of nuclear- 


power reactors around the world has 


- qualified its approval of a controver- 





sial plant in the Philippines that is 
ready to start test runs. 
A spokesman for the International 


- Atomic Energy Agency (IAEA) told the 
—REviEW that a recent comprehensive 
inspection of the 620 mW plant — on 


the Bataan peninsula northwest of 


— Manila — by one of the IAEA's safety- 
— review teams “identified specific areas 
— requiring attention, but confirmed the 


general plant adequacy.” He said he 
could not disclose what recommended 
safeguards were lacking. 

The IAEA outlined its findings to the 
REVIEW following a claim by a group of 
scientists in the United States that the 
Bataan project was “too dangerous to 
begin operation.” In a letter sent to 
President Ferdinand Marcos in Sep- 
tember, the Washington-based Union 
of Concerned Scientists (UCS) warned 
that alleged design defects and fault- 
prone equipment could lead to a nu- 
clear disaster in which the core of the 
reactor, containing uranium fuel, 
would melt, releasing radioactive ma- 
terial into the environment, A copy of 
the 10-page letter, dated 21 Sep- 
tember, was obtained by the REVIEW. 

It urged Marcos to order a public 
hearing to determine whether the nu- 
clear facility was safe enough to start 
operating. The plant was designed by 
Westinghouse Corp. of the US and its 
pressurised-water reactor was sup- 
plied by Westinghouse. The letter was 


signed by Dr Robert D. Pollard, a 
former reactor engineer and project 
manager with the US Government's 
Nuclear Regulatory Commission 
(NRC), which is responsible for licens- 
ing nuclear-power plants and check- 
ing their safety features. 

On 24 September, more than 100 
members of the Federation of Filipino 
Scientists issued a statement of “deep 
concern” about the Bataan plant. 
Their six-page statement said: “Ме be- 
lieve that numerous technological, en- 
vironmental, regulatory and economic 
issues demand open discussion, clarifi- 
cation and resolution” before the 
granting by the National Power Corp. 
(NPC) of a licence by the Philippine 
Atomic Energy Commission (PAEC) to 
run the Bataan unit. 

(The Bataan plant has been contro- 
versial from the outset. Questions have 
been raised over the original contract 
with Westinghouse — as channelled 
through Marcos associate Herminio 
Disini's Asia Industries, which re- 
ceived the commission for bringing in 
the contract; the great escalation in 
cost, from two plants at US$600 mil- 
lion to one of the same size at US$2.1 
billion, and the question of cost vs 
benefit given the stability of oil prices 
since early 1982.) 

The Filipino scientists said the 
PAEC did not have "adequate re- 
sources in terms of funds or personnel 
for its assessment, regulatory and en- 
forcement functions." They said the 
PAEC staff was not up to standards 
prescribed by the IAEA. They also 
questioned whether the PAEC had the 


"fullest support of higher government 
authorities" in its "difficult responsi- 
bilitv of regulation and enforcement. " 

The statement, which was signed by 
one of the PAEC's senior reactor spe- 
cialists, said Filipino scientists were 
worried whether the NPC had an 
"adequate pool of competent and ex- 
perienced manpower to run the plant 
efficiently and to cope with any 
emergency that may arise." 

The IAEA, which has been assisting 
in the safety assessment of the Philip- 
pine nuclear-power plant since the 
contract between the government and 
Westinghouse became effective in 1976 
and construction began in 1977, sent a 
pre-operational safety-review team at 
the request of Manila to inspect and 
evaluate the now virtually complete 
Bataan facility from 25 June to 11 July. 


telex from the Vienna-based 
A IAEA, in response to the REVIEW’s 
request for information, ap- 
peared to give partial endorsement to 
some of the concerns expressed by the 
Filipino scientists. The telex said: 
“Before plant start-up, the operating 
staff should be increased to its re- 
quired size with special emphasis on 
maintenance and operational quality 
assurance. The radiation protection 
and the emergency planning and pre- 
paredness programmes must be effec- 
tive before criticality” (the point at 
which nuclear fission takes place in the 
reactor). l 
During a Philippine Supreme Court 
hearing in September, the government 
said the NPC had 35 engineers who had 
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passed examinations at Westing- 
house's training centre in the US. 
Twelve more were being trained while 
a total of only 24 licensed operators 
were needed to run the Bataan reactor. 
On the PAEC, which recently was re- 
organised, the IAEA said it should be 
given "special attention and increased 
support to facilitate its difficult task of 
ensuring public health and safety. It 
requires incentives to attract and 
maintain a highly qualified staff so as 
to ensure the high quality of its assess- 
ments and the effectiveness of its in- 
spection and enforcement activities." 

It is not known whether Marcos has 
replied to, or made any decision upon, 
the letter from the UCS. But the new 
PAEC chairman, Manuel Eugenio, 
gave an assurance to the Supreme 
Court in September that the NPC 
would not be allowed to put uranium 
fuel into the Bataan reactor or test run 
the plant until the PAEC had com- 
pleted its safety review. The NPC had 
hoped to fuel and test run the unit 
starting in mid-September so that it 
could begin generating electricity for 
the commercial grid in January 
(REVIEW, 5 July). Theissue was brought 
to court by the Nuclear-Free Philip- 
pines Coalition — a group opposed to 
the introduction of nuclear power. 

However, all that has been promised 
so far by the authorities is that if the 
PAEC approves a request by the NPC 
for an operating licence for the plant 
and there are any objections, it will 
hold a special hearing to consider 
them. The PAEC comes under the of- 
fice of the president. What the critics 
want is an independent and public 
hearing to be held to look into safety 
and other aspects of the project. 

One leading figure in the Nuclear- 
Free Philippines Coalition described 
the Bataan plant as "the most danger- 
ous white elephant in Philippine his- 
tory." Many residents of the Bataan 
peninsula oppose the project on safety 
grounds and held a large anti-nuclear 
demonstration earlier this month. The 
political opposition has also seized on 
the issue. 

Some of the allegations being hurled 
at the plant, which originally was 
scheduled for completion in mid-1983, 
are patently far-fetched. But after a 
near-meltdown in March 1979 in the 
US state of Pennsylvania at the Three 
Mile Island nuclear-power station, 
which is similar in design to the Bataan 
unit, Marcos ordered construction sus- 
pended and established a commission 
to review the project. 

The commission was chaired by the 
justice minister at the time, Ricardo 
Puno, with two retired justices of the 
Court of Appeals as members. In its re- 
port in November 1979, the commis- 
sion concluded that the design of the 
Bataan plant was unsafe. "It is an old 
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design plagued with unresolved safety 
issues like other Westinghouse designs 
under review by the US NRC. Thus it is 
a potential hazard to the health and 
safety of the public. 

“The Bataan nuclear plant design 
needs fundamental changes and addi- 
tional safeguards. It appears that West- 
inghouse nuclear reactors do not have 

. adequate emergency core-cooling 
systems,” the commission said, adding 
that it was “imperative that the requi- 
site safety devices be installed if it is 
decided to continue with the nuclear 
plant.” 


nder intense questioning by op- 
U position MPs — especially Rafael 

Recto — in the national assem- 
bly in September, Energy Minister 
Geronimo Velasco said US$100 mil- 
lion had been spent following the 
Puno commission report to install ad- 
ditional safety devices. They included 
a loose-parts detection system, design 
testing and maintenance criteria and 
design guidelines for radioactive dis- 
posal. 

During the Supreme Court hearing, 
the NPC said it had received assur- 
ances from Westinghouse that the 
Philippines’ facility was as safe as, or 
safer than, any of the 313 commercial 
nuclear plants in operation in various 
parts of the world. The NPC said it had 
also taken “all steps necessary” to 
make sure that this was so and would 
continue to do so for the life of the 
plant, expected to be 30-35 years. 

The NPC told the court that in Au- 
gust 1980, the PAEC certified that the 
“requisite additional safety upgrades” 
called for by the Puno commission had 
been incorporated in the Bataan sta- 
tion and in September 1980 construc- 
tion resumed. However, the UCS in its 
letter to Marcos said that though the 
contract with Westinghouse was re- 
negotiated, its provisions fell “far 
short" of the commission's recommen- 





dations. The letter said 

that of the new safety ге- © 
quirements imposed дп 
Westinghouse's US plants ^ 
following the Three Mile | 
Island accident, fewer? 
than half were incor- | 
porated in the revised 

contract for Bataan. k 

“We remain convinced. 
that though an inspec- 
tion of the plant may 
confirm the incorpora- 
tion of those improve 
ments promised by West= 
inghouse in certain as- 
pects of the plant, the re- 
maining design defects 
and omissions render the) 
Bataan plant too danger- 
ous to begin орегайов 
Furthermore, a number? 
of important safety issues were not and. 
could not have been addressed during 
the inquiry conducted by the Puno 
commission or during renegotiation of 
the contract between Westinghouse 
and the NPC,” it said 

The UCS, which was formed 15 years 
ago as an informal faculty group at the 
Massachusetts Institute of Technol- 
ogy, describes itself as a private, none 
profit research and public-education^ 
group with offices in Cambridge, Mas. 
sachusetts, and Washington, DC. Tt 
says it is funded primarily by small 
contributions from more than 100,000 
sponsors in the US and provides an in- 
dependent check on the industrial or- 
ganisations and government agencies 
that promote various advanced 
technologies, including commercial 
nuclear power. 

Pollard, who signed the 21 Sep- 
tember letter to Marcos, listed five 
"unresolved safety issues." He said he 
did not believe that "all or even most" 
of the safety equipment in the Bataan 
unit would perform properly if ex- 
posed to the harsh conditions created 
by an accident. For fire protection, the 
plant was designed "at best" to meet а 
standard that had been proven in- 
adequate and rejected in the US 

He claimed that recent inspections 
and accidents in the US and elsewhere 
had shown that many Westinghouse 
plants suffered from severe deteriora- 
tion of their steam generators and this 
heightened the potential for ruptures 
of one or more of the thousands of 
small tubes in the generators 

Pollard said US NRC evaluations 
demonstrated that "unless the plant 
design and emergency procedures are 
correct, the rupture of a single steam- 
generator tube can lead to exposure of 
the reactor fuel and a meltdown. In the 
Bataan plant, the failure of any one of 
several specific valves following a 
steam-generator tube rupture would 
create a direct path for the release of 


67 


LI 
SHOSUKE T ARE UH 


č 














































i 
] 





: 0: US$100 million spent. 





radioactive material to the outside en- 
vironment.” 
The letter added: “Another vital 
safety problem that could cause a seri- 
ous accident at the Bataan plant is the 
unexpected rapid deterioration of the 
reactor vessel caused by the intense 
'adiation to which it will be sub- 
jected.” Radiation could cause the 
‘steel wall of the vessel to become brit- 
tle. “Under the combined conditions of 
How temperature and high pressure, 
‘the reactor vessel could rupture. It is 
acknowledged that current safety sys- 
tems were not designed to, and cannot, 
protect the public in such an event. 
| “Evaluations completed by the NRC 
last year showed that five operating 
plants in the US, including three West- 
inghouse plants, have serious embrit- 
Xlement of their reactor vessels. With- 
out prompt corrective action, these 
plants would have to be shut down be- 
tween 1987 and 1990, after having op- 
erated for less than half their esti- 
‘mated 30-year operating lifetimes.” 
` The UCS called for public release of 
relevant documents, including the 
‘complete text of the renegotiated con- 
'tract with Westinghouse, incorporat- 
ing any subsequent amendments or 
- modifications. However, the NPC told 
| the court it was a standard provision 
_ for nuclear-power plant contracts to 
contain a "proprietary clause" that 
_ limited their circulation and Westing- 
` house was insisting on this “for com- 
_ petitive reasons." 
| The UCS also called for public re- 
lease of the safety report by the IAEA 
_ team which inspected the Bataan plant 
іп June-July. In its telex reply to the 
Review, the IAEA said the "safety 
_ standards and requirements for the de- 
sign, construction. and future opera- 
- tion [of the Bataan facility] are funda- 
- mentally consistent with the currently 
available internationally accepted 
` safety standards developed by the 
| IAEA, and with practices in the US." 
Although there have been problems 
_ during plant construction, and specific 
_ modifications have been necessary, 
— these deficiencies were similar in na- 
` ture to those encountered during nu- 
clear-power-plant construction world- 
wide, the IAEA said. п 
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North Korea looks beyond its traditional ties with Moscow 
and Peking for economic aid and trade links 


By Adrian Buzo 


s North Korea nears the end of its 
second seven-year plan (1978-84), 
there are increasing indications that 
the following plan may be accom- 
panied by a significant shift in exter- 
nal economic policy to attract foreign 
investment. The first indications of 
change came in January 1984, when 
newly appointed Prime Minister Kang 
Song San told the Supreme People’s 
Assembly that the government sought 
to develop trade links and exchange 
technology with all countries — whe- 
ther or not those countries recognised 
Pyongyang. 

Against the traditional background 
of anti-Western rhetoric and a high 
level of dependence on trade with 
other socialist coun- 
tries, this public expres- 
sion of willingness to 
deal with Western na- 
tions in non-political 
areas was widely noted 
at the time. It also coin- 
cided with reports by 
Western businessmen of 
a more pragmatic at- 
titude on the part of 
North Korean foreign- 
trading corporations. 
Since January, North 
Korea has continued 
cautiously to feel out the 
ideological terrain and 
is using China's moder- 
nisation programme as its prime model. 

Economic affairs figured promi- 
nently in summit talks held in both 
Moscow and Peking earlier this year. 
From the ranks of North Korean vice- 
presidents and deputy prime minis- 
ters, veteran economic administrators 
Li Jong Ok and Kong Jin Tae were 
taken to Moscow by President Kim Il 
Sung in May. It is believed that in à 
session on economic relations, longer- 
term issues such as trade patterns, nu- 
clear and automation technology and 
Soviet participation in the next seven- 
year plan were discussed. 

The warmth both sides have dis- 
played for each other since the talks 
suggests that а broad consensus was 
reached, at least on the economic front, 
despite North Korea's ire at the 
Soviets’ consistent failure to fulfil 
some of their promises of assistance. In 
contrast to the macro-economic ap- 
proach in Moscow, Kang discussed 
matters in much finer detail when he 
visited Peking and Shanghai in Au- 
gust. North Korea was already on rec- 
ord as "sincerely rejoicing in the fun- 
damental economic changes now tak- 
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ing place in the lives of the Chinese 
people," and the purpose of the visit 
appears to have been to plan a strategy 
of emulation where possible. 

Kang took a number of economic 
ministers and officials from the light- 
industry, coal-mining and external 
economic-relations sectors with him — 
a useful indication of Pyongyang's cur- 
rent thinking on areas for economic 
breakthrough. At the same time, the 
absence of ranking diplomatic or poli- 
tical cadres tended to confirm that 
Kang — currently fourth-ranked in the 
North Korean hierarchy — has wide 
authority in setting economic policy. 

Radio Peking reported that Kang 
was impressed by the factories set up 
with imported capital, 
but self-sufficient in 
their operations. The 
delegation obviously 
came away with sub- 
stantial conclusions for 
North Korea's external 
economic sector. A 
joint-venture agree- 
ment was signed with 
the Chinese, and though 
the specific projects in- 
volved were not de- 
scribed, it raised the 
possibility of Western 
technology filtering 
through China to North 
Korea, without many of 
the political inconveniences of direct 
contact. 

In early September, North Korea 
created the legal groundwork for 
foreign investment by enacting joint- 
venture legislation. This included gen- 
eral guidelines for investment such as 
“equality and mutual benefit,” as well 
as specific guarantees on assets and 
profits and tariff exemptions for im- 
ported materials. 

Where this will now lead the North 
Koreans is not clear. The country’s 
present plans appear more modest and 
are probably better thought out than 
the grandiose plans of the early 1970s, 
when it ran up massive foreign debts — 
still outstanding — through injudi- 
cious imports of equipment and tech- 
nology. Now it has targeted light in- 
dustry, coal and mineral extraction as 
desirable areas for joint participation, 
probably preferring projects that will 
not require heavy;capital investment 
or those which can be paid for in kind. 
With its debt problem still serious 
and its credit rating still very poor, this 
seems North Korea's only realistic op- 
tion. п 
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ting or managed trade” — that it is difficult to 
ise the monster for what it is, or what it might 





disinflation or monete 
angerous for being: cloaked in euphemism. 





7 seotectionism and | 
mes by which it is called take such subtle and 
icated forms — "voluntary restraint, orderly 


me. Like economic deflation, which is nowadays | 
rism, protectionism is no ` 


ably the passing of the United States Trade Bill 


pushing for protection rather than primarily the farm 
lobby in the late 1920s, and that is ominous for the 
newly industrialising countries (NICs) of Asia in parti- 
cular. 

Probably the most worrying aspect of the bill is the 
provision it makes for plant closures, unem Pos vent 
and other hardships — even loss of profitability — 
the US to trigger protectionist moves. The Eürüpean 


Economic Community, which is already sliding to- 


wards greater protectionism, will need little excuse to 
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ide sufficient footwear for the 
itary and civilian population . . 


a or Brazil or Eastern Europe .. 
roper footwear can lead to needless 


le defeat.” 


his recent letter from the president 
of the Footwear Industry of 
America to Sen. John Tower, 
rman of the Committee on Armed 


wear industry on national security 


ten in all seriousness (with the 
ole of losses suffered by the Bri- 

ops in the Falklands because of 
ch foot), the letter is a fresh exam- 
of the extent some United States 





і imports. In fact, a similar na- 
al-security argument is being of- 
d for restricting machine-tools im- 
8 from Japan in an industrial peti- 
pending before President Ronald 


US$120 billion this year, largely 


rgency, it is highly unlikely that 
' domestic footwear industry could | ' 


"ualties and turn sure victory into. 


i ‘es, calling for protection for the 


nds, was not tongue in cheek. 


istries will go to fight competition 


e US trade авах soars toanes- 


October invites parallels with the enactment of 5 | 
awley-Smoot Tariff by the US Congress in 1930 — - 
sure generally acknowledged to have triggered 
international trade and tariff war which (together - 
h a dramatic fall in money stock) led tothe Great De- 
/ssion. This time it is the US industrial la lobby which is | 


. We | 
't be able to wait for ships to de- | 
shoes from Taiwan, or [south] | E 


| tiles industry, Reagan has changed the 


: of an import surge from Asia, | 
on is a prime target for the pro- | 
шше їп Rs US. A large 
th H result from im- 


valuation of the US dollar, and long- 
^ term structural problems in the US 
economy make the rise of protec- 


Asian economic growth. 
` "Thelatest moves on textiles and steel 
follow similarly disguised trade re- 
strictions on cars, speciality steels, | used 
motoreycles, meat and ugar, which | man 





moves in regal 

are the latest in 
protectionism that has been quietly 
erecting obstacles to Asia’s largest 
market. Under pressure from the tex- 


country-of-origin rules applied to im- 
port quotas which will drastically 


limit imports of textiles and garments 


from major Asian trading partners 
(REVIEW, 16 Aug.) In September the 


administration also decided to work 


out "voluntary restraints" with steel 


exporters such as South Korea which. 
would limit exporters’ total share of 


the US market to 18.595. 

While some dismiss such moves as 
mere election-year politicking, on 
careful examination a combination of 
short-term pressures, such as the over- 


tionism a matter of serious concern for 










4 attern of inforinal 


where — in Japan notably and tor 
not happen. But that idea is abo ut as сопуй 
notion of a well-stocked armoury being used for defen- 
sive purposes only. Developing countries — again not- 


ашу! in Asia — which are liberalising their own trade re- 


| reveal a substantial gap between the 
administration's. 


“| tured imports ii 

о one form or 
barrier. This compares with Japan, 
where 22% of imports are subject to re- 
strictions. 









emulate the US. The US move could be кай as 
giving it a weapon to demand marke 
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e-trade rhetoric 
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| ie US. are api rs 
another of non-tariff 


Protectionism 18 normally asso- 
ciated. with a newly industrialising 
economy or with recession. But the US 
is experiencing a protectionist surge in 
the midst of one of the greatest econo- 
mic recoveries of recent years. One of 
the explanations for this riddle is the 
fact that the recovery has been uneven. 
Some of the trade-sensitive industries 
such as steel and textiles have been 
lagging in recovery. 

Those specialised sectors of the steel 
industry which have recovered by way 


of modernisation and capital invest- 


ment have not helped much in solving 
the problem of high. unemployment, 
which is still above 7%. The more 


than 30% overvaluation (by many 


economists' reckoning) of the dollar — 
amounting to a 30% or more tax on US - 
exports and a subsidy of similar mag- 
nitude for imports =— is frequently 
cited as a major cause of the record 
trade deficit. Á 


snot explain the pressure for re- 
stricting an The textiles, 
footwear and mac vum 
also are concerned - 


y ut loss of profitability alone does 
















gimes, at no small economic and political cost, will al- 
most certainly equip themselves with a retaliatory 
capability too, just as the rest of the world did at the 
time of Hawley-Smoot. 

Itis becoming very clear that protectionism is not the 
temporary phenomenon which its defenders claimed 
would enable sunset industries to restructure behind 
tariff walls before facing the full onslaught of deve- 
loping-country competition. Europe, and to some 
extent the US, appear to have lost the ability to com- 
pete in open markets and as a result comparative ad- 
vantage in Asia and elsewhere is seriously disadvan- 
taged. 

So far, the persistent “strength” of the US dollar has 
sucked in huge imports from Asia and elsewhere (while 
creating a massive US trade deficit in the process). In 
theory, this will continue to spread the benefits of US 
economic recovery to the rest of the world. But grow- 
ing protectionism in the US is the factor which could 
most easily destroy this rather facile justification for an 
increasingly lopsided international economy. Then the 
forecasts of a renewed and vigorous growth in world 
trade, already jeopardised by widespread expectation 





can Chamber of Commerce. “If there is 
a slump in the market and consumption 
drops then the domestic producers may 
lose a greater share of the market than 
they are now [losing].” 

In some ways, the current protec- 
tionist mood — as evidenced by a large 
number of complaints against unfair 
trade before the International Trade 
Commission (ITC) — is a continuation 
of a trend begun during the recession- 
ary period of 1980-81. In fact, a large 
number of trade complaints coming 
before the ITC now were initiated 
when the complaining industry was 
first hit by recession. The fact that this 
is an election year, when the president 
is most vulnerable to special-interest- 
group pressure, also is partly responsi- 
ble for keeping up the protectionist 
pressure. 





of a new US recession next year or in 1986 — could 
prove to be so much wishful thinking. 

Because protectionism no longer takes the crude  - 
form of tariffs alone — non-tariff barriers and the pro- 
tection of “intellectual property” being typically prefer- 
red forms — its insidious effects may prove more dif- 
ficult to monitor. Equally, the commitment in the US 
and elsewhere to a new round of the General Agree- 
ment on Tariffs and Trade may well prove more half- - 
hearted than in previous rounds when tariff obstacles jd 
and the enormous damage they caused to interna- 
tional prosperity were very obvious. Protectionism is - 
stil! based on the mixture of fear and ignorance which _ 
drove legislators to seek short-sighted and vain refuge - 
from the problems of international economic expan. - 
sion 50 years ago, instead of pursuing international ini- _ 
tiatives. And the US, which nowadays accounts for _ 
55% of world imports (compared with nearly 30% for — 
the EEC and 10% for Japan) has all the more need to 
give alead on free trade than it did in 1930. REVIEW cor- - : 
respondents have analysed the protectionist threat in. 
the US, the EEC and in Japan and next week willassess  . 
the impact on individual Asian countries. 









legislation in congress not so much in 
the hope of enacting it into law as pres- 
suring the administration to take some ^ 
steps in that direction and also as а 
warning to trade partners. 


omestic-content legislation, res 
Ds that up to 90% of cars 
components be made in the US, | 
was passed by the Houseof Representa- 
tives but is unlikely to be passed by 
the senate. However, a result of simply | 
introducing that legislation has been ~ 
stepped-up Japanese investment in the ~ 
US car industry. Some 160 pieces of 
protectionist legislation have been con- 
sidered by congress this year but 
only one bill — the Miscellaneous ~ 
Trade Bill — has actually been pass- 
ed. 
The recent administration decision. 


J 


The election-year rise in protec- 
tionism has dramatised the conflicting 
pulls and pressures affecting US trade 
policy. The case of voluntary restraints 
on steel imports provides a classic 
example of countervailing forces shap- 
ing trade decisions. On one side was 
the steel industry and organised 
labour; on the other, export-depen- 
dent sectors of the economy, consum- 
ers and steel users. The ITC recom- 
mended imposing quotas on steel im- 
ports, which ran against the grain of 
Reagan's free-trade ideas. But the nine 
largest steel-producing states account 
for 225 of 270 electoral votes needed 
for Reagan's re-election. 

Reagan got around this dilemma by 
rejecting the ITC recommendation but 
adopting the system of voluntary re- 
straint, the effect of which would be al- 
most the same as the quota proposal. 
Instead of limiting, imports to 15% of 
the market (compared to the current 
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25%), as demanded by the industry | 
and its unions, Reagan agreed to an 
18.5% limit through the “voluntary” 
arrangements. On the same day, he an- 


nounced the establishment of a 
US$630 million fund to guarantee 
loans to farmers — a group that lob- 
bied against steel quotas out of fear 
that foreign retaliation would jeopard- 
ise its market. 

However, election or no election, the 
conflict between the Department of 
Commerce, trying to promote exports, 
congress, seeking to protect the in- 
terests of its constituents, and the 
White House, concerned with the big- 
ger picture, provide the permanent 
pull and push shaping US trade policy. 

Reagan's action, for, instance, de- 
fused the pressure built by the steel 
lobby in congress for passing a Fair 
Trade and Steel Act which would have 
legislated a 15% import limit. Various 
interest groups often push restrictive 





on textiles provides an insight into the 
dynamics of forces affecting trade pol- 
icy and how they have changed in re- 
cent years. Although the textiles in- 
dustry has been protected by the 
Multi-Fibre Arrangement as well as 
bilateral trade accords for more 
than a decade, Reagan tightened up 
still further largely because of elec- 
tion-year pressures. The White House 
had promised key congressmen in the 
southern US (where most of the US 
textiles industry is located) to curb im- 


ports. The south also is vital to 
Reagan's re-election 
But the administration grossly 


underestimated the scale of resistance 
both among Asian exporters and 
domestic forces, whose response re- 
flected a new alignment of interest 
groups. Siding with the exporters have 
been major retailers and importers 
(Sears Roebuck, J. C. Penney К mart), 
consumers and the US farm lobby. In 
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the past, groups such as farmers have 
not taken an active stance on issues 
outside their immediate sphere. But 
Since the 1980 grain embargo on the 
Soviet Union, and the 1983 Chinese 





grain cutback in retaliation over a tex- 


tiles dispute, there is a growing aware- 
ness of the linkage between seemingly 
disparate foreign-policy and trade is- 
sues. 

An official of the American Soybean 
Association has said: “We export two- 
thirds of our wheat, one-half of our 
soyabeans and one-third of our corn. 
So we farmers have more to lose from 
import restrictions than the protec- 
tionists have to gain.” 

Similarly, in the battle over the steel 
decision, major steel users, such as 
machinery manufacturer  Interna- 
tional Harvester, joined with the farm 
lobby in pushing for free trade. While 


fin this case the impact of free-trade in- 


terests was limited, in the case of tex- 
tiles it may alter the final results more 
substantially. The administration al- 
ready has moved back the date of im- 
plementation of the country-of-origin 
rules until 1 November. 

More recently, the US Commerce 
Department granted more time for 
comments on the proposed rules. This 
suggests, according to attorneys for US 
retailers, that the new rules will not be 
finalised until after the November 
election and that with election pres- 
sure off, the Commerce Department 
will soften them. 

The question of import restrictions 
on steel, textiles or copper also affects 
debtor nations such as South Korea 
and Brazil, for which access to US 
markets is a key to their ability to ser- 
vice debt. Having accounted for more 
than 10?5 of US steel imports, South 
Korea is likely to suffer sharp cuts in 
its steel exports to the US as a result of 
the voluntary restraints decision. 

A recent report prepared by the Se- 
nate Republican task force on indus- 
trial competitiveness and interna- 


` tional trade, chaired by Sen. John 


Chafee, warned that "by raising tariff 
and other trade barriers we would 
greatly aggravate the international 
debt problems, thus raising the risk of 
a severe international financial crisis 
and further losses in US exports in 
LDC [less-developed country] mar- 
kets. We would, as well, stifle recovery 
abroad, precluding growth in US ex- 
ports to other industrialised nations." 

Reagan's free-trade philosophy has 
been backed by an emerging liberal 
trade consensus, enabling the presi- 
dent to reject some of the requests for 
protection — such as on tuna, copper 
and shoes. Even his voluntary restraint 
is seen by advocates of free trade as a 
lesser evil. "I am philosophically op- 
posed to protectionism but I would 
much rather see 'voluntary restraint' 
than tariffs and quotas which are more 
difficult to remove," said Edson 
Spencer, chairman of Honeywell and 
chairman of the Advisory Coun- 
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cil on Japan-US Economic Relations. 

US Trade Representative (USTR) 
William Brock said: “I think that the 
US has been remarkably successful in 
opposing protectionism. If you look at 
the fact that the US is importing 55% 
of LDC manufactured goods while 
Japan is importing only 9%, our record 
is pretty clear." But he added: "There 
is no question that protectionist pres- 
sure will remain very intense after the 
election. " 

While the domestic countervailing 
forces are coalescing into a more po- 
tent front, Asian countries also have 
been quickly learning how to play the 
US trade-policy game. Among the few 
real beneficiaries of the trade war have 
been the Washington law and public- 
relations firms, which have seen a tre- 
mendous boom. 


tionism, not surprisingly, has be- 
come the most sophisticated in in- 
fluence-peddling. Roughly one in every 
four registered foreign lobbyists in 


J apan, long a target of US protec- 





Washington is representing some Ja- 
panese interest. In recent years, à 
number of prominent former US trade 
officials — a dozen from the Office of 
the USTR — have left government and 
taken jobs representing Japanese in- 
terests. 

For example, former deputy USTR 
Harold Malmgren negotiated a 
US$300,000-a-year contract with 
members of the electronics industries 
of Japan in 1978. Former USTR gen- 
eral counsel Alan Wolff set up a private 
law practice апа received a 
US$200,000-a-year retainer from Nis- 
san. Thus, it is not surprising that 
Japan, after hiring the top trade ex- 
perts in Washington — some of whom 
actually wrote the laws they then were 
engaged to find loopholes in — has 
managed to fare well in the trade war. 

More recently, the Korean Iron and 
Steel Association hired prominent 
Washington trade lawyers and con- 
sulting firms to produce a glossy 
brochure making the case against US 
quotas on South Korean steel. Another 


approach has been taken by both 
South Korea and Taiwan: sending 
high-powered delegations of top cor- 
porate officials to the US on highly 
publicised “buying missions.” Japan- 
ese have also been trying to fight pro- 
tectionist pressure by stepping up in- 
vestments in the US — examples are 
the GM-Toyota plant in California, the 
Nissan plant in Tennessee and Nippon 
Kokan's acquisition of a 50% interest 
in National Steel. 

In addition, Japan has pre-empted 
overt protectionism by exercising self- 
restraint, limiting both steel and car 
exports to the US. Ironically, volun- 
tary carrestraints have been extremely 
profitable for Japanese producers, 
who have countered the ceiling on 
sales volume by moving to the higher 
value end of the market. 

However, US countervailing forces 
and the astuteness of Asian exporters 
may not be enough to halt the drift to- 
wards disguised protectionism and 
managed trade. Even after the elec- 
tion-year fever, it is unlikely that pro- 
tectionist sentiment will subside. 
Reagan in his second term would face 
the same pressure, and of course pro- 
tectionism probably would gather 
strength with the labour-backed 
Democratic presidential candidate 
Walter Mondale in the White House. 

One factor in this is growing na- 
tional pride nurtured by "Buy-Ameri- 
can" publicity campaigns by US in- 
dustry and labour. Perhaps more 
deeply rooted is the uncompetitiveness 
of much of the traditional US 
"smokestack" industries. One promi- 
nent senate staffer experienced in 
trade issues told the REVIEW: “You 
need a mix of policies to phase down 
industries where you have lost .com- 
parative advantage. You can't just let 
them go to hell." The ad hoc nature of 
US industrial policy suggests that this 
process will bode ill — at least in the 
short and medium term — for Asian 
exporters. Moreover, newly indus- 
trialised countries in Asia, such as 
South Korea, are moving into more 
advanced areas of technology, which 
could invite a whole new set of protec- 
tionist pressures. "I hate to think what 
will happen when the [South] Koreans 
start selling US$2,000 cars here," one 
congressional trade analyst said. 

While there is debate about how 
much of the protectionist problem is 
structural, and how much is due to the 
strength of the US dollar, it appears 
the dollar itself may be part of the 
structural problem. Few analysts fore- 
cast a serious drop in the value of the 
dollar during the next 18 months. But 
there is unanimity that the US re- 
covery already has begun to slow, and 
some analysts suggest that a mild re- 
cession may be on the cards by the end 
of 1985. If such a scenario unfolds, 
today's protectionist pressure could 
start to look like free trade compared 
with what might emerge. 

Already, the trade bill passed at the 
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prosperity unique in the history of the world. 


EP, i 


4 =- „- ur oe mn uh Cd у 
oia 


eze an the south side of the Аға Pacis, Rome. 13 B.C. 


38,000 EMPLOYEES, 46 MANUFACTURING PLANTS, AND 37 RESEARCH AND DEVELOPMENT CENTERS, IN BRAZIL, CANADA, ENGLAND, 





Northern Telecom introduces a new era of technological 


unity and prosperity: the OPEN World. 
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plastic cup. 
You’re provided with electronic head- 
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You get everything except a surcharge. 
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Our branch office in Singapore: A 
support point from which we offer 
consultancy, engineering, manage- 
ment or general contractor services. 


Like this, just as in Germany — our 
headquarters — and in Australia, 
Brunei, Indonesia, Malaysia, Greece, 
Denmark, Saudi Arabia or the United 
Arab Emirates. Countries in which our 
presence is maintained through 
subsidiaries, branches and offices. 


With a portfolio of services for trans- 
porting every type of media and 





viability studies, project planning, ba- 
sic and detail engineering, purchasing 
and procurement, logistics, super- 
vision of execution and commission- 
ing, personnel training, operation and 
maintenance, project management, 
budgeting and cost control, financing. 
Custom solutions to the problems of 
our clients. 


For hydrocarbon exploration and pro- 
duction, gas processing and treat- 
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cations, automation and energy engi- 
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Ask us. Whatever your problem may 
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America and to Europe, we know how to provide you 
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end of the October session of congress 
suggests that harder times are ahead 
for Asia. The bill includes reciprocity 
measures which allow the president to 
retaliate when barriers to US exports 
are not removed by negotiation. The 
final version of the bill, which Brock 
described as "pro-trade," was agreed 
upon in a house and senate conference 
after Brock spent a week pressing con- 
gress to eliminate several dozen of its 
most protectionist provisions. One of 
the most controversial, dealing with 
non-market economies — and aimed 
mainly at China — was dropped. If 
passed, it would have permitted the 
imposition of tariffs on Chinese goods 
if they were sold below a set average 
price. 


an eight-and-a-half-year exten- 

sion of the generalised system of 
preferences with two key conditions: 
eligibility is linked to recipients’ re- 
spect for intellectual property (copy- 
rights and software), and their per ca- 
pita GNP must be less than US$8,500. 
The trade bill also eases the criteria by 
which the ITC can grant protection 
from imports. It will allow the ITC to 
consider plant closings, unemploy- 
ment and other hardships in reaching a 
decision. Moreover, the profitability of 
an industry would not rule out a find- 
ing of injury. 


T he final version of the bill includes 


Despite the administration's mixed. 


record on free trade, it is moving ahead, 
full steam to hold a new round of the 
General Agreement on Tariffs and 
Trade. Addressing the World Bank and 
International Monetary Fund annual 
meeting in September, Reagan urged 
all countries to join the US in liberalis- 
ing trade — for "together, we can 
strengthen the global trading system 
and assure its benefits spread to people 
everywhere." 

A first step in that direction was 
taken early in September when top of- 
ficials of 16 leading advanced and de- 
veloping countries — including the 
US, Japan, India, South Korea, Aus- 
tralia and New Zealand — met in Rio 
de Janeiro to discuss a new round of 
trade-liberalisation talks. Both the US 
and Japan have emphasised the need to 
expand Сай 10 cover trade in services 
(banking, insurance, engineering), and 
high technology — areas where they 
have a comparative advantage and 
hope to penetrate Third World mar- 
kets. 

The US also is pushing for includ- 
ing agriculture in Gatt in an effort to 
end farm subsidies and give its own 
farmers an edge over the Europeans. 
The US is ready to liberalise its mar- 
kets in exchange for dismantling of 
state subsidies іп Third’ World coun- 
tries and freer àccess for the US’ com- 
petitive services and high-technology 
industries. Free trade, in the US view, 
has to be a two-way street, even if the 
lane leading out-of the US is wider and 
faster. i п 
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Japanese car plant: limited in Europe and in North America. 








By Charles Smith in Tokyo 


A much as 25-40% of Japan's ex- 
ports to Europe and the United 
States are subject to various Kinds of 
restraint, according to officials at the 
Japanese Foreign Ministry. The diffi- 
culty of estimating the impact of pro- 
tectionism on Japan any more pre- 
cisely than this arises from doubts 


‘about just what constitutes a trade 


barrier. Japan's exports to West Euro- 
pean countries are still subject to a 
handful of discriminatory quotas (on 
improbable items such as umbrellas 
and household ceramics) — imposed 
before the establishment of the Euro- 
pean Economic Community and 
which, Japan argues, contravene both 
the rules of the General Agreement on 
Tariffs and Trade and the Treaty of 
Rome (the EEC's founding charter). 

At the opposite extreme are the 
"weather forecasts" which the Minis- 
try of International Tradé and Indus- 
try (Miti) periodically releases for Ja- 
panese car exports to Canada. Miti de- 
nies that its forecasts in any way com- 
mit Japan. Yet the forecasts almost al- 
ways turn out to be correct and talks 
about Japanese car exports take place 
regularly between Miti and the Cana- 
dian Ministry of External Affairs. 

An important category of trade bar- 
riers, the legal status of which is 
doubtful, is the "voluntary" restraint 
arrangements that limit such things as 
Japan's exports of cars to the US and 
Britain and its exports of videotape 
recorders (VTRs) to the EEC as a 
whole. Voluntary restraint is, at least 
in theory, a device unilaterally 
adopted by Japan to prevent exports of 
a given product from getting out of 
control over a limited period. In fact, 
such arrangements tend ‘to become 
permanent and are frequently the re- 


Japan faces an army 
of invisible monsters 








sult of intensive negotiations between 
governments. 

The arrangement under which Japan 
limited exports of carsto the US to 1.68 
million a year over three years from 
April 1981 was the result of six months 
of intensive negotiation between two 
Japanese ministries and the US Trade 
Representative's Office, though Japan 
appeared to take the initiative in pro- 
posing the talks. In 1983, Japan "volun- 
tarily" announced a fourth year of re- 
straint during which exports were to 
be held to 1.85 million. It did so, how- 
ever, only after coming under severe 
pressure from the US 

Another category of trade barriers 
comprises the obstacles claimed by the 
Japanese to exist but whose existence 
is denied by the government of the im- 
porting country, such as the arrange- 
ment under which France allegedly 
limits Japan's share of its domestic car 
market to 3%. Japan says the French 
Government does this by giving “ad- 
ministrative guidance” to importers. 
France denies that the system exists, 
yet Japan's share of French car regis- 
trations has yet to rise above 3% 

Japanese trade and Foreign Ministry 
officials say that the network of visi- 
ble and invisible arrangements that re- 
strain exports to Western Europe rep- 
resents a threat to Gatt and has re- 
duced the effectiveness of trade in pro- 
moting economic growth. Surpris- 
ingly, they also seem ready to admit 
that Japan deserves a fair share of the 
blame for this situation, Japan took the 
initiative in introducing voluntary re- 
straint arrangements for exports to the 
West of products such as handker- 
chiefs and women's blouses as long ago 
as the 1950s in order to avert dis- 
criminatory action. Voluntary re- 
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machines in “the | ж 
bearings and colour TVs from the early 
| 1970s. ~ 

A long-running argument in Japan's 
bureaucracy concerns the question of 
whether to adopt a “transparent” oran 
“opaque” position with regard to trade 
“barriers. The Foreign Ministry believes 
that a full disclosure by J apan of all re- 
„straints, whether adopted “voluntar- 
_ ily” or imposed by others, is desirable, 
onthe principle that you cannot fight a 
— monster unless you can see it. Miti 
favours the opaque approach, appa- 
j rently feeling that to reveal the details 
of how Japan has bowed to protec- 
tionist pressures from one trade part- 
— mer would merely serve to invite simi- 
—— Jar pressures elsewhere. 
I Miti also is believed to be worried 
about the legal implications within 
_ Japan of some of the voluntary re- 
— siraint arrangements over which it 
ч presides. Arrangements to limit ex- 
| ports by an entire industry presuppose 
le the setting of quotas for individual 
5 
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companies within the industry, but to 

—— do this risks falling foul of Japan's 
—— anti-monopoly law (which prohibits 
— the formation of cartels). This prohibi- 
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J apan considers itself, rightly, as one 
of the major victims of American 
and European protectionism on manu- 
factured goods. When it comes to 
trade relations with neighbours, how- 
ever, Japanese officials and business- 
men tend to find themselves on the de- 
fensive. 
i High tariffs on semi-processed in- 
dustrial products, such as sawn 
— timber, undoubtedly have hampered 
ы the efforts of countries such as Malay- 
sia, Thailand and the Philippines to 
penetrate the Japanese market. In the 
case of Northeast Asian countries such 
as South Korea, incipient protec- 
tionism in the textiles sector is begin- 
ning to affect trade flows, though not 
nearly to the same extent as protec- 
tionist moves in Europe and the United 
States. 

As far as the region as a whole is con- 
cerned, there seem to be two major 
problems. One is the allegedly finicky 
attitude of Japanese health inspectors, 
especially when confronted with tropi- 
eal products. The other is the tendency 
of Japanese politicians to listen much 
more carefully when Europeans and 
Americans are complaining about 
trade problems than when complaints 
comefrom nearer home. 

Japanese officials have a strong ten- 
dency to dismiss Southeast Asian 
grouses as being poorly documented, 
based on an incomplete version of the 
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order companies to restrain exports, 
but this is a blunt instrument which 
the ministry prefers to use as rarely as 
possible. 

Compared with their doubts about 
the principle of voluntary restraint, 
many Japanese officials seem relaxed 
about the impact of restraints on indi- 
vidual industries. Japan’s motor in- 
dustry has continued to flourish de- 
spite the curbs on exports to its largest 
overseas market, as has the electronics 
industry despite ceilings on TV and 
VTR exports. In the case of cars, the in- 
dustry's response to export curbs was 
to move up-market, selling larger and 
better-equipped cars to increase the 
value of exports. The consumer-elec- 
tronics industry managed to stay 
ahead of the game by coming up witha 
new product every time export bar- 
riers were erected against an older one. 
Examples include the industry's 
smooth transition from colour TV 
to VTRs in the late 1970s and, 
more recently, the move into video 
cameras. 

A feature of the newly launched 
video-camera boom in the US is that 


... but in Asia, Tokyo 
itself is seen as an ogre 


truth, or simply the result of outright 
misunderstandings. It is pointed out, 
for example, that many complaints 
about tariffs ignore the effects of 
Japan's generalised system of prefer- 
ences (GSP), which offers privileged 
access to the market for many of the 
manufactured products of developed 
or newly industrialising nations, 
though often subject to rather limited 
ceilings. Japan also says that if South- 
east Asians are dissatisfied with the 
way Japan treats their imports, they 
should make more use of the machin- 
ery established for dealing with such 
issues. 

Japan's Office of Trade Om- 
budsman, which was established early 
in 1982, is claimed not to have received 
a single complaint from an East Asian 
exporter, though it has handled about 
150 cases from Europe. The director of 
the tariff division of the Ministry of In- 
ternational Trade and Industry (Miti) 
makes a similar claim about lack of ac- 
tion on the part of Southeast Asian 
governments. He says that, during 
more than à year in his present job, he 
has been contacted by officials from 
only four developing or newly indus- 
trialising countries — South Korea, 
India, Pakistan and Romania. 

Other complaints against Southeast 
Asian exporters include the allegation 
that many countries make no attempt 
to sell non-traditional products to 









ics companies. Japan hopes that by 
encouraging arrangements of this kind 
it can get Western interests on its side 
while dampening consumer awareness 
of the extent to which Japanese pro- 
ducts are taking over the market. 


A effect of the growth of Western 
protectionism has been a sharp in- 
crease during the past three years or so 
in the amount of offshore manufactur- 
ing by Japanese industries such as 
motor vehicles and electronics. Fac- 
tories in the US have helped to gener- 
ate employment and to reduce the US 
trade deficit with Japan while possibly 
yielding beneficial spin-offs of tech- 
nology and management know-how. It 
does not follow from this that such 
projects have made sense as short-term 
business propositions. A recent survey 
by Miti (REVIEW, 18 Oct.) suggests that 
Japanese factories in the US are run- 
ning at a heavy loss, in part because 
many such projects are still at the 
start-up stage. 

An interesting point about Japan's 
current trade predicament is that, 
whereas formerly Western industry 
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Japan even when the markets for them 
are wide open — the Philippines, for 
example, is said to have shown little 
interest in the Japanese textiles mar- 
ket. Finally, Southeast. Asian countries 
are accused of trying to exercise politi- 
cal pressure to solve problems that are 
"purely technical." 

Japanese allegations about "poorly 
documented” or “inappropriately pur- 
sued" Asian trade grievances appear to 
be at least partly justified. However, 
when all is said and done, there seems 
very little ' doubt ‘that Japan's 
unwillingness to restructure some of 
its older and more fragmented indus- 
tries has become a serious barrier to 
trade. A few examples: | 
» Japan's tariff structure for timber 
and timber. products | discriminates 
against processed n in favour of 
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tended to be unanimous in favouring 
import controls on Japanese products 
that threatened to achieve excessively 
large market shares, conflicts of in- 
terest between different industries are 
now quite common. Such a conflict 
was sparked during the summer by the 
American Copper Industry Associa- 
tion's request for protection against 
Japanese imports. The association's 
demand was strongly opposed by a 
users’ lobby which included the US 
motor industry. In the end the users 
won. 

A very different result seems to have 
attended the US steel industry's cam- 
paign to obtain protection from im- 
ports from Japan and Third World 
countries such as South Korea and 
Brazil. The industry proved stronger 
than the users’ lobbies with the result 
that, President Ronald Reagan an- 
nounced in September a plan to 
negotiate a series of voluntary re- 
straint agreements with exporters. The 
outcome is hard to guess at. But there 
are fears in Japan (not just among steel 
producers) that the president's deci- 
sion could herald the start of a new 
wave of protectionist measures in the 


US. п 


raw logs апа against tropical 
hardwoods in favour of softwoods, on 
the ground that the country's domestic 
sawmills and plywood manufactur- 
ers traditionally have worked with 
hardwoods. The tariff on sawn 
hardwood logs is 10% for normal im- 
ports, or 5", for imports that qualify 
under the GSP. But the GSP import 
quota tends to be used up within three 
or four months of the start of each fis- 
cal year, according to one Southeast 
Asian source, so many imports end up 
paying 10%. Against this, sawn 
softwood timber from North America 
and Europe pays no tariff when it en- 
ters the Japanese market. 


he tariff system for timber means, 

according to the Malaysian Em- 
bassy in Tokyo, that 95% of Malaysian 
timber enters Japan in the form of raw 
logs. Plywood imports from Southeast 
Asia into Japan are up against similar 
problems to those faced by sawmill 
products, though in this area softwood 
exporters face almost the same obsta- 
cles as hardwood exporters. The Ja- 
panese tariff on hardwood plywood is 
20% (with no GSP quota) as against 
15% for softwood. 
» A very similar, though less-glaring 
instance of discrimination between 
Asian and temperate-zone products 
exists in the case of edible oils. Japan 
imposes a 3% tariff on imported palm 
oil (4% until. recently), but allows 
duty-free entry for rapeseed and beef 
tallow, both of which are processed to 
produce edible oils. The reason for the 
difference appears to be to protect 
domestic seed crushers. 
» Japan's tariff on bananas, its high- 
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There’s more to cargo 
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than just pulling strings. 


These days, the ‘strings’ that unload the 
containers are most likely strung beneath our 
five gantry cranes. They're the last word in 
container handling hardware and part of the 
reason why, at Port Rashid, we consistently 
achieve such rapid turnaround times. Of course, 
without the necessary support equipment and 
the requisite expertise, we'd still be at container 


one. But with our straddle carriers, ro-ro tractors, 


terminal tractors and a full complement of 
forklifts - plus some of the most experienced and 
skilful operators in the business - discharge rates 
of 78 containers per hour utilising two cranes are 
quite within our compass. 

Cargo computerisation 

Complementing the hardware, Port Rashid’s 
progressive computerisation has resulted in the 
simplest and most streamlined documentation 
system in the world. A printout detailing every 
container loaded onto a vessel is available within 
24 hours of sailing and shipping agents are 
supplied with regular printouts showing the 
status of their containers in the port. 

Naturally, our capability isn’t confined only 
to containers. General cargo receives the same 
efficient attention and our warehousing is 
extensive in both capacity and mode of storage 
including duty-free. 

Ports and people 

Port management is a very people-oriented 
business and dedicated to maintaining Port 
Rashid’s position as the busiest port in the Gulf 
is a highly experienced management team 
controlling a skilled workforce. Sophisticated 
management techniques ensure that the port 
operates at peak efficiency and a pre-booking 
system guarantees that all necessary ground 
equipment is available when the ship arrives. 
Quick turnarounds mean that consignees get 
their goods fast and shipowners don’t suffer the 
economic consequences of having their vessels 
delayed. 





Why you should ship Port Rashid 

Dubai is located on the Northwest coast of 
the United Arab Emirates. A major port of call 
for over six centuries, it has become the most 
important trading centre of the Federation. Port 
Rashid is at Dubai's doorstep, her gateway to 
the world and a port served by around fifty 
shipping lines bringing in goods from all over the 
world. There are modern road networks 
connecting with the major commercial centres of 
the Middle East and reliable relay services to 
other ports on the Arabian Gulf and neighbouring 
countries. 

Port Rashid offers facilities that generally 
exceed international standards for the loading 
and discharge of vessels and a full range of 
services is available including quayside fresh 
water, bunkering, ship repair and chandlering, 
container repair, 24-hour pilotage and crew 
changing facilities. 


More comprehensive information is available 
directly from Port Rashid Authority. Write to 
P.O. Box 2149 Dubai, United Arab Emirates. 
Telephone 451 545, Telex 47530 PRA EM. 
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way of keeping out imports from 
South] Korea and Taiwan." |. 

Tariff problems represent the main 
jeadache for Southeast Asian export- 
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blem, ostensibly, is that the clas- 
orld Health Organisation as a ver- 
infested area has made Japanese 
spectors redouble their vigilance. 
ry products, however, happen to be 
nother area in which priority is 
ito the interests of domestic pro- 
ers, 
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| seven months of this year, 
led its imports of electrical 
rom Southeast. Asia by 


on | 30 million), while im- 
s of non-electrical machinery 
jumped 58% to €29 billion. These fig- 
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penetrating the Japanese market. 










f Econoniie Comiaunit № 
g — slowly but surely — tà 
wards greater protectionism. Asia and 
other trading regions are having an in- 









products through the EEC's barriers. 
Although the modest recovery in ‘the’ 
European economy is causing the pro- 
tectionist momentum to slow, there is 
no sign of any reversal in the trend. 
Апа when the next downturn comes, 
' the backsliding will probably resume. 







trade after World War IL Protec- 
tionism was seen, rightly or wrong- 
ly, as having been a major factor 
in the Great Depression of the 
19305. During post-war reconstruc- 


‚| tion, it was probably easier to get rid of - 


the old barriers. Opportunities for 
growth kept protectionism at bay and 
 freetrade made that growth all the fas- 
ter. But as other suppliers began to 
take away business to which European 


right, the old pressures gradually 
began to push towards protection. The | 
process was slow at first butin the past 


celeration.: 


le "mined in Europe by large- 
mployment. Gaston Thorn, 
the European Commis- 
late 1982: "At a time when 
d in the community run 





itided by theoretical models 

"of per ompetition and insist on 
free trade at any price. 

The community now has a hard core 
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howeber’ “does not yet seem кет to 
this complementarity develop 
ally; If and when it does there 
shouldbe some correction of the trade 
imbalances: in nee 5 favour that exist 






vic [fts catises are a 
ot point. But. whatever they may be, 


| the effect of the unemployment has 


been to weaken severely the political 
Will to fight for freé trade. 
In most of Europe (though with a few 


exceptions among © jeffwing parties 


currently out of government), politi- 
cians agree that free trade is desirable. 
But when faced with specific’ cases 
where jobs are in danger because of 
imports, they make an, “exception.” 
The gr айча reduction of free trade be- 
tween Europe and the rest of the world 
consists of an accumulation of excep- 
tions to the point where exceptions be- 
come the rule;i: ^": 

European protectionism has four 
faces, which vary in look$ from the un- 
pleasant to the repugnant. They are 
barriers to agricultural produce, tex- 
tiles, Japanese manufactures and mis- 
?ratectionism in the 
community varies frå n-protection for 
all member states (asini {Hè case of ag- 
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riculture and steel),-to protection for 
as France's pro- 
tection, by quota, of quartz watches. 
Ems. Protection 
on steel takes the form. of minimum- 
price standards. Outsiders are not al- 
lowed T Mende steel ta the community 
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ly considered an issue ‚ any more. 
'et it is one of the most outstanding 
d economically indefensible forms 
Eu ropean protectionism. The main 
arrier is the common agricultural po- 
‚опе of the cornerstones of the 
"EC. Under this policy, the communi- 
y guarantees farmers a set price for 
ir produce and intervenes to buy 
rpluses if prices fall below that level. 
ariable levies are imposed on imports 


evel. 


These and other powers enable the 
community effectively to shut out in- 


1d New Zealand and cheaper sugar 
the Philippines and elsewhere 


е ише! success in Europe for ani- 
and threatened domestic pro- 
on of animal feed, a quota was 


undoubte diy ` other 


ecommunity, but it is not possible to 
antify these because the EEC would 
9t dream of putting it to the test. 

ith 
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This is ап arrangement forced on de- 


е for some time met barriers. More 
tly, manioc imports from Thai- . 
| has been hindered. This root be- - 


feed. Once the success became ap- | 
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with each passing year. There . 
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countries in Asia and elsewhere | 
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Gatt council. еей on 15 May. | 
Calling on the developed nations to | 
lift any measures inconsistent with | 
Gatt “in the extremely adverse inter- | 
national economic environment,” the | 
statement refers to the completion of | 
the ministerial work programme of | 
1982 as “the main task before the i in- Я 
| 

| 

| 


ternational? trading community." 


о | That. programme called for Gatt 


“resist protectionist 
pressures” and “refrain from taking 
or maintaining” measures inconsist- 
ent with Gatt. E 

As to Gatt C own view on a new 
director-general 
Annur Dunkel said that ашке өп 


INDUSTRIAL COUNTRIES 
IMPORTS AFFECTED BY 
NON-TARIFF BARRIERS (%) 
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i opétatiiie mew ilios sedis of the Gen- 
eral Agreement on Tariffs and Trade. 


veloping countries whereby they limit 
their exports of textiles and clothing 
according to quotas revised every four 
years. It began in 1974, though certain 
bilateral restrictions 'existed before 
then. Some of those restrictions began 
as much as a quarter of a century ago. 





At that time and many times since, the 


community has justified its restric- 


tions by saying the domestic industry | 


needed a breathing space in which to 
restructure. As one Hongkong repre- 
sentative in London said, 25 years is a 


_ very long breathing space... 


| Po on clothing is one of 


the ugliest faces of European pro- 


wages out of the pockets of some of the 
poorest people in the world. India, for 


Pakistan, China and Indonesia. These 


in something as labour-intensive as 
garments. It is difficult to see the re- 


п moval of wor rk from such people by the 





the Europe 
believes that f ба does not face the 












hamper progress i 
gramme adapted at t ministerial level 
іп 1982. 

“Тоо many ‘deviations from Gatt 
rules have taken place, and I feel that 
the contracting parties would be well 
advised to ask themselves — in view 
of a new round of negotiations — 
whether the time has not come to 
reaffirm their full support to Са. 
basic principles by implementing — 
them in practice,” Dunkel said. As to 
the timing of a new round of negotia- 
tions, Dunkel believes 1985 will be a 
crucial year, after elections have been 
held in many major trading coun- 
tries. | 

Meanwhile, Tran Van Tinh, head of 

i mission in Geneva 






issue of trade liberalisation by the 
end of 1985 ee will get out of 
hand." | ios 


comparatively rich economies of 
Europe as anything other than shame- 
ful. : 

- Sometimes officials in he communi- 
ty will respond to such. tharges by say- 
ing that countries such as India do not 
always manage to fill their quotas. 
They also argue that the quota system 
almost guarantees these countries a 
' share of the. European market which 





| they might not retain in a free-for-all. 


An Indian representative in Europe, 
who rightly forecast that these argu- 
ments would be put forward, replied 
that changes in the pattern of demand 
often meant that while one quota was 
not used up, another was extremely re- 
strictive. As for. guaranteed market 
shares, India would gladly give them 
up for untramelled competition. 
Hongkong is the leading exporter 
` of textiles and clothing to the EEC. Its 
quotas in the British market were ac- 

tually reduced. in the last round of 
MFA negotiations. The British argued 
that their domestie industry would 
take up the slack. Infact, the extra 
share went to-other community coun- 
tries. This is an example of a recurring 
phenomenon in community policies 
whereby it can appear as a kind of 
rich man's.club. The markets of each 
country can be acceptably invaded by 
other members of the club but not by 
poorer outsiders. The club. extends 
not just to the EEC itself but also 
to members.of ће European Free 
Trade Association. and. to the United 
States. Switzerland, for example, 
supplies 10% of the imports of textiles 
into the EEC and is not каре to re- 
strictions. | 

One rich country which is not a full 
member of thi ds Japan. Accord- 
| 'esentative in 
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зака Тарап! is treated like а “third- 
class citizen" among the signatories 
of Gatt, the main international sys- 
tem for fighting protectionism. But 
other signatories of Gatt see a mirror 
image of this. As a representative of 
one signatory country put it: “Japan 
doesn't play the game.” 

The REVIEW asked all the representa- 
tives of developing countries inter- 
viewed for this article which of the 
major trading blocks — the EEC, the 
US or Japan — they regarded as the 
most protectionist. They all said 
Japan. (Europe was commonly re- 
garded as being in the middle and the 
US, despite its latest protectionist 
moves, as being the least protec- 
tionist.) This perception of Japan, right 
or wrong, undoubtedly is shared by the 
EEC. It is a perception which has 
undermined attempts by free-traders 
to fight the many barriers against 
Japan. Thus, many of the products of 
the efficient Japanese industrial 
machine are restricted; cars are proba- 
bly the biggest item. 

What most irks the Europeans about 
Japanese protectionism is the 
thoroughgoing effectiveness of it. The 
Japanese are regarded (as non-EEC 
countries regard the French) as one of 
the bad boys of international trade. 
They rightly maintain that their aver- 
age level of tariffs is low. But, as 
everywhere in the politics of trade, this 
truth is misleading since the average 
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could sell to Japan in bigger quantities, 
such as European foodstuffs and 
drinks. But the main problem is the in- 
tricate system of non-tariff barriers, 
from import procedures to unofficial 
government guidance, to pharmaceu- 
tical-testing requirements. 


Japan is restricted to minority 
shares of the West German and British 
car markets, a fraction of the French 
market and only a couple of thousand 
units in the Italian. Japan, the most ef- 
ficient car-producing country in the 
world, is thus denied access to the vast 
majority of the European market. At 
least in the US, Japan has some hope 
that the "breathing space" for the car 
industry will come to an end. In 
Europe, on the other hand, it seems 
that the car industry will never have 
enough breath. 


ther major items affected are col- 

our TV sets and tubes, videotape 
recorders (VTRs) machining centres 
and commercial vehicles. According to 
a report by an independent body — the 
Conference Board — 57 of the 89 im- 
port quotas in force in the EEC dis- 
criminate against Japan. Japanese 
products, like agricultural products 
and textiles, are, once again, an excep- 
tion. This, however, appears less offen- 
sive than in the case of other exporters, 
in view of Japan's own resistance to 
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imported manufactured goods. Añ- 


other argument used in favour of 
protection against Japanese products 
is that the Japanese target particular 
products, causing “damage” to indus- 
try in Europe. This is an argument 
against successful competition more 
than anything else. There is little com- 
plaint against the US targeting the 
cola-drinks market or computers, 
though the Americans are dominant in 
these areas and others in Europe. The 
more important difference 1s that the 
US is perceived as being more open. 
Other areas of European protecs 
tionism are diverse and numerousi 
They include steel, footwear and .— 
latest in the line — quartz watches, 
France has imposed restrictions on dig- 
ital quartz watches from Hongkong 
to allow its industry time to gear up for 
competition. This was hardly a case of 
a traditional industry being under at- 
tack and yet it is said that French in- 
dustry needs time to “restructure.” 
Words and phrases like “damage to in- 


dustry” and "restructuring" are the 
catchwords of European protec- 
tionism 


The community has a variety of re- 
structuring programmes, but these are 
not all or even mostly aimed at even- 
tual lowering of external barriers. 
Steel, for example, is subject to special 
agreements to reduce capacity 

throughout Europe. But the prime aim 
of this isto deal with the massive prob- 
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lems created by overcapacity and to 
eliminate government subsidies. In 
farming, there are grants to help re- 
structuring. In textiles, the extra pro- 
tection is defended as being a “breath- 
ingspace." 

The European Commission argues 
that protectionism in Europe is not so 
bad. There are few barriers. This may 
be true, but these barriers are placed 
where they have the greatest effect. 
Wherever developing countries can 
compete effectively, barriers tend to 
appear. Agriculture, clothing and foot- 
wear are the most obvious instances. 
The only areas where restrictions are 
sure not to appear is in those products 
which the community cannot produce, 
or not in sufficient quantity — items 
such as crude oil, copper, manganese, 
coffee or tropical fruit. 

The commission says the community 
depends on the Third World for 90% of 
its raw materials. It argues that it is the 
main customer of the Third World, 
taking more than a third of its exports. 


It also points out that since 1972 its 
trade with the rest of the world has 
grown faster than intra-community 
trade. But these claims are not- as 
handsome as they appear. A large item 
in the growth of extra-community 
trade is explained by the big increase 
in the price of oil. This is also a signifi- 
cant factor in figures on raw materials, 
including commodities which the com- 
munity cannot produce in quantity. 
Secondly, the EEC includes a 
number of former colonial powers 
which had traditional links with de- 
veloping countries, some of which are 
grouped under the Lomé Convention 
which gives special trading rights to 
a number of African, Caribbean and 
Pacific countries. Thirdly, Europe's 
importance as a market to the rest 
of the world is partly a function of its 
size. The population of Europe is big- 
ger than that of the US and much big- 
ger than that of Japan. Finally, the 
US is self-sufficient in energy and 
much agricultural produce without 
needing the kind of induced self-suf- 


French farmers on the march: well-placed barriers. 


ficiency which Europe has sought. 

Sheila Page of the London-based 
National Institute of Economic and 
Social Research has calculated that the 
share of world trade subject to protec- 
tion rose between 1974 and 1979 from 
40% to 46% (no figures are available 
for the EEC separately), Another 
study, by the London Institute of Eco- 
nomic and Social Research, maintains 
that the level of imports to Europe sub- 
ject to non-tariff barriers rose between 
1975 and 1980 from almost zero to 
45%. 

Tariffs, which are covered by Gatt, 
have stayed down; in fact they are no 
longer the most important part of pro- 
tectionism. Faced by an international 
agreement on tariff levels, European 
countries have resorted to non-tariff 
barriers. So-called voluntary quotas 
are a familiar kind. More underhand 
are tactics such as the French 
used on VTRs: the French insisted 
that all imports of such products 
should come through one town 








Poitiers — where there were not enough 
customs officials to handle the volume. 
Another tactic is merely to threaten to 
go to the European Commission or 
Gatt to appeal for one of the let-out 
clauses in the rules against protec- 
tionism. Such action can result in ex- 
pensive, long debate and temporary 
blocking of imports. To avoid these, 
countries often agree to "voluntary re- 
straint." 


nd so the backsliding continues. 
What chance is there of a reversal of 
the trend? According to one EEC offi- 
cial, the pressure for more protection 
has eased somewhat in the past year as 
a result of the modest economic re- 
covery. But this seems like a short- 
term delay rather than a turnaround. 
The trouble is that Europe takes one 
step backwards towards protectionism 
in each recession and no steps forward 
in each period of growth. Moreover, in 
the present recovery, unemployment is 
staying high. 
More generally, Europe seems to 


have lost faith in its ability to compete 
in a free market. What makes pros- 
pects of a reversal look particularly 
bleak is that there are no votes in free 
trade — at least not yet. For the time 
being, most people are unaware of how 
much higher prices are because of pro- 
tectionism and how economic per- 
formance is probably being depressed. 
They are acutely aware, on the other 
hand, of how the closure of a local gar- 
ments or footwear factory would 
throw a community out of work. 
Short-term and local considerations 
hold sway. 

The local nature of the pressure is re- 
flected in a great variety of protec- 
tionism between different community 
countries. The body which initially 
considers applications for protection 
from member states is the European 
Commission. But it is the Council of 
Ministers which disposes where the 
commission proposes. Protectionist 
measures, in theory, should be agreed 
by the community as the EEC is meant 
to speak for all the member states in 
trade policy. This rule is sometimes 
broken though, as when France started 
its Poitiers blockage. 

France, undoubtedly, has the most 
protectionist attitude among the major 
members. (The EEC protects all its 
states in some product categories. 
France protects itself in an additional 


10 categories, compared with an addi- 


tional three for West Germany and one 
for Britain.) West Germany is the most 
liberal. But even West Germany shows 
signs of losing its commitment to free 
trade. 

Lobbying by developing countries 
has its local successes without making 
much impact on the big picture. 
Mutual support by Asean countries has 
helped maintain free trade with 
Europe, in palm oil for example. But to 
get to the root of the problem, the 
lobbyists need to get through to the 
hearts and minds of the European elec- 
torate, because that is where the power 
truly lies. So far they are not even at- 
tempting that. 

They have learned, however, that 
they cannot expect to find satisfaction 
from the international bodies. Gatt — 
and to a lesser extent the European 
Commission — are committed to free 
trade. But they have not enough 
weapons to stop a country bent on pro- 
tection. Therefore the lobbyists have to 
maintain the pressure at а national 
level. In this area, the best weapon for a 
developing country to have is a signifi- 
cant appetite for battleships or air- 
craft. Then it can threaten to place the 
order elsewhere unless Europe accepts 
its textiles, or whatever. Indonesia has 
used the threat effectively against Bri- 
tain. But this kind of bilateral haggling 
is precisely the kind of thing which was 
going on in the 1930s and which proba- 
bly prolonged the Great Depression. Is 
it going to take another depression to 
remind Europe that, inthe long term, 
protectionism does not pay? п 
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| FINANCIAL TIMES 


BANKING 


Ё The cost of freedom 








| Australian institutions find their new opportunities 
. are not as profitable as they had been hoping 


` By Hamish McDonald in Sydney 
d Australian banks are enjoying a 
У golden interlúde before the arrival 
— of new foreign and local rivals expect- 
- ed midway through next year. With a 
wave of mergers and acquisitions well 
_ on the way to fruition, the banks have 
— had a smorgasbord of opportunities 
- placed before them by the lifting of a 
| decades-old accumulation of controls. 
“Free at last” proclaims à brochure 
= from the country's biggest bank, the 
_ Westpac Banking Corp. The brochure 
` offers free personal current accounts 
— linked to a high-interest savings ac- 
— count and an electronic funds transfer 
| сага, a package made possible by the 
— abolition of minimum terms for in- 
` terest-bearing deposits in August. 
But banking is still far from unfet- 
_ tered. Banks still have an interest ceil- 
ing below market rates on housing 
- loans and small overdrafts, which is a 
— major restriction on activities. They 
- must keep a variable but significant 
_ portion of funds as a statutory reserve 
_ deposit with the Reserve Bank (the 
— central bank) at 5% interest, and must 
- keep at least 18% in liquid assets and 
government securities. But compared 
to the environment five years ago, the 
Australian financial system has been 
transformed. 


in 1979-80 with an inquiry into the fi- 
nancial system, attention has tended to 
focus on the potential entry of new, 
fully licensed banks. Aggressive com- 
petition by sophisticated American, 
European and East Asian banks would 
force local institutions to run harder. 
The curbs were removed, and as it 
turns out the threat has already had 
that effect. 





Since the process was set in motion 


The Australian banks quickly re- 


grouped, The Bank of New South, 
Wales merged with the Commercial 


Bank to become Westpac. The Na- 
tional Bank joined the Commercial 
Banking Co. of Sydney to become the 
National Australia Bank. The Austra- 
lia and New Zealand Bank (ANZ) 
swallowed several smaller institutions 
before taking over the British bank 
Grindlay's this year. The federal gov- 
ernment's Commonwealth Bank is 
consolidating its operations with a 
capital injection from its government 
owner. These four big banks now hold 
about 80% of the bank market. 

But the threatened invasion did not 
arrive as early as expected. With the 
Liberal-National government losing 
office in March 1983, just before then 
treasurer John Howard decided on ap- 
plications for new licences, the indus- 
try has had to jump through the hoops 
again. Labor Treasurer Paul Keating 
brought his party colleagues around to 
the idea with a review of the 1979-80 
inquiry by another committee hearing. 
Keating has called for applications by 
24 November and he is likely to choose 
about 10 new banks by March 1985, al- 
lowing the winners to open their doors 
by mid-1985. It will have meant a five- 
year breathing space. “The Australian 
banks have had a dream run,” said a 
private industry analyst, Vern Harvey. 

Just how; well the banks are doing 
was shown this month in the results of 
the Commonwealth Bank, which 
achieved a 55% gain in after-tax pro- 
fits in the year to 30 June to A$236.4 
million (US$196 million). Common- 
wealth's savings banking unit saw de- 
posits rise 12% to A$11.5 billion and 


ET 955 "IE 
A$132.1 million, while the 
bank unit's pre-tax profits rose 53% to 
A$105 million. 

Its trading arm had a comparatively 
minor A$25 million in non-performing 
loans. One benefit of the strict regula- 
tion of the past and the banks’ own 
conservatism has been that Australian 
banks have little exposure to the debt 
crisis in Latin America and the Philip- 
pines. 

Full-year results for the non-gov- 
ernment banks will not be out until 
November. But half-year results indi- 
cate similar gains: Westpac's first half 
profits were up 41.5% to A$143.5 mil- 
lion; ANZ’ ир 35.6% to A$135.9 mil- 
lion and National Australia's up 40% 
to A$103.3 million. 

The banks have fared well in a series 
of liberalising decisions. Interest-rate 
ceilings were removed on bank depo- 
sits in December 1980, though lending 
rates remained controlled. Over the 
following 18 months, minimum terms 
for interest-bearing deposits were cut 
progressively from 90 days to 14 days, 
while quantitative lending guidance 
on banks ended in June 1982 and sav- 
ings bank asset requirements were re- 
laxed in August 1982. 

In December 1983 came the float of 
the Australian dollar and the near- 
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-abolition of foreign-exchange соп- 
trols. In June 1984, 40 new foreign-ex- 


change licences were offered. In Au- 
gust the 14-day minimum term for in- 
terest-bearing deposits was abolished, 
controls on savings banks were further 
loosened and trading banks were al- 
lowed to count their loans to short- 
term money market dealers in govern- 
ment paper as part of their prudential 
assets. 


long with this process has been a 
determined effort to put govern- 
ment bonds on a commercial footing. 
Tender sales of treasury notes were in- 
troduced in November 1979 and a ten- 
der system for bonds in August 1982, 
while semi-government borrowings 
have been freed from federal controls. 
"Government securities are now at 
market rates, and we have a secondary 
market that is reasonably deep," said 
the chief economist of merchant bank 
B. T. Australia, Greg Maughan. 
Even the abolition last month of a 
rule requiring life assurance com- 
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panies to hold 20% of assets in govern- ` 


ment securities passed without a rip- 


ple, though the current attractiveness ' 


of bonds is helping this transition. 

The banks now offer a variety of sav- 
ings and investment options at interest 
rates close to those of the building 
societies, finance companies and credit 
unions and other non-bank institu- 
tions. These institutions had cut back 
the banks’ share of total finance in- 
stitution assets from about 90% in 
1953 to around 60% in recent years. 

These options are winning back 


market share, though=the banks are 
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losing their "free" money (deposits in - 
non-interest bearing current accounts) 
that stood at about 80% of their total 
deposits in the early 1950s. But with 
about 30% of deposits with the big four 
banks still "free" (against an average 
10% in the United States), bank cus- 
tomers still have some way to go in 
awareness. 

The non-bank institutions are hav- 
ing a tough time as the banks move into 
their territory. State governments are 
legislating to allow building societies 
to move out of traditional housing 
loans into consumer finance, and the 
larger societies are desperately seeking 
access to the bank cheque-clearing 
system (with little chance of success). 

Some societies are setting up joint 
facilities for cash-card and cheque 
clearance. One, the Sydney-based St 
George Building Society, is moving to 
link with the proposed bank venture 
between Chase Manhattan and the 


- Australian Mutual Provident Society. 


The finance companies may well dis- 


appear altogether, some analysts be- 
lieve. 
The banks are also treading heavily 


‘in two other financial sectors that have 


been substantially deregulated: stock- 
broking and futures trading. But in 
both cases the rewards are far from 
enviable. 


ustralian Associated Stock Ex- 

changes rule changes in April 1984 
permitted members to incorporate and 
to allow in shareholders up to a maxi- 
mum 50% holding by any one group. 
At the same time Keating restricted 
foreign shareholdings to 15%, to let 
Australian interests "pick over the 
bones" before foreigners outbid the 
locals. The big three private banks 
duly took up 50% positions in major 
brokers (REVIEW, 11 Oct.). 

But as it turns out, the banks may 
have got less than they expected. 
Brokerage commissions were also de- 
regulated in April 1984, and commis- 
sions have since tumbled 40% on some 
institutional dealings. When foreign 
firms are allowed to take up 50% 
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stakes, as Keating fias Ronee the 
entry price may be substantially lower. 
Pressure may build for some entrants 
to be given floor membership in their 
own right. 

The Sydney Futures Exchange has 
likewise been a losing game for the 
banks, who paid an estimated 
A$500,000 for seats only to see their 
value drop by half. Turnover has been 
stagnant for three or four years and the 
ending of fixed commissions in June 
1984 cut fees from about A$30 a round 
turn to about A$5. The lifting of ex- 
change controls in December 1983 has 
not brought the anticipated flow of 
foreign participation. 

Meanwhile, the financial futures 
link-up between the Singapore Inter- 
national Monetary Exchange (Simex) 
and the Chicago Mercantile Exchange 
(CME) in September beat Sydney to the 


punch in the Asian time zones (REVIEW, 


6 Sept.). The Sydney exchange hopes to 
link with the New York Commodity 
Exchange (Comex) by the end of the 
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year. By concentrating on metals (ini- 
tially gold), officials hope this partner- 
ship will complement the Simex-CME 
emphasis on financial instruments. 

The exchange plans a new publicity 
campaign once the Comex link is 
made. Pending supervisory legislation 
at the national level could help restore 
investor confidence, which has been 
dented by well-publicised broker 
crashes in recent months. In the longer 
term, Sydney's freed up markets are 
expected to win sizable business in ar- 
bitrage and intermediation. But in the 
short term, many brokers are reassign- 
ing staff out of futures. 

The biggest dilemma, however, is 
that faced by the merchant banks, 
which flourished in the 1960s and 
1970s as a result of the minimum terms 
set on commercial-bank interest-bear- 
ing deposits and other restrictions. 
With the 14-day limit removed in Au- 
gust 1984, some merchant banks see 
perhaps 20% of their balance-sheets 
(which total about A$15 billion) being 
drawn away to banks, though no signi- 
ficant movement has yet occurred. The 
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merchant banks’ stay T гурне from 
futures, shares and foreign-exchange 


dealings is also being eroded by low 
margins and increased competition. 


oreign exchange is far from the 

bonanza many apparently expect- 
ed. Margins have dropped, and an acute 
shortage of trained dealers has forced 
salary costs sharply higher. The easy 
pickings banks used to get by playing 
against the regulated system (such as 
by arbitraging offshore against the 
Reserve Bank's old 24-hour rate) have 
disappeared, and a realisation has set 
in that only a certain amount of busi- 
ness is available. "It's almost a zero- 
sum game," said B. T. Australia direc- 
tor Michael Crivelli. Only 10 of the 40 
new foreign-exchange licences offered 
in June 1984 have so far been taken up. 

Keating in September suspended the 
50% local equity requirement ad- 
ministrated by the Foreign Investment 
Review Board, opening up the possi- 
bility of 100% foreign-owned mer- 
chant banks. Some foreign banks have 
begun to withdraw from existing 
partnerships to prepare for full bank- 
ing licence applications. Chase Man- 
hattan was bought out of the Chase- 
NBA group by its local partner, the 
National Australia Bank, and the Bank 
of Tokyo out of its partnership in 
Pacific by Westpac. 

A query has become fashionable in 
banking circles: why should a big 
foreign bank seek an Australian li- 
cence under the cumbersome condi- 
tions Keating has set for substantial 
local equity (50% being the general 
aim)? Why not settle for a 100%-owned 
merchant bank combined with a 
foreign-exchange licence? Many appli- 
cants will have to settle for this, but the 
trading-bank licence remains keenly 
sought after, not only by foreign banks, 
but by existing merchant banks such 
as Hill Samuel Australia and B. T. Aus- 
tralia. Why? 

Harvey, formerly with the Commer- 
cial Banking Co. of Sydney and the 
Bank of America’s merchant bank BA 
Australia, said the answer was the 
benefit of an international network in 
wholesale banking. "The circum- 
stances will make more sense if, in- 
stead of talking about bank licences, 
we talk about Australian banks being 
in the middle stages of developing their 
international. networks and major 
foreign banks being in the latter phase. 
Because of its strong economic and 
stable political base Australia is an at- 
tractive place compared to the alterna- 
tives remaining. " 

For the merchant banks, Harvey and 
many other analysts believe the alter- 
natives. are to grow into fullscale 
banks, or retreat to a profitable niche 
in cash management trusts and other 
specialised investments. The merchant 
bankers themselves see the banks con- 
tinuing to grab market share, but with 
considerable profit margins to spread 
around more players. 
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Sometimes brand new things feel just right the 
moment you try them. They seem to fit. 

And that's the way we think you'll feel about the 
Canon AP350. It has the feel you know and like, but 
a power you may never have experienced. 

The secret is in the AP350 keyboard. After just a few 
minutes your hands will appreciate its specially- 
engineered, low-profile design. You'll also appreciate 
the familiar layout. Despite its extraordinary power, 
the AP350 won't frighten you with rows of mysterious 
keys. If you're familiar with an office typewriter, you 





Hands love 


can be using the AP350 like a pro after just a little 
practice. And once you master the fundamentals, 
you'll be able to do things you never imagined possible 
You'll be able to type at full speed without worrying 
about margins and carrier returns, because 

the AP350 takes care of all that for you. You'll be able 
to center lines at the touch of a key, and underline 
whole phrases automatically. You can even store 
commonly-used phrases in memory for instant 

re-use when you need them. But as powerful as it is, 
the AP350 has been designed to expand into an even 
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| Kobe Steel offers a full array of projects, products and services that 

helps countries grow and prosper in a big way. 
For instance, through our efforts 
a cement plant has just been developed 
at the northern tip of Sumatra, Indonesia. 
But we work in a small way, too, right down to the people-to-people level to make sure 
progress is meaningful for individuals of a nation. 
In fact, we ourselves have expanded so much we have a new trademark to illustrate 
Kobe Steel's integrated industrial capabilities. 
KOBELCO. It's the mark that's growing in international importance. 
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<> KOBE STEEL, LTD. 


TOKYO HEAD OFFICE : Tekko Bldg., 8-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan/Tel ; (03) 218-7111/Telex : 222-3601 KOBSTL J 
OFFICE : # 22-02 DBS Bidg., 6 Shenton Way, Singapore 0106/Tel : 221-6177/Telex : RS 23338 KOBSTL 
KOBE INTERNATIONAL (S) CO., PTE. LTD. : 60 Pandan Road, Jurong, Singapore 2260/Tel : 264-2444/Telex : RS 26574 KISCO 
Offices also in New York, Los Angeles, Dusseldorf, London, Mexico City, Sharjah and Melbourne. 


KOBELCO is under application for worldwide trademark registration. 


This morning, Peter Lee opened a checking account 
in San Francisco and arranged an overdraft in 
Singapore with his deposit in Hong Kong - all 
through his Citibank ABC Officer. 
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Like Peter Lee, you can deposit in any major 
currency — US Dollars, Yen, Deutschmark, 
Swiss Franc— with Citibank’s Asian Banking 
Centers (ABC) in Singapore, Hong Kong 
and San Francisco. 


Whatever your choice, you'll get very competi- 
tive rates, varying maturity periods and automa- 
tic renewal features so that your money keeps 
working for you all the time. What’s more, 
there are no withholding taxes or foreign 
exchange controls. 


A Personal Financial Officer will be assigned 
to you. He'll put our networks extensive range 
of services to work, tailoring a package to 
meet your specific needs — all handled in the 
strictest confidence. He willalso make credit 
facilities available to you wherever you are. 


Whether it's deposits, foreign exchange 
services, investments in precious metals, 


mortgage financing or transfer of funds to am 
part of the world, you'll enjoy the benefits of 
banking with Citibank — the world's leading 
financial institution with over 2500 branches 
and offices in 94 countries and assets exceeding 
140 billion US Dollars. 
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Please send me more information on: 


Г] Asian Banking Center Singapore 
| Г] Азїап Banking Center Hong Kong 
Г] Asian Banking Center San Francisco 
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Mail to: Asian Banking Center, Citibank, М.А 
One Shenton Way, Singapore 0106 


ASIAN BANKING CENTER 
A mm 


SINGAPOR E • HONG KONG ‘SAN FRANCISCO 








* Singapore Onc Shenton Way, Singapore 0106. Tel: 224-5757 Telex: RS 22462 CITA BC or 25% Orchard Road. Yen San Building. Singapore 0923. Tel 732-2288 Telex: RS 12446 CIT ARC 
e Hong Kong: Lee Gardens, 37 Hysan Avenue, Causeway Bay. Hong Kong. Tel: 5-761341 or call our Hot Line 5-299 166 7 to enquire about the nearest Citibank branch 


Waterproof 3 atmospheres: 
Models for men and women. 


THE STEEL ANIDGOLD WATCH 


BY §.T.ADUPONT 
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The world recognizes the name S.T. Dupont as synonymous with superb quality, craftsmanship and 


superior design. 


In Asia, S.T. Dupont recognizes the Far Eastern Economic Review as the region's most effective advertising 


vehicle to carry its discerning message. 


The Choice of Authority 


FarEastern Economie 
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WWF Kow Tanaka BCI 


The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 


Please send contributions to the WWF 
National Organisation т your country or direct to 
WWE International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Reviet 
Advertisement prepared as a public service by Ogilvy & Mather 





Our Executive Class 
is in fact a First Class experience. 
жал 


It's a treat! 

Air-India's Executive Class offers 
you a seat most airlines provide only 
on their First Class! With all the 
trimmings you could ask for. 

e More legroom and elbowroom. 

e Every seat a window or aisle seat. 

e A choice of two exclusive locations— 
upper deck or right next to the 

First Class. 

e Separate check-in facilities at most 
airports. 


The airline that treats you like a Maharajah 





4 


a _ 


b. pp E: 


E S 


< 


1 






e Complimentary drinks 
ө А choice of C1111 


Continental 

And all the privili 
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Give in to 
Book vourself on A1 [1 
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The Mandarin, Hong Kona. 
Sparkling into its 
twenty-first year. 
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1963. It was a very good year. For that 
was the year the champagne flowed when The 
Mandarin, Hong Kong first opened 
its doors. Not that this makes The 
Mandarin Asia’s oldest hotel. 

Far from it. And we've never had 

any desire to be Asia’s biggest. No, 

we re quite content, as we enter our 
21st year, to continue to be Asia’s best oo TAM pa 
hotel. As René Lecler has confirmed eee г. 
yet again in the latest edition of his _ М. == ws 
authoritative ‘The 300 Best Hotels in | = 
the World’. 


At The Mandarin, 
Hong Kong you will f= | ع‎ 
encounter service that seems : " = 
со possess an uncanny ability for anticipating 
your every need. And accommodation that 
exudes taste and refinement. As well as restaurants 
Lecler has deemed the finest in a city more than 
passingly noted for its fine cuisine. . . and well-stocked 
wine cellars. Which is cause in itself for something of 
a celebration. 


The Mandarin, Hong Kong. 


A member of Mandarin International Hotels. 


Hong Kong: The Mandarin, The Excelsior, The Royal Garden, Macau: The Excelsior. Bangkok: The Oriental, The Royal Orchid. 
Manila: The Mandarin. Jakarta: The Mandarin. Vancouver: The Mandarin. Singapore: The Oriental (1985). Kuala Lumpur: The Oriental (1986). 
For reservations, call *The*feading"Hotels of th®World or your travel agent. 





© AFTER high-profile bargaining 
by the Americans in their talks on 
opening up the Japanese financial 
sector to foreign competition, the 
British will be adopting a very differ- 
ent style in their equivalent talks on 
23-24 October. They aim to keep the 
emphasis coolly on the long term in- 
stead of dealing with difficult im- 
mediate issues. They want to avoid 
tit-for-tat deals or implicit threats, 
believing their own position is 
"right" and that alone should see 
them through. 

This is an approach which may do 
the British as little good in finance as 
it has previously done them in trade. 

According to London sources, the 
talks will be akin to those held at reg- 
ular intervals with the finance minis- 
tries of France and West Germany. 
The British thereby try to make them 
sound smoothly routine. But the cur- 
rent issues are pressing and contenti- 
ous. The relaxed attitude may be in- 
appropriate since the talks will in- 
evitably be judged a success or failure 
depending on whether or not the im- 
mediate issues are overcome. These 
are: 

» The Japanese slowness in granting 
securities-dealing licences to British 
stockbrokers and merchant banks in 
Tokyo. 

» The British refusal to grant bank- 
ing licences to Japanese brokers 
(Nomura in particular) in London. 

These two issues have been linked 
in the Japanese press, suggesting that 
Tokyo may be interested in a deal 
whereby the Japanese would grant 
the dealing licences and the British 
the banking licences. The British, 
though, are not willing to see it that 
way. Their position is that each side 
will brief the other on the develop- 
ment of their own financial systems. 

The British will describe how they 
see the future of the newly emerging 
financial “supermarkets” which 
combine most of the functions previ- 
ously spread among stockbrokers, 
jobbers, merchant banks and clear- 
ing banks. The Japanese will respond 
by explaining the opening up of 
their financial system, including the 
in-principle agreement with the 
Americans to grant trust-banking 
status to foreign banks. 

Out of this exchange of views, the 
British think there will eventually 
emerge an understanding of how the 
two systems could mesh, with Japan- 
ese institutions taking part in the Bri- 
tish system and vice versa. While this 
is doubtless a worthy aim, the im- 
mediate questions are about specific 
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companies wanting to do specific 
things. For example, S. G. Warburg, 
the merchant bank, and stockbrokers 
W. I. Carr, are two London companies 
which are known to have applied (of- 
ficially or unofficially) for licences to 
deal in securities in Japan. 

These two are only the tip of the 
iceberg. Every major British bank, 
stockbroker or financial conglomer- 
ate will want one or more of the vari- 
ety of different Japanese securities 
dealing licences. These will be an im- 
portant asset for any would-be inter- 
national financial institution. For 
those in the business of issuing bonds, 
it is important to be able to offer 
back-up in the form of muscle in 
major secondary markets. 

For those who want to be brokers 
or broker-dealers, it is clearly an ad- 
vantage to have full branch status in 
the world’s second-biggest market — 
Tokyo. 

Another business the British want 
to get in on is fund management in 





Japan. This seems to have a lower 
priority, but it is certainly on the 
agenda. At present foreigners are not 
allowed to manage Japanese pen- 
sion-fund money, in which trust 
banks in Japan have a monopoly. But 
after tremendous pressure from the 
Americans, the Japanese have agreed 
in principle to allow certain (as yet 
unspecified) foreign banks to achieve 
trust-banking status, permitting 
them to manage Japanese pension 
funds. They also will allow joint ven- 
tures between Japanese and foreign 
institutions for this purpose. 

The British may be able to get into 
this business on the coat-tails of the 
Americans, but the danger is that the 
concessions to which the Japanese 
eventually agree will be a reflection 
of American needs. The Americans 
are much more willing to use their 
political and economic leverage in 
negotiating with the Japanese. 

President Ronald Reagan himself is 
widely assumed. to have put his 
weight behind the pressure on Japan 


better than right 


to accept Citicorp's takeover of Bri- 
tish stockbroker Vickers da Costa's 
operations in Japan which, since it 
amounted to the combining of a bank 
and a broker, was against Japanese 
law. The Reagan administration also 
has not been slow to hint at a trade- 
off between- Japanese concessions 
and its own resistance towards 
domestic protectionist pressures. 

In the first place, the American and 
Japanese financial systems are more 
similar to each other since the Ameri- 
cans had a large part in designing the 
Japanese system after World War II. 
Both countries maintain a dividing 
line between companies which deal 
in securities and companies which do 
banking business. The British system 
has many dividing lines, but this is 
not one of them. It will clearly be 
easier (as well as more pressing) for 
the Japanese to accommodate the 
Americans. 

The British do have a card to play, 
though it is not clear that they will 
use it. The Bank of England has re- 
fused to grant Nomura, the biggest of 
the Japanese securities houses (and 
reputedly the biggest in the world), a 
banking licence in London. The basis 
of this refusal is that Nomura is not a 
bank in Japan and so is not super- 
vised as a bank in its home country. 

The Japanese can reply by pointing 
to Merrill Lynch and Goldman Sachs 
of the United States, which are also 
securities houses but have been 
granted banking licences in London. 
Apparently the Bank of England is 
satisfied (on grounds which it wil] not 
disclose) that these are supervised in 
the US in such a way that makes them 
acceptable. 

Another, less-secretive, source in 
the British Government revealed that 
the American securities houses are 
allowed the licence because they do 
have some banking operations in the 
US which indeed are regulated. 

It is surely possible that, with both 
sides willing, a way could be found to 
satisfy the Bank of England's re- 
quirement that Nomura be super- 
vised in some way as a bank within 
Japan. Then a deal could be reached 
which would probably offer British 
companies much more opportunity in 
Japan than the Japanese companies 
in Britain. 

The outlook for the talks on finan- 
cial services is not at all hopeful un- 
less the British can open their minds 
to the vulgar notion of doing a deal, or 
unless — which is even less likely — 
the Japanese come around to the Bri- 
tish idea of what is “right.” 
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Toeing the credit line 


^ pw 7.2 чү 
Aa - 


President Marcos announces a series of monetary reforms 
to meet conditions of the Philippines' IMF standby loan 


By Jose Galang and Guy Sacerdoti in Manila 


ith the long-awaited approval by 

International Monetary Fund 
managing director Jacques de 
Larosiere of the Philippines’ standby 
credit programme, attention will shift 
towards two critical issues: finalising 
negotiations with the 12-bank Advis- 
ory Committee for the Philippines on 
the rescheduling of an estimated 
US$15 billion in outstanding foreign 
debt, and ensuring policy reforms de- 
manded by the IMF are implemented 
according to the standby agreement. 

Neither is expected to be easy. While 
the general formula practised by 
foreign banks in drawing up re- 
scheduling packages for Latin Amert- 
can debtors will be followed in the 
Philippines' case, the problem of ob- 
taining. and more importantly disburs- 
ing, additional credits required to fi- 
nance the chronic current-account de- 
ficit will be difficult. 

Within a week of the 11 October in- 
itialling of the Philippines' letter of in- 
tent (the instrument covering the eco- 
nomic programme that a country seek- 
ing IMF assistance commits to under- 
take), President Ferdinand Marcos an- 
nounced a series of measures to begin 
the adjustment process demanded by 
the programme (REVIEW, 18 Oct.) 
These include: 

» A shift from a controlled exchange 
rate to a free float of the Philippine 
peso. On 15 October, when the change 
was formalised, the currency dropped 
from P18:US$1 to P19.95:USS$1 with a 
few traders asking for P20.50. The 
9.7% effective devaluation was ex- 
pected to increase slightly as trading 
continued during the week. 

» Abolition of an 11-month-old rule 
requiring commercial 
banks to surrender all 
foreign exchange they 
earn to the Central Bank 
of the Philippines. (The 
foreign-exchange pool 
then was used by the 
government to allocate 
scarce funds for priority 
imports. Such funds can 
now be bought freely.) 

» Retraction of a series 
of trade-related taxes 
instituted following 
the 22% peso devalua- 
tion in early June. In- 
cluded are a P1.20 tax 
on each dollar of export 
earnings and a 10% 
excise tax on foreign- 
exchange transactions. 
A 10% ad valorem im- 


port tax was also reduced to 5%. 

At the same time, however, Marcos 
announced new taxes on a range of 
domestic items such as non-essential 
consumer goods (cigarettes, liquor and 
beer), boosted fees for motor-vehicle 
registration, doubled the airport tax 
for travellers and raised the ad val- 
orem tax on petroleum products. A 1% 
tax on foreign-exchange transactions 
was also imposed, to be shouldered by 
foreign-exchange end-users. 

He also announced that the Philip- 
pines had arranged a US$80 million 


| bridging loan from the United States 








(US$45 million), Japan (US$30 mil- 
lion) and South Korea (US$5 million) 
until disbursements from its new cre- 
dit package begin. 

The various new measures are fore- 
cast to generate some P8 billion to help 
offset the revenue loss resulting from 
the scrapping of the previous imposts 
on external transactions. The moves 
are intended to keep the government 
budget deficits down, but at the ex- 
pense of increased inflation. The cur- 
rent 60% rate is expected to rise to 
about 70% before beginning to taper 
off by the end of the year. 

While these policy reforms were an- 
nounced in Manila, the Philippines 
top monetary officials — Prime Minis- 
ter Cesar Virata (who is also finance 
minister) and central bank governor 
Jose Fernandez — were in New York 
negotiating with the 12-bank advisory 
committee which represents the coun- 
try's 483 creditors. 

The talks with the banks cover the 
rescheduling of more than 50% of the 
US$25.6 billion foreign debt, a provi- 
sion of new commercial credits re- 
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‘were cut off ini 1 r political 
uncertainties made the bankers jittery. 
The IMF standby creditis worth 615 


million special drawing rights (SDRs. 


— US$606.4 million) and will be made 





available in six tranches spread over 


the 15-month period. Under IMF rules, 
the facility should be used to beef up 
the country's international reserves, 
which in recent months have been hov- 

00 mi lion, accord- 











E reserves covering a minimum of three 
or four months of imports. Philippine 
; imports before the current economic 
€risis began in October 1983 averaged 
US$600 million a month. 


When the Philippines called a 


moratorium on foreign-debt repay- f 
mentson 17 October 1983, total foreign | f 
debt was US$24.09 billion according - 


to the central bank. (The IMF puts the 
figure at US$24.28 billion.) Because of 







Я ers. 


 US$1.2 billion in new: credits. 


The IMF. ‘normally views as “safe, m 
| paid, Previously, the new money was to 


| е8 DU to the 


end of 1985, increasing projections of 
new money needed by US$1 billion, all 
_of it to be added to new borrowings 


from bilateral and multilateral lend- 


However, banking sources say thê 
commercial lenders-will agree to only 








US$450 million shortfall,- 


debt to be rescheduled; rather than re- 





$ 3e : 
aort -these = 
| sources say, covering a portion of debt 
already in arrears, will be treated às. 


creditors are : 







their exposures. 
With the Paris Club of eredi 
port credit agencies, individu 
tries and direct lending agenci 
countries with which the Philip 
maintains economic relations), t 
ate standing S obligations amor 
3.46 billion, of which U 
Es kasin arrears at endal 
Bankers said the Paris C] 
ditors already have worked out 
do on their lendings to the Philip 
and are capable to putting in t 
any agreement as soon as they can 
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be used to cover all arrears and thus 


with Philippine officials. 


the moratorium itself and the coun- IE 


iry's difficulty in meeting loans matur- 
ing before the moratorium, total ar- 
rears at year-end 1983 came close to 


US$1.62 billion, almost all to private 


creditors. Most estimates on the 
amount to be rescheduled vary from 
40-55% of the total debts. On 14 Oc- 
tober, however, Trade and Industry 
Minister Roberto Ongpin (who is also a 
member of the policymaking Monetary 


Board) said that about 05915 гнев | 


would be rescheduled. 


he amounts to be rescheduled (into 
maturities of 10 years, including a 
grace period of five years, according to 
some officials) and the total of new 


money that will be available to the 


Philippines have not been finalised. 
The IMF estimates that for the 15- 


month duration of the standby pro- 


gramme, the Philippines’ “new 
money” requirements (defined as the 
funds needed to finance estimated cur- 
rent-account deficits and meet the 


total arrears incurred since the debt | 










moratorium was called. in 
1983) would reach US$4.3 bil 

The amount was based on 
jections that the Philippines 
account deficit in 1984 f 











about US$1.1 billion, plus the: 


economists as “beitig on the high side. E 


One estimate hos. the: Centre: Pe Re- 
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W hile you are e working abroad 1 never. forget th t it's offen also 
the best ‘tax holiday’ of your life. With minimal or no taxation on 

.. income or capital gains there i is no better time to- up capital for 
P retirement or to supplement your income when vou. теш home. 

Е Ап ideal way о achiev: ing this is to take out.a Save & Prosper 
International Ten Plus Flexiblé Plan, which consists of one or more 
regular premium endowment policies, each with a term of 10 years 
and one month. At the end of the initial term, the policies caü be 
extended for a further term, or you can elect to receive a lump sum 
or an income free of per sonal tax in the UK. 

Following clarification of proposals fróm the UK 
` Inland Revenue concerning the treatment of offshore life 
policies, we believe that the Save & Prosper International 

‘Ten Plus Flexible Plan provides a most attractive tax- 
effi cient opportunity for the British expatriate. 
















For full ачан of the Ten Plus Flexible Plan please mail the coupon below: 


W.H. Glover Or D. T. Wilkie, 
Personal Financial Consultants Limited, 
1301 World Trade Centre, Р.О. Вох 30927, 
Causeway Bay, Hong Kong. 
E 5- 7908448. i 


Name: 


mtem reos er tito OY re meme n чач hs simi ganan ej 


Address: i seks 


Save & oer 1 International insurance Co. Lad., ee in Bermuda. 
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[S part of its continuing attempt to 
| РА solve balance-of-trade and pay- 
с |. ments problems, Thailand has raised 
tically ee and. the. import tariffs on a wide range of lux- 
y's lenders want to ensure that | игу goods and non-essential items. At 
| ае ds will to | the same time, import duties on com- 
| puters and components were reduced 
to help the development of local tech- 
nology, while export duties on rubber 
were brought on par with Malaysia. 
The import-duty increase was an- 
| nounced on 9 October, with immediate 
ae voted акаш. ои об. зеЌесі. After 1983's economic over- 
recently approved. World Bank. ag- 9. eating and record trade deficit, Thai- 
ic ural loan worth 4 та 5 ) | 41 nac end are ictive monetary po- 
! r cond y t ce public spending and dis- 


otion. On several oc- 
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Sen E cessary imports. So 
3 ding more dele sS | iff. increase was an- 
rell as e monitoring of new |. nounced, it came as no surprise. 









particularly a as bilateral and multilat- that. the changes 
eral lenders work out schemes for | by the cab 
betting non normal project lending to | legal formalitie 
1 -nouncement. In essence, the previous 


10% import surcharge on luxury items 


lus of worries 


have been slow to follow this trend. 
The high interest rates, combined 
with uncertainty over new tax laws 
and sluggish: economic performance, 
have hurt investment — particularly 
foreign investment. In response, 
Jakarta is making considerable efforts 
| to improve the investment climate. 
Procedures have been simplified. In- 
vestors applying through BKPM (the 




































growing surplusi in ae government 
budget is worrying Indonesia’s 
usiness sector. The sharp drop in gov- 
rmment expenditure and project de- 
ays — the chief causes of the surplus 
— are the main reasons for the con- 
inuing weak demand experienced by 
he commercial sector. Business has 
ound it difficult to pass on rising costs 
including а fuel-price increase early _ 
n the year — leading to lower margins 
nd, in some industries, major liquid- 
ty problems. 
— To make things worse, interest rates 
began to rise after August. The sharp | 
drop in value of the rupiah against the 
US dollar in July and August led to- 
massive conversions of rupiah into US 
dollars, which tightened the rupiah 
market and ultimately pushed up in-. 
terest rates (REVIEW, 4 Oct). The 
rupiah dropped from Rps 1,000:US$1 
in March to Rps 1,060: US$1 in Oc- 
tober, while rupiah lending rates 
moved up to 32-33% from the previous 
22-24%. The tight rupiah situation has 
eased, with inter-bank rates dropping 
to a more normal 20-21%. But bank 
enging rates, up to the present, Е. 





пом obtain their permanent licence di- 
rectly without first getting a tempo- 
rary ‘licence. It is not clear, however, 
whether the time it takes to get ap- 
proval for a permanent licence will be 
“shortened as a result. 

"Finance Minister Radius Prawiro 
‘declared that “capital whitening” 
(avoiding official inquiries into the 





poses was still possible under new tax 
procedures, if investors first placed 


tion (25% a year on a declining balance 








had mentioned the 


Informed. ources told the REVIEW 
were first approved 
11 September, but. 
"held up the an- 


coordinating investment board) can. 


source of funds) for investment pur- 


basis) for a greater number of fixed as» 
sets, Businessmen from 28 countries. 


a | Ву! Paisal Sricharatchan ya in Bangkok 


: || Thailand revises export-import duties to better its 
| таче Бале — but some industries lose out 


ranging from meat, fish, beverages and 
liquor to cosmetics, furniture, electri- 
cal appliances, cars and motorcycles 
was raised to 20%. Import duties on ce- 
ment, textiles, and glass also were 
raised, from 10-30% to 30-50%, to 
shield these local industries from 


cheap imports. Marine products and 


flowers, which had not been subject to 
import duties, now carry tariffs of 60% 
and 50%, respectively. | 

The doubling: of the surcharge: on 
electrical appliances raised some eye- 


. brows. The local electrical-appliance 
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funds on fixed deposits of three | 
months or longer. The new tax laws | 
also introduced accelerated. deprecia- 


| industry — which is primarily an as- 


sembly-line operation — is one of the 
10 industries to berestructured during 
the fifth five-year plan (1982-86). 

. The government's original strategy 
called for a substantial import-tariff 
reduction on finished products so that 
cheaper imports could generate more 
competition and force local manufac- 
turers and assemblers to become more 
efficient. The duty on finished: pro- 
ducts was originally halved from 60% 


to 3095, But this was later raised to 





also are no longer required to obtain 
visas for visits of up to two months, 


another move to try to make doing 
business in Indonesia more attractive. 
There has been improvement in the 
country's. balance of payments. The 
current-account deficit for fiscal 1983- 
84 (ending 31 March) was eontained at 
a manageable US$4.2 billion. The 
foreign-exchange position at the end 
of August reached US$9.4 billion. 
Jakarta has been successful in obtain- 
ing commercial-credit. facilities this 
year, all of which have yet to be drawn, 
bankers. say. In addition to a US$750 
million syndicated loan early this year, 
Indonesia has lined ир ¥40 billion 
(US$162.3 million) of term loans and a 
US$600 million standby facility to be 
drawn upon if borrowings taken early 
this year are depleted. 
Economic: growth is expected. to re- 
main sluggish for 1984. Oil and agricul- 
ture ; are project ted. as the oe oN 





INDONESIAN TRADE WITH 
THE SOVIET BLOC 


(US$ mitti n) С 


40% after local companies complained 
that cheap imports were hurting them 
The new increase in the import tariff 
runs counter to the original plan. 

In what is seen as one of the most sig- 
nificant changes, the tax burden on 
rubber exporters was reduced to bring 
the Thai product on a par with Ma- 
laysian rubber. Third-grade smoked 


rubber sheets accounting for 
roughly 70% of Thailand's total rubber 
exports — formerly was exempted 


from export duty if the price fell below 
Baht 10.80 (47 US cents) a kg. The duty 
exemption has been extended to Baht 
13.05 a kg. A 40% duty remains in force 
on anything in excess of this level. 

The duty reduction on rubber — one 
of the eight traditional major export 
items — is part of a series of export-tax 
liberalisations on major commodities 
Rice in particular has been a bene- 
ficiary of these steps. Following a 
long period of stagnant commodity 
prices, the more liberalised tax policy 
is as much aimed at promoting Thai 
exports as assisting Thai farmers 

Finance Ministry officials main- 
tained the tariff changes are primarily 
aimed at improving the trade deficit | 
rather than raising any extra revenue 
But officials declined to estimate 
how much the tax changes would im- | 
prove the trade account 

Senior economists at the Bank of 
Thailand (BoT — the central bank) 
view the tariff changes as a 
supplementary action. They feel that 


NENNEN INDONESIA 


sectors, while manufacturing, services 
and construction remain stagnant. But 








: Keeping shippers 
with their on-board cons jonme 1 


“SATELLITE 
COMMUNICATIONS 












agriculture’s strong performance has Communications have taken great leaps forward with the advent of sate! 
led some economists to predict real lites. One of these, the International Maritime Satellite (INMARSAT) is proving 
growth slightly higher than last year's | | invaluable to shipping companies like МҮК. Today, МҮК has more than 40 — 
4.2% level. With imports still down | | ships in its extensive fleet equipped with INMARSAT receivers/transmitters 
and exports steady, the current-ac- | | Communications, especially in areas where conventional radio signals were 
count deficit could fall below the ineffective, have increased safety and service efficiency enormously. The 
US$4.7 billion projected for 1984-85 INMARSAT communications system is only one example of NYK's continuing 





Indonesia is trying to diversify its efforts to upgrade its transportation services. Others include our intermodal 
non-oil exports. This month the gov- transport service and the diversity of vessels available. They're all part of the 
ernment liberalised trade procedures friendly, efficient service that NYK users have come to expect over the past 
with Eastern Europe. A government | | 99 years. 
decree requiring all trade with the 
Eastern bloc to go through the state- | | 
owned trading company was lifted. | | 
Economic Coordinating Minister Ali | | 
Wardhana is leading a trade-promo- 
| 





tion mission to the Soviet Union, East 

Germany, Bulgaria and Hungary. 
Indonesian trade with East Euro- 

pean countries is still minor — roughly 








0.6% of total foreign trade. Trade with \ — NIPPON YUSEN KAISHA 

these countries, in particular the mitead office: 3:2. Marunouchi 2:chorre. Chivada-ku. Tokvo 100. Japan т BA BRes. Rep 
Soviet Union, dropped drastically in Jakarta: Nusantara Building: 27th Floor, JL-M. H. Thamrin, No. 59. Jakarta. Indonesia Tel: 336128, 3% 
1982 after a Soviet spy incident, when B Affiliates: Honk Kong: МҮК. LINE (Hong Kong) Ltd., Admiralty Centre Tow 

the Soviet assistant military attaché, | Hoad, Ho ong ong lel: 5-295541 Bangkok: N.Y.K. (Thailand) Со, Ltd. m Road, Bang 

Lieut-Gen. S. P. Egorov, was expelled EO URDU T MEA PNR (ударо) rm ER 

from thecountry.Thetrade-liberalisa- | | 006 Sranpo Pi 227742MAgen: коп Kelang: оте лор Dusen РС оа 
tion moves are seen as an attempt, at | | рт Diakarta | EAN SS Agencies Division, Sarinah Building 11th Floor Jalan M.H. Tha 

least initially, to restore Indonesian Pusal, PO. Box 237/JKT Indonesia Tel: 323008 Bangkok; Borneo Services Ltd., 104 
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w! For travellers 
who take Asia seriously. 








The 13th edition of the All-Asia 
Guide is simply crammed with 
new up-to-the-minute 
information, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 


There are chapters on no fewer 
than 26 countries. Plus opening 
chapters on eating out in Asia, on 
the best way of using your 
baggage allowance, and on how 
best to carry your cash. 


25 new maps, making a total 
of more than 60. 


Hints on how to travel in Asia 
— from packing the right things, 
to the best places for souvenir 
hunting — wherever you're 


going. 
An even more streamlined 


quide to hotels in the region with 
more than 1,600 listed. 


ES. NM. LU. | Some 55 new colour pictures, 
E MS BE CGRI and more than 110 new black- 
and-white pictures. 


Asia's most complete guide book 4 All of which adds up to over 
[90у Revised to Po bon Ў 700 pages of vital information for 
ee a M ; business and pleasure travellers 
тү: m M Cr ttl n t re ere E in Asia. 
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18% was lifted in August (REVIEW, 6 
Sept.), two other di 
banks’ import-financing | operations 
remain in force and may continue if the 
central bank has its way. 





The first directive was issued in 


Novemba. a тед ile DEAN to 










ie to expire at 
official indicate 


year calls on banks to limit all import 
financing in 1984 to the same level as 
last year. This will be reviewed at the 
end of the year. 

The Finance Ministry is expected 
shortly to introduce a major reform 
package which will cover changes on 
a broad range of personal income, cor- 
porate and business taxes. According 
to local reports, the changes will 
favour individuals, particularly those 
in lower income brackets. But there 
would be increases in other categories, 
including a reported plan to double the 
existing Baht 1,000 exit tax (for Thais 
and foreign residents who leave the 
country by air). 


goldfields - 


China is set to take an equity 
stake in a speculative 
Australian exploration project 


By Hamish McDonald in Sydney 
hina is making its first moves into 
gold exploration in Australia since 

the days when “celestials” joined the 

country’s great gold rushes of the last 
century. An Australian mining entre- 


preneur, Ike Shulman, says à Chinese. 


Government—owned corporation — 
China Rainbow Development — will 
join a partnership in Western Austra- 
lia to investigate a prospect. 

Shulman said China Rainbow will 
join his own company, General Gold 
Resources, and another Australian 


firm, Hunter Resources, in a joint 


venture. The three partners will 
contribute equally to a A$984,000 
(US$820,000) exploration programme 
on a lease currently held by Southern 
Goldfields i in 1 return for 70% equity. 





‘controversial B 'T ruling whic} éd 
commercial banks' credit expansion to 


ives limiting. 


| eris Although there 


that it would proba- 
bly be extended for another period. | 
Another directive: issued. earlier this 








The flagship of South Korea’ S largest business group is going. 
public after facing mounting official and financial pressure 


си Paul Ensor іп Seoul 
bee {Engineering ang Con 
hE ihi 






million. Toy en. و‎ Ot 


Korea Stock Exchange (KSE), the 
EP for | а ү апа 
owner, Dn ^W g, will 


company's 







vate Uude Up. - 

Chung is being er io: th 
at an inopportune time. for 
with the company facing 


Middle acter ке онеш. Y 
continuing to bite into the. со 1 


cash- flow problems a are pecon 
ous. / » "m 


to go public xu. thé mier 
in an attempt to foster the gr 
the equities market i and to i 








прек work with p Shulman said pres | 
tem developed by another of his com- 
had - 


panies, Technomin Australia, 
shown “indications of undeveloped ore 
bodies." l 


Shulman ajote ed Chinese au- 


thorities early this year while in China 
on other projects involving his 


geophysical system and said he ob- 


tained a memorandum of understand- 
ing on participation by China Rain- 


bow, a vehicle originally established 
for uranium projects. Since then, Shul- 
man has obtained provisional clear- 
ance from Australia's Foreign Invest- 


ment Review Board for the Chinese 
participation. 

Chinese motives are said by Shul- 
man to be purely profit-oriented. 
*Gold is the only thing you can make 
money out of in the western mining 


areas these days," he said. “Copper, | 
lead, zinc have gone to hell. Prices have 
| lifted alittle but base metals are a little 


weak. With. gold you dont have to 


truc- 


























| construction company wh 
т biggest i in the group, and the one v 
holds. 
-the aging group president. 
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a family firm, with its mang 


HEC's: business} undoubtedly v 
. ed his bargaining position. 


South Korean contractors — a 























stability and accountability of 
Korean companies. 
However, Hyundai has alway 




















heavily centr al ised around its! 
Chung, a former bricklayer wh 
business empire around his. 
company. As well as being a. 
leader within his own group, С 
has always been г an in nfl ential | 


























Several joe companies. 
Hyundai Group, such as f 
Motos and Hyundai Corp., ! 
ng company, have; 
EL but Chung has 


P. 
held 

















e greatest sentimental v: 





n an effort to _ forestall 
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HEC, and has been inw 
humanitarian endeavours s 
build ng hospitals. The remai 
the company has been owned: 
ous members of the Chung fai 
the end of 1983 a revaluatior 

company S assets by 20% ) 



























the 4 company, Ch ia ng n la 
ment at that time promising to 

lic in 1984. The precise rea 
Chung's submission to gos 
pressure is not clear, but the c 
times HEC was facing due f 
changes in the Middle Eastern 
(overseas contracts, particularly in: 
Middle East, make up about 85° 


HEC has been suffering from: 
same problems that have hit £ 


ing market, falling profit ede) 5 
payment problems with its fo 
customers (REVIEW, 9 Aug.) The " 
ernment's very tight monetary p 
— of which Chung. has been a 
vocal opponent in recent months — 
Mec et Foblems by СОЕ" 











— ANNALS UF CHINA'S ENTERPRISE REG 
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ANNALS OF CHINA'S ENTERPRISE RE- 
GISTER draws its information from the data 
file provided by the STATE ADMINISTRA- 
TION OF INDUSTRY AND COMMERCE. 
Based on the information of enterprise regis- 
trations under the economic laws, this Register 
Is an authoritative and comprehensive work of 
reference designed to disseminate information 
for all licit corporations. It is completely de- 
pendable, and well documented, presenting re- 
- | liable information and data for China's socialist 
` | - economic construction. It further serves as a 

Хы valuable reference source for those involved in 
the study of Chinese economy. 

It contains information on 600 Chinese na- 
tional corporations and foreign trading com- 
panies, and their branch offices. The majority 
of the enterprises are new economic structures 
which have integrated supply, manpower, pro- 
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Hard cover (1,200 pages) ing of foreign technology and equipment, and 
US$80.00 per copy in the development of foreign economic rela- 

tions and trade. 

| This Register published bilingually in English and Chinese provides a company profile, 
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corporation. Through the company profile, the actual business activities are described, 
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are currently 
lion, already up from 1983's total of 
$2.4 billion, and they are expected to 
reach US$3.5 billion by the end of the 
year, according to company projec- 
tions. 

Despite the growth in contracts, 
terms are worsening, cutting heavily 
into profits. Delayed payments by 
foreign customers have created a 
number of serious problems — last 
year Hyundai had to call for assistance 
from the government to help it 
negotiate US$2 billion worth of out- 
standing payments from Iraq. The 
company's debt:equity ratio is 7:1, 
slightly above average for the industry 
though not considered unstable. But 
industry sources claim Hyundai's in- 
terest payments have been a major 
problem recently. 

"New contracts are necessary just to 
pay off interest," claimed one source, 
who openly wondered how the firm 
would pay dividends to its new owners. 
Others are less gloomy, "Hyundai is 
broadly based and can absorb a lot of 
shock," commented one foreign bank- 
er who specialises in 
the construction in- 
dustry. 

Negotiations те- 
garding the issue of 
HEC shares are still 
under way. Lucky 
Securities has been 
appointed underwri- 
ter, and the shares 
will be issued at a par 
value of Won 500 (62 
US cents) each. 
Hyundai has been 
pushing for a 100% 
premium on the issue, but the Securi- 
ties Supervisory Board (SSB) opposed 
this as too high, particularly in light of 
the current sluggish market. 

Few market watchers expect de- 
mand for the new shares to be anything 
like the massive response there was for 
two recent blue-chip issues, Samsung 
Semiconductor and Telecommunica- 
tions Co., and Daewoo Electronics Co. 
The Samsung issue was  over- 
subscribed 28.5 times. 

According to a source at the SSB, 
90 million shares will be issued at 
Won 500 each, thus totalling Won 25 
billion. This represents a fifth of the 
value of the company (Won 125 billion) 
and more will be sold in later issues ac- 
cording to an unspecified schedule. 
Along with the question of premiums, 
what will happen to the shares owned 
by members of the Chung family and 
the Asan Foundation is still under dis- 
cussion. 

Earlier this year Chung tried to take 
the most profitable side of HEC, steel 
fabrication, out of the company before 
it went public, but the SSB blocked the 
move. When the entire company is 
listed, it will be the largest non-bank- 

ing company on the KSE. п 









running at US$2.8 | 






Honda in top gear 


Honda Motor Co., Japan's top motor- 
cycle maker and fourth-largest car 
manufacturer, saw consolidated in- 
come before tax jump 48.3% to Y136 
billion (US$591 million) for the first 
half ended 31 Aug. Sales rose 12.4% 
to a record ¥1.35 trillion. Strong 
sales of higher-priced cars, three- 
wheeled all-terrain cycles and 
lawnmowers in the United States 
offset lower motorcycle sales. 
Production of cars in Ohio helped 
increase vehicle sales in the US. De- 
creased inventories and the yen's de- 
preciation contributed to the profit 
hike. The company plans to increase 
car production in Ohio to 300,000 
units a year by 1986. —KAZUMIMIYAZAWA 


Gains for Wattie 


Wattie Industries, the diversified 
food group which was the target of a 
controversial takeover attempt by 
NZ Forest Products earlier this year, 
reported a 34% gain in after-tax 
earnings for the year ended 31 July to 
NZ$46.4 million (US$22.5 million). 
Turnover rose 12% to NZ$642 mil- 
lion. Taxes were somewhat higher at 
NZ$9.9 million, against NZ$7.7 mil- 
lion in the previous year. But equity 
income rose from NZ$8.8 million to 
NZ$21.8 million. 

Profits from both the Goodman 
group and Waitaki NZ Refrigerating 
were equity accounted, as was the 
firm's shareholding in NZ Forest 
Products (for eight months). The 
company recently bought the Good- 
man group's 12% stake in NZ Forest, 
which gives it a total 24% stake. 

— COLIN JAMES 


A boost for Brierley 


Wellington-based Brierley Invest- 
ments’ earnings for the year ended 30 
June rose 87% to NZ$45 million 
(US$21.8 million). Brierley made the 
gain despite a rise in taxes from 
NZ$5.1 million to NZ$21.3 million. 
The profit did not include any con- 
tribution from fellow investment 
firm Bunting and Co., which was 
taken over by Brierley earlier this 
year. But it did take the 20% devalua- 
tion of the New Zealand dollar into 
account, even though the accounts 
were closed beforehand. 

A major factor in the higher profit 
was the substantial rise in the earn- 
ings of Australian subsidiary Indus- 
trial Equity. House-builder Neil 
Holdings and the NZ News news- 
paper chain were equity-accounted 
for the first time. The firm also an- 
nounced a 1:5 rights issue to raise 
NZ$66 million, and a 1:5 bonus issue 
on the increased capital. Analysts 
have forecast a profit of NZ$80 mil- 





lion for the current year, and more 
than half is expected to come from 
overseas operations for the first time. 

— UNDA SANDERS 


Depressed yields 


Low metal prices, depressed coal de- 
mand and heavy development costs 
depressed profits at Australian com- 
pany MIM Holdings in the year ended 


30 June. Profit fell to A$27.2 million 
(US$22.6 million) from A$39.2 mil- 


lion the previous year. 
The mining firm's interest bill was 
up to A$112 million from A$69 mil- 


lion, as it shouldered the A$1.2 bil- | . 
lion burden of opening new coal | 
mines at Collinsville, Oaky Creek and 
Newlands. Debt grew to A$1.64 bil- 


lion, of which A$836 million was for 
project finance and A$805.4 million 


for corporate finance, from the previ- | 


ous year's A$1.44 billion. Commit- 


ments for the final stages of the new 
coal mines pushed the company’s | 


gearing to 66.7% from 63%. 
First-quarter figures brought 


shareholders more bad news. The 


company reported a loss of A$14 mil- 
lion against a year-ago profit of A$10 
million. Chairman Bruce Watson said 


higher labour costs and continued | 


low prices for coal, copper, lead, 
silver and zinc were to blame. 
— HAMISH McDONALD 


Thai soars away 


Airline Thai International reported a. 


Baht 944 million (US$41 million) 
pre-tax profit for the nine months 
ended June. In past years the airline's 
fourth-quarter performance has been 
strong, so it seems Thai will see re- 
cord profits for the financial year, 
which ended in September. 

The airline carried about 1.94 mil- 
lion passengers in the nine months, 
up 4.4% from the same period in the 
previous year. Traffic, as measured in 
revenue tonne-km, increased 7% in 
the nine months, while the load factor 
rose from 61.7% to 64.7% over the 
same period. — PAISAL SRICHARATCHANYA 


Shaw shows gains 


Substantial exchange gains and im- 
proved trading results pushed after- 
tax profits of Shaw Brothers (Hong- 
kong) 54.3% higher in the year ended 
March. Profit was HK$103.7 million 
(US$13.29 million) against HK$67.1 
million. The entertainment and 
movie group gave no sales figures. 
The group acquired an 8% stake in 
HK-TVB, а publicly listed local 
broadcasting company, after the end 
of the financial year. It also an- 
nounced a 1:2 bonus issue. Shaw said 
continued growth in both the world 
and Hongkong economies should 
benefit the company. — LIZ CARVER 
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Advances on several fronts - 


L A FEW Asian bourses managed to shake off the torpor of recent weeks during the 
period to 15 Oct. Hongkong led the region with a gain of 3.69%, though analysts warn- 


` ed that no major rally appeared imminent. Taipei fell sharply on investor pessimism 


- about the nation's future economic prospects. Japan saw selective gains with renewed 
interest in pharmaceuticals. But Singapore and Malaysia drifted downwards, with in- 


HONGKONG: Profit-taking and uneasiness 


` about local interest rates dominated the market 


at the start of the period and kept trade technical 


and directionless. Volume was thin throughout 


1 most of the period. Jardine shares began to draw 


` some attention again, after being shunned in re- 


cent weeks on poor earnings news. The Hang 


Seng Index rebounded at the close of the period, 
finishing 35.59 points higher at 999.09. But brok- 


` ers said the market's fundamentals were un- 
changed and no major rally was likely in the 
short term. 


| . TOKYO: Drug companies re-emerged as an 


active sector, with foreign buying helping major 


drug firms’ shares show gains of around 10%. 


The shares of confectionery manufacturer 


Morinaga and Co. remained surprisingly strong 
. despite the spreading campaign of extortion 
- against the company, in which cyanide-laced 
Morinaga products have been planted on super- 


| market shelves. At the close of the period, 


— Morinaga' s share price stood at Y 483 (US$1.95), 
a gain of ¥17. The Nikkei-Dow Jones Average 


р, rose 103.25 points during the period to end at 
10, 780.18. 


` SEOUL: Trade was sluggish, with the index 
` down 1.28 points to 133.16. Prices of blue chips 
- beat a steady retreat but volume rose slightly. A 
_ drop in returns on three-month government bills 
. restored confidence briefly but it did not arrest 
the overall slide. Towards the end of the period 
- the Ministry of Finance announced the extension 
. of a Won 30 billion (US$37.04 million) loan to 
securities firms, which inspired some guarded 


| optimism in the market. Machinery issues fell the 


. furthest, with the electronics sector also losing. 
` Fisheries and textiles fared best. Jeil Wool Tex- 
` tiles had the largest increase, while Samwha 
` Condenser; due to a planned rights offering this 
| month, fell. 


A: Industrials continued their re- 


i Ecord-breakinig run, pushing the All-Industrial 


@ _ Index up 19.3 points over the period to 1,085.3. 


` There were many eager buyers, but few sellers, 


P which kept the trading volume low. Activity 


T centred on stocks involved in real or rumoured 


takeovers, particularly transport issues, Indus- 
` trials offset the gloom which hung over the min- 
ing sector. Resource issues fell early in the 
period, but finished slightly easier. Although 


4 most company reports for the year ended in June 
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are out, brokers feel the industrial surge still has 
some way to go. 


| . NEW ZEALAND: The market rebounded stead- 


ily on higher volume throughout the period. 
Brierley made up some of its losses. The size of its 
rights issue and a growing feeling that other is- 


` sues will follow more than offset the effect of 


some good company results. Short-term interest 


| vestors worried about the forthcoming budget announcement from Malaysia. Rumours 
of a Malaysian dollar devaluation also hit shares in Singapore and Kuala Lumpur. 


rates remained high in anticipation of the Oc- 
tober government stock tender. Good news for 
the stockmarket remained hard to find as an- 
nouncement of the budget nears. 


MANILA: The lifting of foreign-exchange con- 
trols and a mini-devaluation of the peso took 
most favourites past their lows, but failed to 
push up trading volume. Only 156.8 million 
shares worth P15.3 million (US$763,000) 
changed hands, with Philex accounting for al- 
most half. Both A and Bshares managed to finish 
the period above their lows, as did Lepanto A and 
B. Just the same, the mining average was off dur- 
ing the period. A half-peso loss by San Miguel 
undercut the commercial-industrial index by 
1.91 points to 102.16. Oils were sluggish. 


KUALA LUMPUR: Continuing tight liquidity, 


uncertain news from Wall Street, rumours of a 
possible Malaysian dollar devaluation and ap- 
prehension about the 19 Oct. budget announce- 
ment conspired to push the market to its lowest 
point in 18 months. There was a slightly steadier 
note halfway through the period. Fraser's Indus- 
trial Index shed 42.98 points to end at 3,182.50. 
Although the period's turnover picked up to 26.2 
million shares, activity centred on newly listed 
counters such as Malaysian Guarantee Invest- 
ment Corp. and Kumpulan Emas. There was also 
special interest in Ben and Co., the object of take- 
over attention from Brunei-based QAF Hold- 
ings. 


SINGAPORE: Bearish sentiment continued to 
rule the market, with continued worries over the 
slide of the Malaysian dollar and the 19 Oct. 
budget announcement from Malaysia. Fraser's 
Industrial Index fell 36.85 points during the 
period to 4,715.01, with the index falling on all 
trading days. Volume averaged 12.22 million 
units a day, against 9.65 million during the previ- 
ous period. Gains on Wall Street failed to cheer 
up the market. 


BANGKOK: Led by the bearish Siam Citizens 
Corp., the market weakened across the board on 
increased turnover — most of it from the selling 
side. Declines outdistanced advances 19 to 15. At 
the close of the period, the Book Club Index was 
119.68, a 0.49-point loss. Volume totalled Baht 
119.88 million (US$9.97 million) for the period. 


TAIPEI: investors unloaded shares as prices 
dropped throughout the  holiday-shortened 
period. The final plunge pushed the weighted 
price index to 845.62, its lowest point since Feb- 
ruary. Analysts were hard put to explain the 
steep fall, but some attributed the decline to the 
conservative attitude of investors towards the 
economy's future growth prospects. Average 
daily turnover was NT$467 million (US$11.67 
million). 
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Fraser's Industrial Index 
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Change on week -0.78% 
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CHOOSE YOUR PROJECT BANK 
NOT ONLY FOR ITS RESOURCES, BUT FOR 
ITS ABILITY TO ORCHESTRATE 


THEM ON YOUR BEHALE 









concert with our bankers to 
design a proposal which 


A ® There are only a handful 
ھ4‎ | of banks in the world : 
t which have what it takes is perfectly tuned to 


to perform a lead role in project your needs and accu- 

financing. Because very few banks 5 | | 4 rately reflects the risk 

have the finely | . profile of your project. 

tuned financial and j These specialist teams 

technical expertise to within our Merchant Banking 

originate a tailored finan- ^ Group form a Project Finance 

cial proposal, as wellasa < ^ d unit whose professionalism 

capital base large enough to is unexcelled, and whose per- 

make the major loan commitments formance has made 

required for world-scale projects. Bank of Montreal a respected 
At Bank of Montreal, player in the international 

we've compiled an enviable financing community. 

record in international project Their mobility, co-ordi- 

finance, not only because we a С nation and in-depth 

have these resources, but because = | knowledge of strategic 

of our proven ability to orches- markets allows 

trate them professionally in a them to bring a global 


“ы 
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creative risk-sharing arrangement perspective to your specific 
which best fulfills the objectives requirements. 
of both lender and borrower. Contact your 
Bringing into play their Bank of Montreal Account Manager, 
formidable knowledge of or Project Finance, Merchant Bank- 


resource extraction, delivery and 
marketing, our engineers act in 


ing Group, First Canadian Place, 
Toronto, Canada. Telex: 06524041. 
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An airport hotel that’s 
gateway to China? 


Yes, because we delight in 
surprising you with good 
service, food, accommoda- 
tion and a walkway 
connected to the airport 
and your flight to China. 
We even have flight 
information monitors 
throughout the hotel, to 
keep you up-to-date with 

` departure times. 


And the best surprise of 


ай — our rates. They're 
. unexpectedly reasonable. 


REGAL 


MERIDIEN 
AAA AIRPORT HOTEL 


Where you can expect 
the unexpected. 





For information or reservations, contact 
your travel agent, any Air France office, 
Meridien hotel or Regal Meridien 
Airport Hotel Hong Kong, Sa Po Road, 
. Kowloon. Telephone: 3-7180333. 

Telex: 40950 HOMRA HX. 





When it comes to reaching Asia’ S frequent 
business travellers, the Far Eastern Economic 
Review offers you the most mileage. - 


At present most of the world's leading airlines 
with routes in Asia use the Far Eastern Economic 
Review regularly as a primary. advertising 
medium. Why? The answer is simply because 
the Review reaches the highest audience con- 


centration of heavy frequent independent busi- 


ness travellers of any regional publication in Asia 
today. And does it more cost-efficiently. 


If you'd like to know more about our frequent 
business travellers, write on company letterhead 
and we'll be alad to send you a copy of the latest 
1982/83 6 City Media Phase from the INTRA- 
MAR STUDY independently conducted by In- 
ternational Travel Research Institute. The facts 
speak for themselves. You'll see how well- travel- 
led we are. 


Address your inquiries to:— 
Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 


FarEaster nEconomic T 





45q says it all. 
And it tells you a lot about Citizen. 


| . Citizen Exceed-Z 


= weighs an incredible 45 grams—together with its band. 
It is also the thinnest watch in the 5-atomosphere water-resistant category. * 
Everything about the Exceed-Z is a demonstration of Citizen technology at work to combine form 
and function in a supremely fine dress watch, exquisite to look at, sheer comfort to wear. 


The movement measures a tiny 0.98mm, 
and its housing is a case of superhard alloy, itself an elegantly slim 2.88mm. 


CITIZEN QUARTZ +XCEED-7 From The Exclusive Colle IT 


ЕК Ж 
* CITIZE 


- The art and science of timekeeping. 





BOOKS EXTRA 


ART 


Chinas magnet 
for the West 


i 


The Arts of China by Michael Sulli- 


van. University of California Press. 
US$16.95 (paperback). 


sk a Western Sinologist why he 

began the study of China, and he 
will probably refer to his early attrac- 
tion to Chinese art. To the Westerner, 
the spontaneity of Chinese art and the 
“sense of attunement” between man, 
his fellow men and nature that it is 
capable of expressing is a refreshing 
antidote to the formal and intellectual 
preoccupations of his own artistic 
tradition. 

The “revolutionary romanticism” 
characteristic of communist Chinese 
art is often, arguably, an extension of 
this desire to portray man in harmony 
with his greater context. “The figure 
gazing at the waterfall must be no 
longer a dreaming poet, but a surveyor 
or hydraulic engineer,” as Sullivan 
puts it. 


Whether the student of China was | 


Liao dynasty carvings: Indian influence. 


initially attracted by the idyllic qual- 
ities of pre- or post-Liberation art, 
further acquaintance with Chinese 


culture soon destroys any illusions that | 


peace and harmony are an inherent 
quality of the Chinese mind. Many of 
the great works of Chinese literature, 
for example, are filled with a sense of 


chaos and violence that is hard to re- 
concile with the spirit of the visual 
arts. 

Sullivan's book, first published in 
1961 as An Introduction to Chinese Art 
and since revised several times, places 
the history of Chinese art in the con- 
text of other political and intellectual 
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developments. The author has thereby 
ensured that the reader is kept aware 
of the difference between the spirit of 
Chinese art and what is “typically 
Chinese.” 

The book is arranged chronologi- 
cally, beginning with the neolithic era 
and ending with a short chapter on 





in which foreign artistic traditions 
notably Indian, have been assimilated 
and have accrued Chinese characteris- 
tics. 

He also draws attention to the aims 
and peculiarities of Chinese artists as 
distinct from their Western counter- 
parts. He notes, for example, the ten- 





communist China. Sullivan deals with 
all aspects of China's visual arts, in- 
cluding architecture and ceramics, and 
gives a detailed account of the way 


dency of Chinese landscape artists to 
leave large empty spaces. This he as- 
cribes to the reluctance of the Chinese 
painter to make a complete statement. 
The picture is rather a start- 
ing point from which the 
imagination is liberated 
"and set wandering over the 
limitless space of the uni- 
verse." 

In the concluding chap- 
ter, which has been rewrit- 
ten and updated for this 
edition, Sullivan notes, as 
many others have, that the 
lack of artistic freedom in 
communist China is not 
necessarily cause for pes- 
simism, since freedom of 
expression in the Western | student of Chines: 
sense has rarely been a fea- | pleasure from this ! 
ture of Chinese culture. IS accompanied by a wi 

However spurious such | graphs and diagrams, ai 
arguments may seem, both bibliography is appended 
the general reader and the 











Modern art: no cause for pessimism. 
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Qing dynasty painting: the imagination is liberated. 
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LETTER FROM IWAHIG 


t is difficult to imagine this area of 

scattered barrios and rice paddies, 
interspersed with mangrove swamps 
and jungle and surrounded by mist- 
covered mountains, as a jail. 

But Iwahig Prison and Penal Farm, 
15 miles outside Puerto Princesa, the 
main city of the Philippine island of 
Palawan, is one of the world’s oldest 
and largest prisons without bars. 

This unusual institution, run on a 
policy of reformation or correction 
rather than punishment of the of- 
fender and the model for four other 
penal colonies in the Philippines (in 
Davao, Zamboanga, Leyte and Min- 
doro Occidental), was established in 
1904 under the name of Iuhuit Penal 
Settlement and was initially used for 
isolating the worst prisoners in the 
old Bilibid Prison in Manila. In 1907, 
an act was passed to change both the 
name and nature of the colony, estab- 
lishing Iwahig as a place for reforma- 
tion for prisoners of good conduct 
and giving those with “excellent de- 
portment” records the chance to live 
with their families on the farm. 

The majority of the colonists (some 
60%) are engaged in agricultural ac- 
tivities that enable the prison and 
penal farm to be self-sufficient in 
most food products. Rice is the staple 
cereal crop, produced from about 500 
ha of irrigated lowland paddies and 
some upland crops. Corn is produced 
as a supplementary staple food, and 
fruit, vegetables and root crops are 
also grown. The sea, which borders 
the penal farm to the east, provides 
fish and other marine food products 
while even the inner mangrove 
swamps have been developed into 
brackish-water ponds for the culture 
of fish and crustaceans. 

Herds of buffalo and cattle are also 
maintained and, on a limited scale, the 
penal farm is raising horses, goats, 
poultry and pigs. In all of these ac- 
tivities, progressive farming methods 
and mechanisation are used wherever 
possible. An expert on goat raising 
was even called in recently to help es- 
tablish Iwahig’s first major goat farm. 

While most of the products from 
the farm are for the col- 
onys own consump- 
tion, some cash income 
is derived from copra 
(thousands of coconut 
trees were planted in 
Iwahig as early as the 
1920s), corn and salt 
(there are two solar 
saltworks on the farm). 
The colony even contri- 
butes to the tourism in- 
dustry by making 
walking canes, swagger 
sticks, trinkets and fur- 
niture out of hard- 
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woods such as camagong or ebony, 
narra and native mahogany and 
weaving baskets and bags from split 
bamboo or wicker. 

Indeed, on an island which has few 
major tourist sights, Iwahig has be- 
come a tourist attraction in itself. A 
blue jeepney crowded with holiday- 
makers leaves Puerto Princesa for 
Iwahig every morning to allow the 
tourists to enjoy swimming, camping, 
hunting, shell-collecting and scuba 
diving — all within the boundaries of 
the colony. 

As the jeepney enters the gate of 
Iwahig — with no security checks — 
the visitor sees lines of men in the 
fields, stooping to plant rice. In farm- 
lands opposite, men with modern 
tractors are ploughing the muddy 
fields and, in workshops along the 
rough, pitted road to the central zone, 
craftsmen are weaving bamboo and 
rattan into the souvenir items that 
will later go on sale in the prison 
shop. 


here is only one distinguishing 

feature about the workers: their 
clothes. Maximum security prisoners 
wear orange outfits; medium secu- 
rity, blue, and minimum security, 
brown. Even this is deceptive since 
many "orange" or "blue" prisoners 
have been upgraded but have yet to 
receive new outfits. 

When a prisoner arrives at Iwahig 
from the main national prison, he is 
quartered in medium-security com- 
pounds for about six months of orien- 
tation in aspects of "free prison" life. 
After this so-called "quarantine" 
period, he is assigned, according to 
his educational standard, qualifica- 
tions or experience, to the farm's dif- 
ferent sections or projects. 

It is an ordered and well-estab- 
lished system, with opportunities for 
inmates to receive small gratuities 
according to their skill and trust- 
worthiness; opportunities to receive 
training and, for proven "trusties," to 
be assigned roles of responsibility in- 
cluding quasi-police work to help 
maintain security. But inevitably, 


Iwahig prisoners: an unusual institution. 









too, there are limitless opportunities 
to escape. 

"Escapees average about eight a 
month," admits the genial prison 
superintendent, Reynerio Gimpaya. 
"But there's a 80-85% recapture rate. 
Prisoners are easily recognisable in 
the small barrios around Iwahig; the 
villagers themselves often report es- 
capees to the police.” 

Guards at Iwahig keep a low pro- 
file. A total of 115 are employed at a 
ratio of one to 10 maximum-security 
prisoners and at least one to 30 
medium-security inmates. There are 
no women prisoners at Iwahig, no 
first offenders and none sentenced to 
less than four years. Only 150 or so 
have been serving for 10 years or 
more. 

Some inmates, however, never 
leave Iwahig. At the southern end of 
the penal farm, a 1,066-ha tract of 
land called the Tagumpay Settle- 
ment has been set aside as home- 
steads for deserving colonists and 
ex-colonists who want to remain. 
There are about 20 families now liv- 
ing there, each working on a nominal 
six-ha lot, to which they can later 
claim title. 

Some 60 other inmates have won, 
through good behaviour, the right to 
live with their families on the farm 
proper if they wish. A "deserving" 
bachelor or widower can also apply 
to bring in his fiancee to marry and 
live with her, or to court and marry 
the daughter of a fellow-inmate. 
Conjugal visits are freely allowed for 
the other married inmates. 

But not everything is roses down at 
the farm. Gimpaya would like more 
than the present budget of P14 mil- 
lion (US$736,850) a year in order to 
improve basic living conditions for 
the inmates. He is also dismayed at 
the difficulties faced by ex-colonists 
when they try and look for jobs. 

"For farmers it's easy 
enough to go back to the 
land," he says, "but for 
those wanting to work 
in cities, they still find a 
great deal of reluctance 
among employers to 
hire ex-convicts, even 
though they may have 
received better training 
here or higher academic 
qualifications through 
our adult education 
programme than the 
other applicants. " 

— JULIA WILKINSON 
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Sulak's significance 

I am reluctant to take issue with John 
McBeth, whose articles are usually so 
well-informed, but in the case of his re- 
cent piece on the charges against Dr 
Sulak Sivaraksa [20 Sept.], it is clear 
that he is not really familiar with the 
nature and significance of Sulak's 
work. In particular, it is hard to see how 
a man who favours the use of the term 
Siam instead of the Westernised Thai- 
land, because it is less ethno-specific, 


| can be accused of having written "a 


collection of vaguely nationalistic es- 
says" in a volume entitled Siam in 
Crisis. 

Sulak's views on the role of Bud- 
dhism in the context of under-develop- 
ment, and his emphasis on the human, 
unquantifiable aspects of the develop- 
ment process, are particularly impor- 
tant and influential. William Bradley 
wrote in his "Appreciation" to Sulak's 
A Buddhist Vision for Renewing So- 
ciety (1981): "Perhaps even those who 
fear almost any sort of social change in 
Thailand will recognise in Sulak a 
friend rather than a foe, because his 
teachings of moderation, compassion 
and passivity are designed to bring 
badly needed reforms without violence 
and anarchy to a nation that prizes 
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moderation and ri | ordei 
above all other value: 

Although Sulak is an international 
figure, so that it is appropriate for far- 
rang concern about his case to 
pressed, this does not mean that his 
stature in Thailand is insignificant. In 
deed, he has a strong following her 
and is widely respected by a great var- 
iety of people 
Chiang Mai 


Us and Them 


In an article in the ARTS & 
pages [23 Aug.| Prof. Yasuaki Onuma 
Is quoted as saying that “Japan has a 
deep-rooted contempt for other Asians 
.. and still views Asians condescend- 
ingly.” Such a statement from a learn 
ed man will be taken seriously by other 
Asians. It is rather odd. The Japanese 
have contempt for other Asians but 
still they want to earn monev from con- 
temptible Asians by flooding our mal 
kets with their goods 
During the American 
Japan, their emperor, renouncing his 
divinity, said to his subjects: “The ties 
between us and our people 
depend upon mere legends and myths 
are not predicated on the false con 
ception that the Japanese people are 
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now share a certain stvle. 
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R MSOIOCI 





Sydney and Melbourne 
have never seemed so 
close. For now, each city 
boasts a Regent. And 
each of these hotels 
reflects a style and 
elegance only found in 
the other 

The Regent of 
Melbourne and The 
Regent of Sydney 

Hotels for the interna 
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custom-made work. 

These skilled artisans ensure that each 
trunk, suitcase and bag, be it of the classic 
“Monogram” line or the new “Challenge” 
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pation forces who had destroyed that 
myth or was he sincere? There are peo- 
ple who believe he was sincere, but 
many of his subjects today refute that 
statement. Japan is still the land of the 
gods, its people are descended from the 
gods and hence superior to others. 

Penang T. S. HUANG 


Trojan horse 


The Japanese cartoon [TRAVELLER'S 
TALES, 6 Sept.] showing a Japanese 
male first attracted to a “Western 
beauty” but then repelled by her “ten- 
nis ball-textured skin” is clearly a case 
of sour grapes (or sour plums). 

Few Japanese males seem to have 
either the social skills or physical pre- 
sence to attract the interest of Euro- 
pean and North American women. And 
even if they do draw the interest of 
some Western woman, there are prob- 
lems in advancing or continuing the re- 
lationship. One such problem came to 
light in an article I recently read on the 
company that manufactures Trojans, a 
brand of condom with worldwide dis- 
tribution. The article noted in passing 
that Trojans are manufactured in two 
sizes: the standard size for distribution 
to most of the world, and a markedly 
smaller size for sale in Japan. The arti- 
cle tactfully did not elaborate. 

Also, analysing the cartoon from a 
Freudian standpoint, is there some un- 
conscious significance to the last two 
panels, in which the repelled male fon- 
dles and plays with two large balls? 
Ann Arbor, Michigan ‘WESTERN BEAUTY’ 


A place in history 


There are too few letters in the REVIEW 
that give Philippine President Fer- 
dinand Marcos due credit. Consider 
these "achievements": 

» The1984 annual report of the World 
Bank says that of the five large market 
economies in East Asia and the Pacific, 
only in the Philippines did gross na- 
tional product growth plummet from 
6% in the 1970s to "less than 1% in 
1983" — that is, negative growth. That 
takes some doing. Marcos should get 
full credit for this. 

» In the Asean countries, inflation 
averages 4-6%, except in the Philip- 
pines, where it is running at more than 
52%. That, too, requires considerable 
talent. Due recognition should there- 
fore be given to Marcos' administra- 
tion. 

» In all countries of Asia and the 
Pacific, infant mortality rates are 
dropping, except again in the Philip- 
pines. The University of the Philip- 
pines School of Economics notes that 
infant mortality levelled off in the 
early years of the New Society. It is 
now starting to climb. Credit Marcos 
for this too. 

» In all Asean countries, drop-out 
rates in schools are steadily declining, 














significance of this *unique achieve- 
ment" may be appreciated when it is 
seen in the context of other countries. 
Singapore, for example, is driving for 
tertiary education in high technology. 
But Marcos cut allocation for educa- 
tion from 33% of the budget to 23%. 

» In all Asean countries, communist 
insurgency has been run into the 
ground, again except in the Philip- 
pines. As United States State Depart- 
ment testimony before the US Con- 
gress reveals, Philippine communists 
today can make their presence felt in 
roughly one-fifth of the country. This 
means the legacy of the late president 
Ramon Magsaysay — who routed the 
communist movement — has been frit- 
tered away. No mean "achievement" 
that. 

These few examples illustrate that 
Marcos has її made the Philip- 
pines unique. They also point to Mar- 
cos' rightful place in Philippine his- 
tory 


New Delhi R. K. UPADHAYAY 


A matter of interest 


In view of continuing efforts to intro- 
duce Islamic banking, it is interesting 
to record remarks made recently to the 
Arab Bankers' Association in London 
by Robin Leigh-Pemberton, governor 
of the Bank of England, about the pos- 
sibility of granting licences for accept- 
ing deposits in Britain on the basis of 
Islamic banking. 

He said that it was important not to 
risk misleading and confusing the gen- 
eral public by allowing two essentially 
different banking systems to operate in 
parallel and that the Bank of England 
was not legally able to authorise under 
the Banking Act an institution which 
did not take deposits as defined under 
the act. 

A central feature of the British 
banking system as enshrined in the 
legal framework, he said, was the capi- 








most important feature which distin- 
guished the banking sector from other 
segments of the financial system 
Although Islamic banking was, of 
course, a perfectly acceptable mode of 
investment, it did not fall within the 
long-established and well-understood 
definition of what constituted banking 
in Britain, but the Islamic facility 
could possibly be provided within 
other areas of the financial system 
without using a banking name. 
The following deficiencies of the sys- 


tem were also cited by Leigh-Pember- _ 


ton: 


» The practical implementation of Is- 

lamic banking was far from being com- _ 
plete. Many details did not seem to 
have been settled nor had the system - 


been subjected to the test of large-scale 
use in a variety of circumstances. 

» There were numerous supervisory 
problems, including those involved in 
assessing the capital adequacy of an 
institution engaging in essentially cap- 
ital-uncertain transactions. 

These observations are pragmatic 
and need to be considered seriously by 
all concerned in introducing Islamic 
banking. His remarks on the legal re- 
quirements recall a similar legal situa- 
tion which prevailed in Pakistan until 
the end of 1980. Necessary changes in 
Pakistan's banking laws were made by 
the State Bank of Pakistan, before 
banks were allowed to accept deposits 
on the basis of profit and loss sharing 
as from 1 January 1981 

Likewise, in Pakistan, after ! July 
1985, no foreign bank shall be granted 
a licence to operate or to accept depo- 
sits on the basis of interest. But our 
concern for devising a system of Is- 
lamic banking cannot necessarily be 
shared by others, particularly when 
most of the Muslim countries of the 
world are in the grip of a legally sup- 
ported system based on interest. 

Moreover, the governor's observa- 
tions about the deficiency of the new 
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sues. have vee to bo finally set- | cently to big United S 

d that the new system has not 
put to test on a large scale in a 
y of circumstances. 

is exactly this we are attempting. to 
n Pakistan. We want to use the Is- 
ic system on a large scale ina total 
iation. Until it is visibly proved 
rkable in actual operations, there 
uld be no cause of complaint or 
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In fact, 





The United Nations Children's Fund — 


|. With Headquarters in New York and offices throughout | the world, working with developing 
. country governments to. provide disadvantaged children and their mothers with the basic 
services they need to survive and develop seeks 
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the recent takeover of a British com- 
mercial bank by the Bank of England 
itself as a rescue operation, nothing 
seems to guarantee perfectly the 
| cherished goal of the certainty of de- 
positors' capital which Leigh-Pember- 
ton has referred to; by implication, asa 
| plus-point of interest-based banking. 

interest- SG banking is 
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| Polly ‘Toynbee’ s pe 
Daisaku Ikeda {27 Sept. m may Or r may 
not be well A ізет NEY it is 





of шоу popes; ho AYP 

eal and worldly, did not in. themselves 
invalidate the church's teachings or its 
usefulness as an organisation. 

The Soka Gakkai has helped mil- 
lions of people to achieve a sense of 
purpose and commitment in their lives, 
and to come closer to realising their 
full potential as useful members of so- 
ciety. It was a pity that Toynbee's arti- 
cle did not also discuss this more posi- 
tive side of the Soka Gakkai's work — 
largely achieved under Ikeda's leader- 
ship. 


San Fra ncisco. Р 
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Malay supremac yo 
I fully share the views expressed by 
X. ul. Chan: [LETTERS, 4 Oct.]. Prime 
Minister Datuk Seri Mahathir 
Mohamad was viewing the situation as 
a Malay when he wrote The Malay Di- 
lemma. However, since 1969 condi- 
tions in Malaysia have changed so 
dramatically that lam’sure he now has 
more material to produce a new book 
on the “non-Malay dilemma” in Ma- 
laysia. І sincerely hope that he will use 
his wisdom and power to create a.Ma- 
lavsian Malaysia and act as a fair, 
forceful and effective Malaysian prime 
minister. History has reminded us time 
and again that the pursuit of national 
supremacy has brought the world to 
the brink of destruction Equally. the 
pursuit of Malay supr macy in Mal 





VN DM EMEN НИНИН ee eT a DE M M REC N тү т 











lay- 
sia would result in pe petuity of mis- 
trust among the races. | | 
Petaling Jaya ! pe ‘MALAYSIAN’ 


Husaih. -Haqgami 119 тау |а says that the 
seventh anniversary of martial law in 
Pakistan passed without opposition 
demonstrations. In fact, po dem- 
onstrations were held, | 1 


























many and Norway mong other coun- 
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Pages 14-17 
d The long-awaited Agrava report on 
т the assassination of Benigno 
г Aquino is in fact two reports — 
» leaving the affair still in the melting 


“pot. 
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Pages 24-26 

The communist party approves 
sweeping economic reforms in 
"China — a clear signal of the new 
"road the nation is taking. 
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its capital markets and internationalising the yen, 
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ant is the internationalism of Prime Minister 
Yasuhiro Nakasone and the desire of Tokyo's fi- 
nancial bureaucrats to secure more influence for 
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Japan's bigger role will have a profound impact 
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have far-reaching effects on Hongkong and 
Singapore as international financial centres. 


reports, along with Tokyo bureau 


chief Charles Smith and correspondent Teresa Ma. Pages 56-68. 


Cover illustration by Frank Tam. 
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A Hongkong court decision is- 

notable victory for freedom of the 
press — both now and in the fu- 
ture. | 


Page 52 | 
Malaysia’s budget stresses pri 
vate-sector growth but fails to 
tackle the problem of public debt. - 

— 


hd 
à- 


Pages 70-80 , 
Protectionism is a proble 3 
throughout Asia — but some 


countries are beginning to fight 
back. E 
i } 
Page 84 

There may soon be a bank take- - 
over in Hongkong, as Indonesian | 
businessmen put the finishing. à 
touches to a HK$300 million bid. 


- 


J 
D 
» 
IT 






Malaysia on the offensive _ 
Thai exporters fight back 
Hongkong braced for a mounting 
wave — all 
Singapore has few problems . m 3 
Companies: What prce a 











ee 

































Hongkong bank? — _ _ .  __ 84 
goo 0 t1 t 3 
Briefing Exe 10 
Intelligence — 11 
a c I1S2 11 
Travan S TUS —  — ee 
The 5th Column — a 40 
Books. LS ШЕ IL LL — 909798 
ОПО: Lao rod lee P 
Economic Monitor: Philippines — i D A 
Company Results — — — — — —— 85 
Stockmarkets a sae 4 
Prices & Trends —_. ووچا چ‎ 
Backpage Letter: Wangkha  __ 90 











| on security council 
` Thailand won its bid for Asia's 
I United Nations Security 
E Council seat, defeating Mon- 
lia in the 22 October vote. 
the first ballot, Thailand 
—won 99 votes, six short of the 
B ostiis majoritv it needed 
to win the seat, while Mon- 
lia received 54 votes. Thai- 
and finally won the seat on 
the fourth ballot, with 106 
votes to Mongolia s 49. 
I Thailand has come under 
A harsh criticism in recent 
| weeks from Laos. which ac- 
cused Thailand of sending 


E 
ү. 


х troops into three villages 
claimed by Laos on the Thai- 

Lao border. Bangkok admit- 
ted this, arguing that the vil- 
— lages were in Thailand, but it 


m was reported on 21 October 
— that the troops had been with- 
drawn. The border is not 
1 clearly delineated in the area. 

= — A CORRESPONDENT 


E ` USS760 million arms 
— purchases by Taiwan 
The Taiwan Foreign Ministry 
— A announced on 15 October that 
— arms purchases from the Unit- 
— ә ed States would total US$760 
— —million for 1984. A spokesman 
` declined to give any informa- 
— tion on the nature of the 
© — equipment to be obtained, but 
_ it does not include the ad- 
— vanced weaponry Taiwan says 
` Î needs for a strong defence 
against China's presumed ag- 
~ gressive intentions. Foreign 
Minister Chu Fu-sung reiter- 
ated Taiwan's desire to buy 
_ F16 jet fighters, which the 

- US has refused to pro- 
vide. 

— — In a joint Sino-US com- 
— - Munique issued on 17 August 
— — 1982, the US and China placed 
— а ceiling on the quantity and 
‹ quality of US arms sales to 


‘Taiwan. — CARL GOLDSTEIN 
` Pakistani students 
` demonstrate in Sindh 


Disturbances were reported in 
~ several towns in Pakistan's 
—  $Sindh province as students 
held demonstrations to de- 
М mand the release of arrested 
y colleagues. The protests flared 
" up after an armed clash be- 
А tween militant students and 
| paramilitary forces in the 
| western Sindh district of 
ү: Dadu оп 17 October. 

The students, mainly sup- 
| porters of the banned Pakis- 
tan People's Party and the 
Sindhi nationalist Jiey Sindh 


10 


Movement, organised protest 
marches in Karachi, Sukkur. 
Larkana, Badin, Nawabshah 
and other Sindh cities after 
the Dadu incident. The de- 
monstrators clashed with 
police in several places and 
more arrests followed. Mean- 
while, government sources 
confirmed that military per- 
sonnel had been killed by ex- 
tremist students in Sindh a 
week before the 17 October in- 
cident, possibly explaining 
the crackdown on student 
leaders. — HUSAIN HAQQANI 


—— enforces new 
law limiting litigation 
The Malaysian Government 
has brought into force the con- 
troversial and, some critics 
say, hastily drafted Civil 
Amendment Act, which alters 
the legal basis for court 
awards in fatal-accident cases 
(REVIEW, 11 Oct.). Originally 
passed by parliament on 18 
July, the new law went into ef- 
fect from 1 October. The law is 
meant to keep Malaysia from 
becoming an overly litigious 
society, but it is feared the 
amendment тау create 
anomalies in court awards. 

The opposition Democratic 
Action Party claimed it could 
“lead to social problems as de- 
pendents of accident victims 
will be deprived of adequate 
support." The amendment to 
the law prompted speculation 
in August that the country's 
constitutional king might not 
sign the bill. In the event, he 
did, on 7 September. 

— JAMES CLAD 


Thai students to launch 
anti-Japanese campaign 
Bangkok university students 
are planning to launch an 
anti-Japanese campaign short- 
ly to coincide with current 
official efforts to put the 
country on a more equitable 
footing with Japan. In 1972- 
73, Thai students led a series 
of street demonstrations to 
boycott Japanese goods. 
Current official efforts to 
equalise Thai-Japanese rela- 
tions cover such matters as 
bilateral trade, investment 
and financial assistance. Thai 
Deputy Prime Minister Pichai 
Rattakul, head of a recently 
appointed task force in charge 
of restructuring the country’s 
economic ties with Japan, is 
scheduled to visit Tokyo in 
late. December to negotiate 
for, among other things, an 
improvement in Thailand's 
burgeoning trade deficit with 
Japan. 





since 


— PAISAL SRICHARATCHANYA - 


BUSINESS 
Insider trading probe ` 


in Hongkong 

A tribunal headed by a Hong- 
kong High Court judge will be 
set up to investigate possible 
insider trading in Interna- 
tional City Holdings (ICH) 
shares early this year. Hear- 
ings will take place in camera 
but the findings will be pub- 
lished, In July, the Securities 
Commission - asked stock- 
brokers to submit informa- 
tion concerning ICH shares 
traded between 6 January and 
17 February. 

The investigation. was or- 
dered after the Peking-fi- 
nanced Ever Bright Industrial 
Corp. backed out of a HK$1 
billion (US$128.2 million) 


property-purchase agreement 
with ICH. The agreement was 
signed on 23 January but 
neither company at the time 
revealed it was only a prelimi- 





nary agreement, giving Ever 


‘Bright the option to pull out 


within six months- without 
losing its 5% deposit or in- 
terest. 

On 20 October, Financial 
Secretary Sir John Bremridge 
said he had referred the case 
to the tribunal after consider- 
ing a recommendation from 
the Securities Commission. 

— EMILY LAU 


US carmakers call for 


new Japanese quotas 
Three of the four largest Unit- 


‘ed States carmakers — Ford 


Motor Co., Chrysler Corp. and 
American Motors Corp. — 
have asked United States Pre- 
sident Ronald Reagan to pres- 
sure Japan to impose a fifth 
year of “voluntary restraints” 
on car exports to the US. 
Quotas have been in effect 
1981, and the current 
quotas expire in March 1985. 
The US companies and the 
United Auto Workers union 
said thé quotas are needed to 
preserve US jobs. 

Japan is currently restricted 
to 1.85 million cars a year. The 





largest US carmaker, General 
Motors Corp. (GM); opposes 
an extension. GM plans to im- 
port cars from its Japanese 
partners, Isuzu and Suzuki, as 
well as from a joint. venture 
with South Korea's Daewoo 
Motor Co. US officials will 
make no decision until after 
Januarv when the annual sales 
and profit reports of the US 
firms are available. 

— ROBERT MANNING 


Malaysia awards phone- 
upgrading contract 
Malavsia has awarded a five- 


year contract worth M$450 
million (US$186.7 million) to 


ITTs West German sub- 
ѕіаіагу, Standard Elektrik 
Lorenz (SEL), to complete 


the final phase of its tele- 
phone upgrading programme 
(Review, 6 Sept.). Using sub- 
contractors, SEL will install 
radio relay transmitters and 
receivers, optical-fibre sys- 
tems, towers, power genera- 
tors and roads. ITT installed 
Malaysia's first microwave 
system linking Kuala Lumpur. 
Singapore, Ipoh and Penang, 
more than 20 years ago. 

— JAMES CLAD 


үү 
seeks listing 
The Charoen Pokphand group 
— Thailand's only significant 
industrial multinational cor- 
poration — is applying to list 
subsidiary Charoen Pokphand 
Feedmills on the Bangkok 
stockmarket.” The group has 
been operating a large and 
highly successful network.of 
agro-industries in Southeast 
Asia, ranging from animal 
feeds to poultry and pig farm- 
ing. — PAISAL SRICHARATCHANYA 


Second credit agency 
reduces NZ rating 


A second New. York сак. 
rating agency has downgraded 
New Zealand from the top 
AAA slot. Moody's Investors 
Service demoted New Zealand 
to AA on 18 October. Standard 
and Poors lowered New Zea- 
land from AAA to AA-plus in 
1983. | 

Finance Minister Roger 
Douglas blamed the down- 
gradings on the policies of Sir 
Robert, Muldoon’ s govern- 
ment, defeated in the 14 July 
election. Moody's was near to 
announcing a revised eredit 
rating when/the election was 
calledy and}! delayed the revi- 
sion untilthe new government 
could be assessed. Standard 
and Poors is reviewing its rat- 
— COLIN JAMES 
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Mar.), it does not и to reveal? 
its findings. So those who ed 


the transactions which led to the " 


bloated reserves position, in an 
attempt to hide the country’ S 
acute financial difficulties, are 
not likely ever to bep ublicly 
known. One reason the board's 
findings may not be revealed is 
that some people intimately 
familiar with the transactions 
have refused to cooperate with 
the investigation. Some of them 
possess documents which would 
_ implicate senior monetary 
. officials not named in earlier 
. | disclosures. A source said the 
р. documents would be released by 
;these people if the board should 
publicly link their names with the 
case. 


RESTLESS NIGHT IN JAIL 

‘A recent incident in a Burmese 
jail has led some diplomats in 
Rangoon to wonder if two North 
Koreans sentenced to death in 
December 1983 for a bomb 
incident in the capital, in which 
17] MENS South Koreans and 


ин ТНЕ WEEK 









Although Њен Central Bank of he. | 
Philippines’ ] Board han body, | 
Boar : 














| four Burmese were killed. have 


been quietly hanged. On the 
night of 28 September, according 
to a report, prisoners in Insein 


| jail, near Rangoon, carried out a 
noisy demonstration, followed 


the next morning by an unusual 
hush. This suggested to some 
diplomats that the two North 
Koreans had been hanged at 
dawn. While most foreign and 
local observers in the capital 


.| believe the Burmese authorities 
| have spared the two, perhaps 
because they consti tute 


incontrovertible evidence that 
Pyongyang plotted the bomb 
attack, the incident Has raised 
some doubt. 


WHO CUT THE LIGHTS? 


A so-far unreported act of 
sabotage by Karen rebels 
campaigning against the 
Burmese Government plunged 
much of Rangoon into darkness 
for four days in April The - 
Burmese are inured to frequent 
power cuts, but Rangoon 
residents were puzzled by the 
length of the April blackout. 
According to sources close to 
senior government officials, 
saboteurs from the Karen 
National Liberation Army blew 
up a cable Ming from a 
ا‎ > power г plant i in 








CHINA 


The blueprint for the country’ s future 
urban economic policy was announced (20 
Oct.). Representatives of the Dalai Lama | 

"arrived for talks on his possible visit to | 


Tibet next year (21 Oct.). 


А ban on press representatives attend- | 
ing the committal proceedings of the Car- 
rian case was lifted (17 Oct.). Two seamen 
were killed when a missile, apparently | 
fired by an Iranian aircraft, hit a Hong- 


kong ship in the Gulf (19 Oct.). 
INDIA 


Punjab's capital Chandigarh was lifted 
(17 Ось). 
merged to launch а new political party (21 


Oct.). Paramilitary forces were sent to the 


Sikh holy city of Amritsar to head off vio- 
lence between Sikh factions (23Oct) — 


JAPAN 
Japan decided to lift sanctions imposed 
оп North Korea following the 1983 Ran- 
goon bomb attack on South Korean minis- 
| ters, Foreign- 
Qet). 4 












PAKISTAN - 


A six-month ban on public meetings in 


Several opposition groups 






Ante долан оН protests 
Sindh for the fourth day as students dem- 

onstrated against the killing of at least 

five of their colleagues. Explosions rocked - 
the Sindh town of'Dadu on the eve of a 

ш сше P students (22 Oct.). 


flix cd sources said (23 hee The Ni 


LAOS 


Laos sent hund: eds of people into three 
disputed villages on the Thai border fol- 


lowing withdrawal of Thai troops, the 


is aud Post reported (21 Oct.). 


Parliament réjected à motion by the op- 


position for a royal commission of i inquiry 
into bad. 
subsidia 


loans made by the Hongkong 
y of f Bank Bumiputra (18 Oct.). 






Author ‘ities doad daa two univer- 


sities in Sindh after a gun battle between 
students and police, a government state- 
ment said (17 Oct.). Opposition politician 
tory ats Mustafa Jatoi was freed by mili- 


ionths of deten- 
said (18 Oct.). 
erupted in 
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Kay ah state, about 400 km 

northeast of Rangoon. to the 
capital. Rangoon relies 
precariously on the one line, | 
which has a maximum capacity - 





F Pene ‘Deputy Foreign Minis 
Jean-Michel Baylet will sper 
two days in. Malay sia, D 
on 2 November. His stay i 
Lumpur is being trea 
private visit but if is ik 
е briefed on current Fr 
Malaysian issues. Of immed 
importance to the French is 
decision on whether to pr 
with a pul p-and-paper-mill 
| project in Kelantan at a cost: 
about M$! billion (US$413 — 
million). Under an arrangers 
giving them first option t 3 
the facility, the French fur 
the project 's feasibili ty stu 
offered US$100 million cre 
Several well-informed offic 
believe the i oject willbe ' 
approved — but not until t 
the general election, whic! 
be held before April 1987." 
project could have consid 
electoral impact in Kel 
where the opposition Parti 
once ruled and where it ha: 
Dl eeu REY active, 








Makati to call for a plebisciteont 
thata military cons; 
for the murder of Be nign 
four other members of the fi 
gating the killing n: amed M 
chief of staff Gen. Fabian Ver as one 
people involved. One per son di 
hundreds were arrested during an 
wide transport st о officials ва 
Oct.) 


ways of easing te s 
and Tamils (27 O 
raided à courthouse i | 3 
and. grabbed trial documents 
dence, poe said (21 Oct} Th 
died and at least 10 were in nk 
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These days, telecommunications is very - 
big business — in fact, one of the fastest- 
growing industries of the world. Tele- 
communications has bred or attracted as 
suppliers some of the largest companies 

that have ever existed. 

‘There’s nothing inherently sinister in 
this. In fact, only very big companies could» 
possibly afford the huge investment that — . 
the development of telephone systems > 
requires. 

The difficulty comes ‘when a company 
of this size becomes inwarddooking, | 
attributing its size to its excellence rather 
than to its ownership rge 
market. And most major telecommunica- 
tions suppliers do have large captive home 
























markets... i 
The understanding giant 
Ericssoniscertainlyoneofthe world'slargest 


manufacturers of telephone systems. | 
Worldwide, the Group employs over 
70,000 people, working in over 80 
countries ^ 0€ Od SED. de 
But its one of the few: major 
manufacturers not to enjoy a large captive 
market. (Even our modestly-sized Swedish: 
home market is epen to competition.) 
This has meant that Ericsson 
products and attitudes have had to stay 
very sensitive indeed to the. needs of client 
networks. © X E х. | 
And dos attitudes are at the root of 
| Ericsson's AXE telephone-switching 
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AXE - for every Administration 
The companies who own or operate public 
telephone networks are usually known as 
the Adminstrations. 

But there's no such thing as a typical 
telephone network. Each one has its own 
requirements and problems. One network's 
priorities may be the provision of a basic 
service to as many people as possible. 
Another may wish to offer more 
sophisticated services to business and 


private subscribers. A third might be 
preparing to go digital with its network. 





What makes A XE uniquely 
adaptable to the needs of Administrations 
all over the world is its structure. That 
structure is a collection of building blocks - 
which allows us to tailor-make telephone- 
switching systems. 

Each module is absolutely self- 
contained, so any module and its functions 
can be added, subtracted or moved about 
cheaply and easily. In other systems, the 
functions are interrelated ~ spread about 
or distributed through the system — so that 
a change to one function can cause 'knock- 
on’ complications through the system. 
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Why number 
crunchers won't work 


In terms of hardware, a modern exchange is 
only as good as its processing power Because 
of the cost advantages, many manufacturers 
have tried to use versions of standard 
commercial computers and processing devices. 
These attempts have been unsuccessful, 
simply because commercial processors are 
designed to meet totally different criteria. They 
are orientated towards logic and calculation, 
whereas a telecommunications computer must 
be orientated towards time - that is, the prime 
consideration is handling large amounts of 
data in very precisely defined time slots. 

For this reason Ericsson invests heavily in 
computer research. The culmination of 
Ericsson's research is the APZ 212 computer, 
which effectively increases the capacity of an 
AXE exchange six times, while occupying 
only 20% of volume of its predecessor. 





Hand-in-hand into the future 


Naturally, such a structure makes it a lot 
easier to get precisely the system an 
Administration needs: right size, right 
functions, right priorities. And it's not 
surprising that so many Administrations 
have tended to choose Ericsson with its 
unique box of clever AXE bricks. (There 
are over 10 million AXE lines in service 
or on order in 55 countries.) 

That choice is often made to meet a 
very specific and immediate brief. But 
knowingly or unknowingly, an 
Administration that chooses A XE for 
today is also well prepared for anything 
the future may bring. The modular 


Ihe digital revolution 


For their internal calculations and for 
communications, computers translate 
everything into a binary code which has only 
two values: 1 and 0. 

Although the system sounds unwieldy, 
in fact, it allows iriformation to be 
transmitted at enormous speeds. A single 
low-voltage pulse represents the 1 — its 
absence represents О, Each | or is one ‘bit’. 

Even the human voice can be translated 
into this pulse code for transmission along 
telephone lines, before being decoded as 
normal speech, 

By interleaving different encoded 








monopo 


conversations along the same telephone 
wires, the capacity of a network can be vastly 
increased without laying more cables. 

Before passing through a conventional 
mechanical exchange, digital transmissions 
have to be decoded — which is expensive. 
But if a digital switching system is used with 
digital transmission, then large savings can 
be made. . 

And even larger savings can be made by 
replacing conventional cable with fibre-optic 
cable, which can carry several thousand 
simultaneous conversations. 





structure of AXE means that new 
technology, new applications, new services 
can be absorbed without any disturbance 
at all to the existing structure. 


Telecommunications is no place 


for big shots 
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The building-blocks structure of AXE 
exists because it makes it easy for an 
Administration to meet its own objectives. 
It succeeds because Ericsson supports it 
with big-company resources. 

And an Administration's objective, 
after all, is to reflect its subscribers’ main 
desires. 4 
Your desires. 


Who's afraid of the ISDN 


Telephone networks all over the world are _ 
considering the problems and opportunities. 
presented by the concept of the Integrated _ 
Services Digital Network. | 
This network will handle services whic 
can be transmitted in digital form = which, 
these days, includes speech. re 
As well as speech, these services include 
facsimile transmission, nationwide paging, - 
mobile telephony, data transmission (direct 
communication between, and access O, 
computers), credit card and banking 
functions, videotex, and many others. 
Such services already exist, of course, 
But often they use separate lines and к 
switching services, which increases their cost - 
and complexity and makes widespread 
implementation of the services difficult, 
AXE was designed with the ISDNin | 
mind. It is structured for ISDN, and with — | 
Ericsson's new APZ 212 supercomputer, it _ 
can handle the increased traffic. Any user of 
an AXE system with a digital group switch - 
has the basis of a successful ISDN already in 
position. l 

























































Get the facts on your future 


The specification of its telephone 
switching system is fundamental to any 
country’s future telecommunications = and 
to its business prosperity. A great many 
developments in Дете асе аге - 
taking place right now which should affec 
that specification. If you'd like to know 
more about them, just complete and post 
the coupon. Р. 
Take your own giant stride towards — 
understanding a key area of technology, _ 


ERICSSON 


| To: Telefonaktiebolaget LM Ericsson, Й 


Public Telecommunications Division, 5688 
S-126 25, Stockholm, Sweden. 
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| Please tell me more about AXE. 
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| ‘Marcos receives Agrava's report; Ver: defusing the situation. 
After months of waiting, the Agrava board leaves Marcos a loophole 





By Guy Sacerdoti in Manila 


he delivery of two, rather than 
1 one, Agrava reports on the 
assassination of Philippine oppo- 
sition leader Benigno Aquino, differ- 
ing over the measure of responsibility 
thetop military leadership in the coun- 
try has to carry, looked at first as if it 
would give President Ferdinand Mar- 
cos an unexpected amount of latitude 
in dealing with the situation. 

In the event, Marcos may not have 
needed much latitude. Within 24 hours 
of the release of the first report, Gen. 
Fabian Ver, a central figure in the af- 
fair, had stood down as chief of staff of 
the armed forces pending the trial of 
military men implicated in a con- 
spiracy to kill Aquino, his place being 
taken by his widely respected deputy. 
Lieut-Gen. Fidel Ramos 

And though Marcos still had to de- 
cide what action to take on charges 
levelled against Ver and other military 





men in the majority report of the Ag- | 


rava board, Ver's decision helped de- 
fuse a situation which could have 
grown increasingly volatile had Mar- 
cos declined to move against the armed 
forces chief, a distant relative of the 
president and one of his most powerful 
supporters. 

After months of testimony, leaks and 
delays, in the end the two reports draw 
such significantly different conclu- 
sions from identical evidence that the 
final verdict over who was ultimately 
responsible for the 21 August 1983 air- 
port murder remains a long way off. 

The confusion will not be decreased 
by the fact that the minority one- 


14 








woman dissenting opinion, not im- 
plicating Ver, came from the board of 
inquirys chairman, former judge 
Corazon Agrava, while the majority 
four-man version which accused the 
chief of staff of at least complicity in a 
cover-up, does not carry the Agrava 
imprimatur. Marcos immediately ac- 
cepted Agrava's own report as if it 
were that of the board, setting the 
scene for limitless argument over 
which report is the authoritative ver- 
sion. 

With the board's separate findings 
now published, the onus on investigat- 
ing and indicting the alleged perpe- 
trators moves to the courts, specifi- 
cally the anti-graft and corruption 
Sandiganbayan (REVIEW, 25 Oct.), 
where the findings themselves could be 
investigated before charges are even 
filed, Marcos said on receiving the first 
report 

The two reports, submitted to Mar- 
cos on 23 and 24 October, did at least 
agree on the basic conclusion that 
Rolando Galman, whom the govern- 
ment claimed was a hired assassin of 
the Communist Party of the Philip- 
pines and killed Aquino on the airport 
tarmac seconds after he disembarked 
in the custody of military escorts, 
could not have done so. 

Both reports say one of the five es- 
corts bringing Aquino down to a wait- 
ing van on the tarmac shot Aquino on 
the service stairs leading from the air- 
bridge connecting the terminal to the 
aircraft. More importantly, they both 
point to a military' conspiracy to kill 


Manila's hung jury 


the ex-senator as he returned home 
from three years of self-exile in the 
United States. 

But this is where the reports part 
ways. Agrava's minority report, which 
was submitted to Marcos on 23 Oc- 
tober, limits the alleged conspiracy to 
seven military men — Aquino's mili- 
tary escorts and Aviation Security 
Command (Avsecom) chief Brig.-Gen. 
Luther Custodio, who devised Plan 
Bravo, the operation to secure Aquino 
upon his return. 

The report by the four men on the 
board — Dante Santos, a businessman, 
Luciano Salazar and Amado Dizon, 
both lawyers, and Ernesto Herrera, a 
trade unionist — recommends pros- 
ecution of 25 military personnel, in- 
cluding Ver, and one civilian, who 
were, it says, involved in a far more 
widespread conspiracy. 

Ver's evidence before the board — 
and the 21 incongruities found in that 
evidence by the legal panel assisting 
the board — is a major point of depar- 
ture for those who compiled the major- 
ity report and Agrava. 


he majority report of the board, 

| while emphatic in its assertion 
that Ver was linked with the as- 
sassination plot, makes two appa- 
rently contradictory statements of 
Ver's culpability. On page 440, the re- 
port states: "We are also satisfied that 
the evidence proves the complicity of 
General Fabian C Ver in this tragic af- 
fair, in attempting . . . to cover up the 
crime, or hide the corpus or effects of 
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the crime.” Yet on page 454, Ver is in- 
cluded in the list of 25 military person- 
nel and one civilian with the much 
more dramatic charge of being “indict- 
able for the premeditated killing of 
senator Benigno S. Aquino Jr and 
Rolando Galman.” 

Without defining precisely how the 
jump is made from complicity in a 
cover-up to premeditated killing, the 
majority report draws on Article 19 of 
the revised penal code. This defines an 
accessory (to a conspiracy to murder in 
this case) as one who knows of the 
crime even without participating, but 
"takes part subsequent to its commis- 
sion ... by concealing or destroying the 
body of the crime... in order to prevent 
its discovery.” 

In her separate report, Agrava 
argues against calling Ver an accessory 
by saying there is “no longer any pos- 
sibility for anyone to conceal or 
destroy the body of the crime,” because 
the assassination was known to all. 
While allowing that parts of Ver's evi- 
dence could always be challenged, Ag- 
rava argues that misstatements attri- 
buted to Ver "cannot make him a plot- 
ter unless those misstatements are di- 
rectly connected with the assassina- 
tion plot." 

The 454-page majority report also 
recommends prosecution of Maj.-Gen. 
Prospero Olivas, commander of the 
Metropolitan ‘Command, charged by 
Marcos on the day of the murder with 
the task of investigating the assassina- 
tion. Olivas was instrumental in prop- 
agating the government's version of 
events, and thus is alleged to have been 
primarily responsible for the military 
cover-up of the crime. The report also 
mentions Ауѕесот personnel and 
others who perjured themselves during 
the board hearings. 

Significantly, the majority report 
mentions Col. Vicente Tigas, a media 
representative, for , the, Presidential 
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Security Command, as a part of the 
conspiracy for allegedly keeping jour- 
nalists and photographers from posi- 
tioning themselves anywhere where 
they might view the service stairs. 
Tigas' inclusion represented the only 
direct link to the presidential palace. 
In addition, the report deals with the 
murder of Galman who, if one of the 
escorts did kill Aquino, was nothing 
more than a human prop to protect the 
actual assassin. 

In contrast, Agrava's much smaller 
121-page version does not deal with a 
military cover-up at all, though she 
implies there was one; does not recom- 
mend any prosecutions for perjury, 
though she says numerous “misstate- 
ments” were made; does not refer to 
any motive for launching the conspi- 
racy, and does not deal with the ques- 
tion of who — if Galman did not kill 
Aquino — murdered Galman. 


ollowing the two-month delay in 
ЁЁ: final release of the board's 

findings, the actual submission of 
the two reports to Marcos (with their 
release to the public immediately af- 
terwards) was surprisingly sudden and 
uncoordinated. The reason, board 
sources said, was the split itself, and a 
fear among board members of possible 
retribution from certain sectors of the 
military. 

The split between Agrava and the 
others became more apparent during 
deliberations within the board once 
the final hearings were completed on 
20 August. After General Counsel 
Andre Narvasa, who led the question- 
ing during most of the 120 hearings 
held after the board first convened on 3 
November 1983, had gone over the vol- 
uminous evidence and testimony with 
the board, the four other members 
asked Agrava herself to prepare a re- 
port. 

Her draft, which was limited in 


scope, paled against the 479-page 
memorandum submitted by Narvasa's 
legal panel on 2 October which, though 
written in a breezy stvle, has been 
widely complimented on its thorough- 
ness and evaluation of frequently con- 
flicting evidence 

The four argued fiercely that con- 
tradictions in testimony, and in some 
cases direct lies, pointed to a conspi- 
racy which could not have stopped at 
Custodio. Avsecom, as a special com- 
mand, is under the direct command of 
Ver. And because of discrepancies in 
Ver's testimony the longest before 
the board, filling 479 pages of short- 
hand notes — they stood fast on his 
role in, if not the conspiracy itself, at 
least complicity ir the alleged cover- 
up of the assassination. 

As Agrava said in her report, "the 
chairman could not conform to [the] 
proposition" of Ver's complicity in the 
affair. All agreed the four should pre- 
pare their own report. But as a much 
more aggressive and ambitious effort 
— evaluating a plethora of theories on 
motives for the killing (one concluding 
that "the conspiracy to assassinate 
Aquino is an act of tragic irresponsi- 
bility inspired by absolute power") 
and taking apart military testimony in 
detail — the composition of the major- 
ity report consumed far more time than 
was originally projected 

On top of that, the majority board 
members gradually became afraid of 
possible violent reactions by those 
whom they would name in their report, 
sources say, to the extent that at one 
point all four were planning to leave 
the country immediately after their 
findings were published 

Agrava had agreed that the two re- 
ports should be issued simultaneously, 
but when the agreed date for issuing 
the reports — 23 October — arrived, 
the four said they needed another day. 
Agrava had already set her appoint- 
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e the for bat he 
- the Manila suburb of Paranaque, Mar- 
_ соз received Agrava's report with the 
pomp and circumstance appropriate 
_ for the entire board's report. In a letter 
he immediately sent to Minister of Jus- 
— tice Estilito Mendoza, Marcos cited 
— Agrava’s limited report as grounds 
— “for immediate and appropriate trial, 
— and if necessary preliminary investi- 
—— gation” via the Sandiganbayan, with 
— the ombudsman-like Tanodbayan act- 
— ing as prosecutor. 
le He also mentioned that the decision 
| to prosecute through the graft and 
АЗ anti-corruption court he activated in 
- 1978 was taken “in recognition... ofa 
| preference expressed to me by the pen- 
— ral staff of the armed forces." 
"n Marcos emphasised that while he 
_ was aware of “thorny controversies 
e — and breaches of confidentiality that 
(s have marked the final writing of the 
5 report,” the legal process to which the 

— findings would be subjected would 
a bring about the “ultimate resolution” 
. of the murder. With his response calcu- 
lated to coincide with the issuance of 
- Agrava's less damning report, foreign 
overnments, particularly the United 
les, may be disappointed with the 
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| 8 By Guy Sacerdoti іп Manila 


enior military and government of- 

ФӘ ficials in the administration of Pre- 
| sident Ferdinand Marcos continued 
their unsuccessful efforts to influence 

- the outcome of the Agrava board's in- 

_ vestigation into the August 1983 assas- 

- sination of opposition leader Benigno 

_ Aquino through the board's final days 


_ of deliberation. 
Fs. The officials sought to influence the 
I beard's findings on three critical 


к points: whether to implicate by name 
E. and recommend prosecution of armed 
forces chief of staff Gen. Fabian Ver 
for his role in an alleged military con- 
~ spiracy; whether to implicate by name 
—— Presidential Security Command Col 
| Vicente Tigas in the assassination, 
— which would broaden the alleged con- 
spiracy beyond the Aviation Security 
ommand (Avsecom) which is respon- 
sible for:security at the airport where 
—— "Aquino was killed, and whether to give 
` credit to the secret testimony of Philip- 
pine Airlines (PAL) mechanic Celso 
Loterinia, who told the board he saw 
the shot fired which killed Aquino. 

Of the three areas, the most critical 
involved Loterinia, who was standing 
near the nose of the China Air Lines 
aircraft which brought Aquino home. 
Loterinia, who testified in January 
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“Outfianked by justice 


gay and government officials fail in their attempt to 
` influence the outcome of the Agrava board's investigation 
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The split in the boat : i's 4 
findings appears, at least 
initially, to allow Marcos 
to take a relatively soft 
attitude towards the re- 
ports. In a much publi- 
cised memorandum to 
Ver, Marcos merely in- 
structed that the six 
military men on the ser- 
vice stairs at the time of 
the assassination, along 
with Custodio, should be 
confined to barracks and 
suspended from military 
duties. This was a mere 
exlension of an order 
Marcos issued immediately following 
the murder. 

There was no immediate indication 
of whether Marcos would do the same 
for the 19 others mentioned in the 
majority report. 

As for the military itself, an early 
statement from Custodio after the re- 
lease of Agrava's report pleaded inno- 
cence. "God knows my men and 1 are 
without guilt in this crime — and there 
is factual evidence to back us up. It can 
only be by disregarding this evidence 
that the board has come to recommend 





that he fainted after hearing the first 
shot, was recalled by the board on 19 
July after another PAL mechanic, 
Ruben Regalado, testified in the Unit- 
ed States that Loterinia had witnessed 
the assassination. Regalado fled to the 
US after the killing. 

During his second appearance be- 
fore the board Loterinia, who "was so 
frightened that he had to stop a few 
times in the course of his testimony to 
retch and regain his composure," a 
leaked memorandum of the board's 
legal panel states, told the board that 
after hearing the sound of running feet 
on the aircraft's service stairs he 
looked around and saw Aquino with 
his military escorts at about the fourth 
step from the bottom of the stairs. 

He said he then saw a gun appear 
and fire into the back of Aquino's head, 
but he was not able to identify who 
held the gun because his view was par- 
tially obstructed. 

The testimony, which was ques- 
tioned in detail by the board during a 
secret afternoon session, debunked the 
military's initial finding that Aquino 
was shot on the tarmac by Rolando 
Galman, whom the military claimed 
had been hired to do the job by the 
communists. Galman was shot dead by 





trés dos "the T 1 j43 con. 
stitution but only acti- 
vated by Marcos in 1978, 
has not had much experi- 
ence in trying any major 
cases to date. Marcos 
chose the anti-corrup- 
tion graft court as a 
venue for the impend- 
ing trials — mainly due 
to the lack of alterna- © 
tives. 

The other choices 
would have been to file 
charges in the Pasay City 
court under whose juris- 
diction the airport falls ` 
or to convene a special military court 
martial. The Pasay City court is: 
thought to have been ruled out due to a ' 
history of bogged down cases. A mili- ' 
tary court, even with respected officers Î 
in charge, could leave the trial open to è 
public criticism. l 

Ver said after Marcos accepted his 
temporary leave of absence that һе” 
stood by his innocence. Olivas, who , 
was also named in the board's majority 
report, is expected to request a similar © 
leave of absence until the trials are' 


over. Uu 









Avsecom personnel immediately after 
Aquino fell to the tarmac. 

On 17 October a letter addressed to the 
Agrava board signed by Loterinia, say- 
ing he was withdrawing his testimony, 
was leaked to the media. Loterinia said 
in the letter that he was recanting be+ 
cause the board had broken its word tõ’ 
keep his identity secret until its final 
report was made public. He also said 
the board had broken à promise to fly 
him and his family out of the country to 
the US. The letter, dated 12 October) 
said Loterinia had acted after learning 
that his name had been made public in 
leaks to the press of the board's eg 
panel's memorandum. 


n an interview on 12 October 

Loterinia told the REVIEW that the 
memorandum was accurate and he 
confirmed the main points of his secret 
testimony. “What I saw that day will 
always be in my mind,” Loterinia said, 
adding: “No one can ever make that go 
away.” While he expressed annoyance 
at the board for leaking the memoran- 
dum, he stressed then that he would 
not follow Regalado's example by 
leaving the country. He said he had no 
desire to go to the US because all of his 
family and relatives were in the Philip- 
pines. 

Loterinia said that when he was 
summoned by the board in July, he ag- 
reed to appear because he wanted to 
deny what Regalado had said about 
him. He said he and Regalado had had 
a "pact" not to divulge what he had 
seen. But he said all five board mem- 
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The two Agrava board reports differ most in their attitude 
to the possible involvement of Gen. Fabian Ver 


he most obvious difference between 

the two Agrava board reports is 
that while the majority report con- 
cludes that armed forces chief of staff 
Gen. Fabian Ver is “indictable for the 
premeditated killing” of Benigno 
Aquino, board chairman Corazon Ag- 
rava's minority report does not accuse 
him. 

The styles of the two reports vary 
greatly as well. Where Agrava's own 
report simply outlines facts with sim- 
ple reasoning, the report of the four 
other members attacks outright the 
military and government's version that 
Rolando Galman, allegedly a hired 
guman working for the Communist 
Party of the Philippines, darted sud- 
denly out from behind the service 
stairway descending from the air- 
bridge connecting the terminal to 
Aquino's China Air Lines flight to 
shoot one bullet from a .357 magnum 
handgun point-blank under and be- 
hind Aquino's left ear. 


bers had been sympathetic to his di- 
lemma and, as Loterinia explained, 
“finally convinced me it was for my 
own protection to tell the truth.” 

He added: “I never thought they 
would get the truth out of me.” 
Loterinia implied that both Regalado 
and, especially, Ramon Balang, 
another PAL mechanic and Loterinia's 
close friend, whose testimony to the 
board indicated that Galman could not 
have shot Aquino, probably saw more 
than they testified to seeing. 

It appears that Loterinia's letter re- 
canting his testimony was written on 
13, not 12, October. On 13 October, the 
day after Loterinia reaffirmed his July 
testimony in the interview, he went to 
the office of Virgelio Abejo, the gov- 
ernment lawyer assigned to him by 
presidential assistant for legal affairs 
Manuel Lazaro, where the phrasing of 
the letter was worked out. 

Abejo, who has confirmed he helped 
Loterinia write the letter, is a lawyer 
for the office of the Government Cor- 
porate Counsel. (GCC) and was as- 
signed to represent Loterinia before 
his first appearance before the board 
in January. The GCC reported in a 
memorandum to the Agrava board on 6 
August that it had concluded from the 
board's evidence that Galman shot 


Aquino. 
Between 13 and 21 October, when a 
government . reporter interviewed 


Loterinia on national TV, Loterinia 
did not return home, according to his 
sister-in-law. He apparently had taken 
a three-day leave of absence from his 
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Agrava submitted a 121-page report 
which in essence traces a chronological 
series of events surmised from avail- 
able evidence to the board, which 
states what can be deduced as fact 
about Aquino's return: the military's 
plans to protect him, the events inside 
the aircraft, the walk through the 
docking airbridge and down the ser- 
vice stairway where Aquino was shot. 
Little contradictory evidence is pre- 
sented except in the 16-page section 
devoted to her conclusions. 

There, she deals with the most sa- 
lient evidence available to support her 
contention that Aquino could not have 
been killed by Galman, as the military 
investigation and seven witnesses (six 
military personnel in the immediate 
area and one civilian in the cockpit of a 
nearby Brunei Airways plane) 
claimed. 

For example, she states that six civi- 
lian witnesses who testified that 
Aquino was still on the steps at the 





job. His whereabouts during most of 
that time could not be ascertained, 
Loterinia returned to Abejo's office 
on 16 October, according to a GCC 
lawyer, who remembers seeing him in 


Abejo's office. That was the same 
morning Abejo. phoned -Rodolfo 
Jimenez, a lawyer who represented 
Avsecom during the Agrava hearings. 
Jimenez told the REVIEW he went to 
Manila's Ermita district, where the 
GCC office building is located, on 16 
October to obtain Loterinia's confirm- 
ation that the signature on the letter 
was his. Jimenez declined to say 
exactly where the meeting was held. 
Jimenez said that after satisfying 
himself that the Jetter was authentic, 





time the first shot was fired are cr 


ble a as Phere i is no cause to suspect . 
that any of them,had ulterior motives 
to tell an untruth.” 

She adds that the copper jacket of 
the alleged fatal bullet, found near the 
foot of the stairs, had to have come 
from a gun fired on the service ramp. 
She said sound tracks of video-tapes 
made of Aquino leaving the airbridge 
and descending the service stairs until 
the fatal shot was fired. indicated that 
Aquino and his escort party were 
descending for about 10-11 seconds 
before he was killed 

She corroborates this with reference 
to the board's own re-enactment of the 
descent and to two Aviation Security 
Command (Avsecom) members of the 
escort party who testified that it took 
"more or less, L0,seconds” from the 
time they saw Aquino leave the air- 
bridge door to the time thev heard the 
shot. 

One escort holding Aquino, Sgt Ar- 
nulfo de Mesa, said Galman's "aiming 
arm touched his right shoulder." Ag- 
rava surmises,that if Aquino had been 
on the tarmac when the shot rang out, 
de Mesa could not have been touched 
as he would have been abreast of 
Aquino, and thus the gunman could 
not have shot Aquino in the back of the 





he contacted the Presidential Security 
Command's legal affairs chief, Col 
Balbino Diego. On the following after- 
noon, 17 October, Loterinia's letter 
was delivered to the Agrava board by 
Diego's driver. 


he board's reaction was sharp. In'à 

tersely worded press statement is- 
sued on 17 October, the board dismissed 
Loterinia's retraction as “a desperate 
attempt by some quarters to discredit 
the.board and its findings.” The board 
expressed its concern about 
Loterinia’s whereabouts by "appeal- 
ing to whoever is trying to use 
Loterinia, not to harass or to harm him. 
Let us put a stop to all this," the board 
said. 

The government has played up 
Loterinia's letter almost daily since it 
was received bv the board. And 
Loterinia, in his TV interview, con- 
firmed that he had signed it and that he 
was annoyed that the board had not 
kept his testimony secret. However, he 
did not say anything in the TV inter- 
view. that indicated his secret tes- 
timony was inaccurate. He only said 
publicly that he had decided “to play.it 
safe — just that.’ 

But the letter will surely complicate 
any legal proceedings the Agrava 
board may recommend against persons 
named as conspirators in its reports: 
For Loterinia, who told the REVIEW he 
merely wanted to be. allowed to live 
peacefully, being in the wrong place at 
the wrong time on 21 August 1983 may 
have shattered.that dream. 
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someone like Aquino when Ver himself 
said "a voluminous photographic re- 






With that, Agrava states that "with 
the finding that Senator Aquino was 
shot on the service stairs, all testimony 
that Galman had shot him has to be re- 
jected.” 

The majority report looks at the 
question of what happened at the time 
of the shooting far more agressively, 
relying as much on the “hard evi- 
dence” of photographs, which chief 


— counsel Andre Narvasa placed in a 
_ photographic chronology of the assas- 


sination to break down the military 
testimony. The four-man report says 
these “physical facts . . . give [the] lie to 


— the troopers’ tale of the gunning down 


of Aquino and Galman in a manner 
that cannot be made any more cer- 
tain.” 

The four-man report emphasises 


_ that the military's investigation is 
_ based on all 23 shots happening at 
` once, while in fact there were three 
= Clear sets of gunfire: the first shot 


which killed Aquino, four more which 


— — killed Galman and, after 17 seconds, 





another burst in which the exact 


— number of shots cannot be counted, 


given the quality of the sound tracks of 


| the video-tapes. 


` The report cites photographs depict- 


ing the “total inactivity, complete 
— motionlessness in and around the Av- 
` secom van" where a team of soldiers 


were stationed, ostensibly to help 


- Aquino into the van which was to take 


him to an army camp, while both Gal- 
man and Aquino's bodies were already 
on the tarmac. 

The majority report uses photo- 
graphic evidence to show, for example, 
that the soldier who said he was the 
first out of the van and first to shoot 
Galman was not, in fact, the first sol- 


- dier to get out. But the differences be- 
- tween the two reports is most obvious 


in the discussion of Ver's role. 
The majority report bases its argu- 
ments on the legal panel's “21 Ques- 


- tions for Gen. Ver" chapter in its legal 


memorandum. The four-man report 
says Ver, as chief of staff, must have 
pursued all efforts to learn of Aquino's 
plans to return home. But, the report 
says, "Ver at first denied any monitor- 
ing of Aquino's activities in the US." 
Only later did he admit, the report 
says, that he had received consular re- 
ports from New York and Singapore on 
Aquino's movements. 

The report states that Ver said he did 
not know which aircraft Aquino was 
arriving on. Yet, it says, "the evidence 
shows the military authorities knew" 
Aquino was arriving on the China Air 
Lines flight. 

It points to the controversial direc- 
tives issued by Ver, one referring to op- 
tions if Aquino arrived with or without 
travel papers. The report says this 
"made no sense" and was a "manifest 
impossibility" since "the only papers 
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Aquino could possibly have were 
spurious ones, given the government's 
consistent refusal to issue any papers 
to him." 

The report questions the lack of any 
intelligence summary given to Brig.- 
Gen. Luther Custodio for the Avsecom 
plan for Aquino's arrival, and that Ver 
did not give Custodio information he 
had received from Singapore indicat- 
ing Aquino would arrive from either 
Hongkong or Taipei. Again, Ver is 
taken to task for producing a medical- 
evacuation plan for the ex-senator's 
arrival, which Custodio and three 
other Avsecom officers had previously 
denied existed. 


ame of the points the majority re- 
port brings up seem to have little di- 
rect relevance to the assassination, but 
rather reflect on its treatment of Ver. 
For example, the report cites Ver's ap- 
pearance and his request for one of the 
legal panel to represent him as he had 
no lawyer. The board later discovered 
Ver had with him seven lawyers. The 
report cites Ver's comments about 
military attaches, how information 
should be sent to home governments, 
all in the context of more “misleading” 
information to the board. 

The majority board members also 
cite Ver's information supplied to Mar- 
cos saying that “beyond reasonable 
doubt" there were plots against 
Aquino should he return, when, ac- 
cording to the board "the intelligence 
teams admittedly did not then know 
what the alleged plans to kill were, 
who were involved, what the methods 
to be used were." 

They questioned why Ver said it 


cord-had been kept of Aquino during 
all the vears of his confinement in a 
military prision" and during his de- 
parture to the US in 1980 for heart 
surgery. The majority board report 
mentions other discrepancies along the 
same lines, but never anything to tie 
Ver directly into the assassination plot. 

Agrava, on the other hand, deals 
with Ver in an almost protective fash- 
ion in her report, using examples to 
support her contention, for example, 
that command responsibility does not 
imply involvement in a criminal plot. 
She uses the example of terrorist 
bombings in Beirut, saying a US presi- 
dent can take command responsibility 
for the bombing of a US embassy with- 
out being implicated in the bombing 
attack. 

She says, almost in response to the 
majority report, that "it should not be 
difficult to conclude that the adminis- 
tration, including Ver, could not be 
held in any way responsible for the 
criminal plot because it was neither 
consistent with the government's orig- 
inal basic policy of keeping Aquino 
away from the Philippines, nor later 
on, with the change of that basic policy 
to a directive for his arrest." 

Without much more proof, in fact, 
Agrava later categorically states: "The 
record can be searched very carefully 
and it will yield nothing which can 
show participation of Ver in the plot to 
assassinate Aquino." Even if his tes- 
timony is untrue, she says, it does not 
justify the conclusion that he was 
among the plotters. 

But while the majority report makes 
the jump from “complicity” in a cover- 
up to "premeditated killing," Agrava 
takes a quantum leap herself in her 
conclusion. 

She compares the assassination of 
Aquino to the murder of England's Ar- 
chbishop Thomas à Becket. on 29 De- 
cember 1170. Like the four knights 
who may or may not have acted on 
their own, Agrava says, "what inspired 
the named members of. the criminal 
plot to do away with Senator Aquino 
has not been determined. and perhaps 
cannot be determined because it is 
beyond the reach of ordinary inves- 
tigative processes, similarly as hap- 
pened in the case of Archbishop Bec- 
ket." : 

Agrava, in her rather vague aside, is 
referring to one of the most famous as- 
sassinations in history which has some 
strange parallels with the.Aquino case. 
Becket had returned to England after 
living in exile for.six years because of 
conflict with King Henry II. It is popu- 
larly believed that the four knights 
who killed him in Canterbury Cathed- 
ral did so to please the king, who is re- 
puted to have asked: "Who will гіа me 
of this turbulent priest?" . 
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The Italian Renaissance promoted a thirst for knowledge and 











a search for perfection in I5th-century Europe that revolution- 
ised art and culture. 

These showed in painting, architecture 
and in the genius of goldsmith Benvenuto / 
Cellini, who perfected new methods of / | 
engraving, casting metal and setting 
precious stones. 

Today, the spirit and skills of 
Cellini live on in our own collection 
of gold and jewelled watches. 

The Cellini Collection by Б 
Rolex of Geneva. ! 

Watches illustrated are іп 18cc gold. Model 4652 


is set with 370 diamonds. Model 4350 has a 
polished bezel with lacquered markers. 
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The Jakarta Mandarin. 


Our location is only one of 
our strengths. 





















Being the one hotel situated in Jakarta's 
business centre certainly presents obvious 
advantages. 

For one thing, it will leave 
you with ample time to work out in 
out superbly equipped health centre. 

You'll be quite 
taken, too, by the 
other considerations 
that we've shown the 
executive traveller. 

In the 
furnishings of our 
unusually large rooms for 
instance. And having Jakarta's finest 
continental and Chinese restaurants 
within the hotel. 

Service standards throughout the 
hotel reflect a major investment in staff training. 
So that you will enjoy the same degree of excellence 
that is synonymous with The Mandarin, Hong Kong and 


and The Oriental, Bangkok. 


The Jakarta Mandarin. 


A member of Mandarin International Hotels. 


Hong Kong: The Mandarin, The Excelsior, The Royal Garden. Macau: The Excelsior. Bangkok: The Oriental, The Royal Orchid. 
Manila: The Mandarin. Jakarta: The Mandarin. Vancouver: The Mandarin. Singapore: The Oriental (1985). Kuala Lumpur: The Oriental (1986). 
For reservations, call The Jeading Hotels of thWborld or your travel agent 
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| | € THE attempt to assess Hongkong's | 
reaction to the draft joint declaration | 


on the future initialled by China and 


Britain does not seem to be going very 


well. It was not helped by a stupid | 


misjudgment . compounded bv the 
Hongkong: Government and the Bri- 
tish Foreign’ Office which 
guaranteed to inhibit anyone from 
commenting because names and ad- 


dresses were apparently to remain on | 
the record, if only for release in 30 |] 
years’ time. Far too late — on 15-Ос- | 
tober, nearly three weeks intothe six- | 
week period allowed for the people to. 


make their views known — it was an- 


from the record. 


Personally, I will be surprised if! ag 
many people do give their views to | hi 


the assessors, though every Hong- 


kong citizen has reacted mostly posi- | 


tively, it would seem. After all, the 
| text has been published on a take-it- 


or-leave-it basis and only if it were 


greeted bv an overwhelming condemn- 


ation would it not go forward for 


ratification bv Britain and China. 


Despite the reservations reported in | 


the REVIEW's pages (which mainly re- 


volve round the question of national- | 
ity, in which London had long since 


opted out of its responsibilities any- 


way), the agreement still seems to me | 


‘to be an excellent document, better 
than anything Hongkong expected. 
Journalists, however, seem con- 
strained to prove their professional 
scepticism, and seem to me to be un- 


necessarily accentuating the negative | 
| and their mistrust 


| in "seraps of 
" paper." One pressman, not noted for 
his own high principles, accused the 
REVIEW of "sellingout" whileanother 
remarked that this Traveller was 
"bucking for his knighthood"! (I 
wouldn't have minded if he had not 
been in the company of a Xinhua col- 
league, and was obviously playing to 
his audience.) Yet another said that 
Hongkong should remember that the 
invented rice 
which was edible. 
Healthy scepticism must always be 
maintained, particularly when deal- 
ing with official claims. But when one 


remembers that the lease on the New | 


"Territories necessitated an agree- 
ment on a piece of paper. it follows 

that the better the terms of the agree- 
. ment the better chance it has to work, 
and it only has a chance to work if 
enough people inside and outside 
Hongkong are willing to give it a go. I 
never imagined I would have апу 


sympathy for anything Spiro Agnew 


may have said, but there are too many: 
“nattering nabobs of negativism" 
around these days. 

Ф A SMALL sidelight to the ringing | 
defence of open courts and press free 


Was 


T given by Mongkone High Court 
judge Michael Kempster in response 


utilitar ian 









дите An о in рин pu 
licity has place can апу of- checks 


аге. Where кеге! is no оз ty ther e 
nounced that they will be expunged is З 


to an application by the REVIEW and 
others to be allowed to attend the 
committal proceedings in the George 
Tan case. Kempster used a key Bri- 
tish law lords’ judgment quoting 19th- 
century | English economist and 
philosopher oe 
Bentham. who Hag written: | 


applicable to judicial injustice ope- 





aware of is Dx connection Belen 
Bentham and Hongkong. Bentham's 
closest disciple, his executor and the 
editor of the definitive collection of 
his works from which the above quo- 
tation originally came was one John 
Bowring who went on to become 


governor of Hongkong in 1854. Sir (as 


he later became) John Bow ring was a 
forebear of the Review's deputy 
editor. Philip Bowring, who sat 
thr ough last week's court hearings. 

Governor Bowring was an earnest 
rationalist and free trader who 
quickly fell out with the commercial 
princes of the young colony who dis- 
approved of his efforts to impose 
honest administration, impartial jus- 


"tice and generallv substitute right for 


might. He is in fact little remembered 


in Hongkong. but better known in 


Thailand. A friend of King Mongkut, 
he negotiated the first Anglo- 
Siamese treaty, wrote a book about 


Siam and later became Mongkut's 


ambassador in Europe. 

e INDONESIA'S  five-principled 
national philosophy guarantees free- 
dom i deo God — the God in 
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mostly in local newspapers — in vari- 
ous styles, © ranging from lascivious 
lip-licking language to rather devil- 


may-care slang. Take this recent item 


from the Jakarta Post, quoting pro- 
vincial newspapers under the head- 
line "Lady Chatterley’s Lover 
Local Style": i 


“A 46-year-old man fell unconscious 


and was rushed to the hospital after 
he discovered his wife and her driver 
in the act of adultery. 

The 32-year-old lady was caught 
|o handed in bed with her driver in 
thé latter's bedroom Friday night. A 
» hours earlier, the woman had 
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mar ital bliss ‘but Krisna, the ! hus 
band, was apparently not up to p 














fell into an exhausted sleep. 
young wife then decided to see 9 
the driver was up to, Sinar Pag 
ported. - 

She slipped out of bed-and 
her way to the unsuspecti 
room | where she s Qiscovere 









































































the E into action. He saut 
cally got into theswi 


old to à 
the local | Ў 


E edet him on- 
rapidly figured ош X 
mind and he was ablet: 
casion. They, soon bee 4 








that Kur a Sed d £o ‹ zd e 
door. 

A local resident who AC ae t 

g by saw. М ie 
flailing the air. Upon [loser inve 
gation, he was shocked to sec 
neighborhood chief in a very 
eriminating position. 

The passer-by rushed off to inform 
Mr Uin who immediately reported 
the illegal lust to the Tamboro police 
who then arrested the exhausted 
couple, Pas Kota reported.) 

e THE item did not say whether the 
offenders were brought to court, but 
an item from the Jakarta Post of 11 
August seems to indicate e that С 'ourts 
can be dangerous places 

‘Three and a half vears in jail were 
requested for 42-vear-old woman 
who burned her husband to death in a 
district court in Garut, West Java, i 
Was реса here e. | 
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Deng and Hu at the meeting; workers read the news: a major turning point. 








The party swings into line with Deng in its statement® 
approving major economic reforms 


By Robert Delfs and David Bonavia 


he Chinese Communist Party has 

adopted a document calling for ac- 
celerated and comprehensive reform of 
the nation's economic structure and 
institutions. Embracing a broad range 
of reforms designed to free enterprises 
from state and party control, the party 
decision will likely come to be seen as a 
major turning point in the post-Mao 
Zedong era — the decisive conclusion 
to decades of struggle by Deng Xiao- 
ping and other reformists within the 
party to overthrow the Soviet model of 
a centralised socialist economy. 


The document, entitled A Decision of 


the Central Committee of the Com- 
munist Party of China on Reform of the 
Economic Structure, was unanimously 
adopted by the 12th central committee, 
meeting in its third plenary session on 
20 October. Focusing on urban indus- 
trial and commercial reforms, the 
document explicitly evokes the paral- 
lel of the third plenum of the 11th cen- 
tral committee in 1978 which over- 
threw Mao's collectivist agricultural 
policies in favour of the rural “respon- 
sibility system” in which individual 
peasant families contract for land and 
enjoy considerable economic free- 
dom 

It is the success of the rural reforms 
over the past five years that has fur- 
nished the impetus for the accelerating 
urban reform. China expects a fourth 
successive record harvest this year. 
Net grain imports were reduced from 
US$2 billion in 1982 to only US$1 bil- 
lion last vear and are expected to slide 
a further 20-30% in 1984. These suc- 
cesses, and the new demands on cities 
posed by the growing rural economy, 
"provide highly favourable conditions 
for restructuring China's entire na- 
tional economy, focusing on the urban 
economy," the document said. 
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The session, attended by 321 central 
committee members and alternates 
plus 297 non-voting observers from 
various party and government organs, 
was presided over by party General 
Secretary Hu Yaobang, chairman of 
the party central advisory commission 
Deng, Premier Zhao Ziyang, head of 
state Li Xiannian and first secretary of 
the party central commission for dis- 
cipline inspection Chen Yun. 

The Decision does not describe new 
policies in detail. It is, as an accom- 
panying communique described it, 
rather a "programmatic document" 
guiding the reform, defining basic 
principles and policies, and expound- 
ing the necessity and urgency of speed- 
ing up reform through the entire econ- 
omy. Much of the lengthy document is 
devoted to explaining the reforms 
why they are necessary and how they 
are to be reconciled with the concept of 
China as a socialist country. 

In this sense, the document is the 
most complete and authoritative state- 
ment so far of what the now-common 
expression "socialism with Chinese 
characteristics" really means. What 
emerges in the document is a very flex- 
ible concept of socialism, largely un- 
coupled from any specific doctrines or 
texts. It is to be achieved by "integrat- 
ing the basic tenets 6f Marxism with 
actual conditions in China.” 

The reforms are similar in nature to 
abortive Liberman reforms attempted 
by the Soviet Union in the 1960s and to 
the market-oriented reforms that have 
since been implemented in Hungary 
and Yugoslavia. 

The reason the socialist system pre- 
viously has failed to realise its poten- 
tial in China is “a rigid economic struc- 
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kind of socialism 


document says. Its major defects are: 
> Thelackof a distinction between the 
functions of government and enter- 
prises. 

» Bureaucratic and geographical bar- 
riers. 

» Excessive and rigid state control of 
enterprises. 

» Failure to attach adequate impor- 
tance to the law of value and the reg- 
ulatory role of the market. 
distribution 
which has sapped the initiative and 
creativity of enterprises and work- 
ers. 

The present economic structure 
“hinders development of the forces of 
production," the Decision says. To 
change it, "we must conscientiously 
sum up China's historical experience 
and study the concrete conditions and 
requirements for economic growth. In 
addition, we must draw upon the 
world's advanced methods of manage- 
ment, including those of developed 
capitalist countries, that conform to 
the laws of modern socialised produc- 
tion." 


p what is put forward as a "self-1m- 
provement and development of the 
socialist system,” the principle of own- 
ership of the means of production by 
the whole people is to be upheld, but 
ownership will be "separated from 
power of operation" — enterprises will 
be independent entities, responsible 
for their own profits and losses, acting 
as a "legal person" with specified 
rights and obligations. 

The "leadership of the communist 
party” is to continue and state organs 
will continue to play a role in leading 
and organising economic construction, 
but that role is to be largely one of for- 
mulating strategy, plans, principles 
and policies — "government depart- 
ments at various levels will, in princi- 
ple, not manage or operate enterprises 


ture which cannot meet the needs of | directly." 


the growing forces of production," the 


The Chinese economy will remain a 
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planned economy, but planning “does 


not necessarily mean the predomi- 
nance of mandatory planning.” The 
scope of mandatory planning is to be 
reduced in favour of guidance plan- 
ning (using the economic “levers” of 
tax, price and credit policies rather 
than administrative direction to 
achieve macro-economic targets) and 
regulation by free-market forces. 

None of the specific policies discuss- 
ed is really new. All of them — expand- 
ing enterprise autonomy and material 
incentives, price reforms, incorpora- 
tion of market forces into the planning 
process and opening China to foreign 
technology and capital — have been 
explored and implemented in varying 
degrees over the past five years. But 
while rural reforms are well advanced 
and have been spectacularly success- 
ful, urban industrial reform has been 
only experimental, tentative and 
piecemeal so far. 

The real significance of the Decision 
is that the party has now formally com- 
mitted itself to the reform policies and 
to the vision of a fundamentally differ- 
ent socialist order which the document 
articulates. Although the theoretical 
and practical issues raised by the re- 
forms have been extensively discussed 
in the Chinese press, the party's previ- 
ous positions on industrial reform have 
been highly ambiguous, reflecting the 
lack of a broad consensus on the 
urban-reform programme within the 
party leadership. 

The new party constitution adopted 
at the 12th national congress in Sep- 
tember 1982 took as the party's general 
task “to unite the people of all 
nationalities in working . . . to achieve 
the modernisation of industry, agricul- 
ture, national defence and science and 
technology." While this was a consi- 
derable shift from the previous formu- 
lation (the 1977 constitution adopted 
under then chairman Hua Guofeng set 
the party's basic aim as continuing the 
revolution апа eliminating the 
bourgeoisie and other exploiting class- 
es), the party in 1982 still shrank from 
committing itself to the reforms as a 
means of achieving modernisation. 

Hu laid some of the groundwork for 
the present document in his report to 
the 12th party congress, but the report 
by the party chairman (Hu's title at the 
opening of the congress), though obvi- 
ously a powerful indication of trends 
of thinking within the leadership, did 
not represent a binding statement of 
party policy in the same way as does 
the Decision, which was unanimously 
adopted by the entire central commit- 
tee. 

Hu's report called for consolidating 
initial reforms in economic adminis- 
tration and completion at an early date 
of "an overall plan for reform and the 
measures for its implementation" — 
the present proposal. He also enun- 
ciated the principle of a tripartite 
mixed economy combining mandatory 
planning and fixed prices for certain 





key commodities, guidance planning 
via economic levers with floating 
prices for a wide range of industrial 
products and consumer goods, and 
free-market production of non-staple 
foodstuffs and our items (REVIEW, 15 
Oct. 82). 

This principle has been implemented 
as the basis for preliminary price and 
planning reforms and remains central 
to the proposal, which calls for reduc- 
ing the scale of mandatory planning 
and putting more of the economy 
under voluntary guidance planning 
and the free market. But the text of the 
document goes far beyond the skeletal 
formulation of Hu's 1982 report, argu- 
ing forcefully for a strict separation of 
the responsibilities and functions of 
enterprises and state organs. 


he practical difficulties of econo- 

mic liberalisation in a massive and 
highly authoritarian society cannot be 
underestimated. Full implementation 
of the reforms will impose tremendous 
stresses as state organs adjust to a new, 
and in many ways restricted, role and 
enterprises adapt to the demands of 
true competition. Wrenching power 
over economic affairs from the hands 
of cadres is a truly formidable under- 
taking — it would be near miraculous 
if this were accomplished in this cen- 
tury, much less within the three-five- 
year timeframe set for. substantial 
completion of the reforms. 

Similarly, as the experience of pre- 
liminary reforms has shown, trans- 
forming inefficient state-run enter- 
prises into truly independent corpora- 
tion-like entities can hardly be ac- 
complished by mere fiat. The realities 
of true economic,competition will de- 
mand application of marketing and 
managerial skills that few Chinese en- 
terprises NOW possess. 

State subsidies and nearly rock- 
stable controlled prices have meant 
security — if not prosperity — for 
China's urban residents. The transi- 
tion to a system whereby urban people 
pay something closer to the true costs 
of food and housing, even with large 
wage increases, will undoubtedly be 
traumatic and stressful. 

The Decision acknowledges that “dis- 
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PLA men in Peking's fist supermertet: socialism, not pauperism. 





order" is likelv to oceur. “Reform is an 
exploratory and innovative undertak- 
ing, "it says, "and it is very complex 

errors can hardly be avoided." But it 
notes approvingly that reform will 
lead to “tremendous changes not only 
in people's economic life, but also in 
their mental outlook and way of life.” 

It also implicitly acknowledges that 
opposition to the reform still exists 
within the party and at high levels 
the extensive discussion of issues sur- 
rounding reform in the document ts 
necessary, it says, to “achieve unity of 
thinking and enhance it among all 
comrades in the party [particular 
among leading party cadres]. " 

Formal adoption of the document by 
the central committee makes it official 
party policy and, under the principle of 
democratic centralism, all party mem- 
bers are bound to support it. But in 
dealing with opposition, the proposal 
counsels a moderate policy of persua- 
sion, criticism and moderation 

“People with different views and ap 
proaches about reforms may discuss 
their differences,” the report says. “We 
must not divide the cadres and masses 
by calling some people ‘reformers’ and 
others ‘conservatives. We should 
have faith in comrades who fall behind 
the developing situation for a tims 
confident that they will understand 
things better in the course of the re- 
forms.” 

Despite risks and lingering opposi- 
tion, reform is necessary to achieve 
modernisation. Moreover, the global 
technological revolution has posed 
“new opportunities and new chal- 
lenges” which makes reform “all the 
more imperative." 

"Socialism does not mean 
pauperism,” the document says, "for it 
aims at the elimination of povert 
The essential task of socialism is “to 
develop the forces of production 
create ever more social wealth 
meet the people's growing material 
and cultural needs." The documcnl 
asks all party comrades to grasp this 
“basic concept of Marxism and to take 
as the most important criterion in as 
sessing the success or failure of all re- 
forms whether or not this task is facili- 
tated. п 
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he Chinese urban-reform рго- 


` M gramme revealed at the third cen- 
` tral committee plenum of the 12th 


party congress says that price reform is 
necessary, because without it there is 
no means to assess the performance of 
enterprises. 
"As the decision-making power of 
enterprises grows," the party docu- 


ment announcing the reforms states, 


"pricing will become increasingly im- 
portant." And because so many other 
aspects of reform depend on establish- 
ing a rational price structure, "reform 
of the price system is therefore the key 
to reform of the entire economic struc- 
ture." 

The present price system is irra- 
tional, the document says, for the fol- 
lowing reasons: 

» Price differentials between pro- 


‘ducts of varying quality are in- 


adequate. 

» Price ratios among different com- 
modities are out of line, particularly 
the relatively low prices for mineral 
products and raw or semi-finished 
materials compared with manufac- 
tured goods. ' 

» Retail prices of major farm products 
are lower than prices paid to produc- 
Moreover, the document con- 
tinues, the present price-control sys- 
tem is over-centralised. 

From now on the range of products 
for which uniform prices are set by the 
state must be reduced and the number 
of products sold at floating prices (de- 
termined by the enterprise within cer- 
tain limits set by the state) and free 
prices is to be expanded. 

Initial efforts to increase irrationally 
low prices for a broad range of retail 
commodities halted three years ago as 
signs of nervousness appeared among 
the urban populace following in- 
creases in the retail price index of 5.8% 
in 1979 and 6% in 1980. Since then, in 
1983 the price of cotton cloth was suc- 
cessfully raised in a carefully planned 
manoeuvre which simultaneously 
eliminated cotton rationing and cut 
prices for synthetic-fibre fabrics. 

There have also been cuts in the 
prices of light-industrial and electron- 
ics products such as watches and TV 
sets, and certain areas such as Chong- 
qing in Sichuan province have initiated 
experiments in more comprehensive 
price reforms. But the broad range of 
retail. products, especially foodstuffs, 
remain at artificially low prices. 

The cost of holding low retail food 
prices despite substantial increases in 
the procurement prices paid to ag- 
ricultural producers (a cumulative 
47.7% increase from 1978 to 1983) has 
been a crippling level of subsidy costs 
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carried by the state (REVIEW, 12 Mar. 
'82). 

The current costs of state subsidies 
covering differences in the purchase 
and retail prices of grain, cooking oil, 
cotton, coal for domestic use and 
foodstuffs is at least Rmb 20 billion 
(US$7.5 billion). Additional subsidies 
for transport, agricultural machinery, 
and producers of energy and industrial 
raw materials (which are pegged at ar- 
tificially low prices) bring the total 
costs of subsidies to more than Rmb 30 
billion, equivalent to approximately 
25% of total state revenues. 

Moreover, this figure does not in- 
clude the implicit cost of subsidised 
housing. The monthly rent for a 5 m? 
room in Peking can be as low as Rmb 
0.50, a trivial sum that does not even 
begin to cover maintenance, and few 
urban dwellers pay more than 3% of 
household income in rents. 


U nder the present system, the state- 
set price (only 10-20% of all com- 
modities are now governed by floating 
or free prices) is a much more import- 
ant factor in enterprise profitability 
than any considerations of efficiency 
or quality. 

According to a study by Kyoichi 
Ishihara in the Japan External Trade 
Organisation's China Newsletter (Sep- 
tember-October 1983), the ratio of an- 
nual profits to fixed investment and 
operating funds in light-industrial 
products such as watches, bicycles, 
sewing machines and knitted goods 
was 30% to 60%. The corresponding 
profitability ratio for raw materials 
such as chemical fertilisers, mined ores 
and cement was 1.4% to 4.66%. 

But excessive subsidy costs and un- 
realistic price ratios could, in theory at 
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‘ative means within the framework of - 
state-controlled prices. The logic of 
price reform — expanding the number 
of commodities sold at floating or free 
prices — as opposed to simple price ad- 
justment, is to create a situation in 
which prices reflect the actual value of 
a commodity, taking into account pro- 
duction costs, relative quality and 
market-determined factors of supply 
and demand. 

In conjunction with reducing the 
scale of mandatory planning and al- 
lowing greater independence for en- 
terprises. price reform is intended es- 
sentially to replicate the decision- 
making structure and environment of a 
capitalist economy (REVIEW, 15 Oct. 
'82). This marks a decisive break with 
the Soviet model of a command econ- 
omy controlled by a central bureauc- 
racy via plans and directives, which 
has largely characterised the Chinese 
economy since 1949. 

The partv document notes that as the 
"defect of excessive and rigid control 
gradually became manifest in. . . the 
economic structure," some party mem- 
bers perceived this problem and raised 
suggestions for correction at the eighth 
national party congress in 1956. _ 

This is an apparent reference to pro- 
posals put forward at that time by 
Chen Yun, à veteran economic planner 
regarded as the architect of China's 
post-revolution recovery and off the 
economic readjustments following the 
Great Leap Forward and in 1979-82. 
Chen, a member of the politburo 
standing committee, was one of the 
five Chinese leaders presiding over the 
plenum. session which approved the 
latest reforms. 

But Chen's 1956 proposals were not 
heeded. The document relates that 
"our party was, after all, inexperi- 
enced in guiding socialist construc- 
tion" and that "the influence of 'Left'- 
deviationist errors in the party's guid- 
ing ideology after 1957 in particular 
resulted in various correct [economic 
measures] being regarded as 
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‘capitalist.’ As a result, the problem of 


over-concentration in the economic 
structure long remained unsolved and, 
what is more, became more and more 
serious.” 

The document quotes Lenin as say- 
ing, shortly after the 1917 October Rev- 
olution: “A complete, all-inclusive 
true plan is, for us at this time, a 
‘bureaucratic dream’ — don't pursue 
it.” The document continues: "We 
must be realistic and admit that, for a 
considerably long time to come, our 
national economic plans on the whole 
can only be rough and elastic." 


0 ne of the main reasons state control 
over enterprises became rigid and 
excessive, according to the document, 
was that the concept of their owner- 
ship by the entire people was mistak- 
епіу equated with the concept of their 
direct operation by state institutions. 
But “no state institution can know the 
whole situation fully," Therefore the 
enterprise should become a "relatively 
independent economic entity . . . re- 
sponsible for its own profits and losses, 
capable of transforming and develop- 
ing itself, and acting as a legal person 
with certain rights and duties." 

An immediate consequence of 
loosening price controls and cutting 
subsidies will be that some enterprises, 
those which cannot produce at com- 
petitive qualitv and price, will fail. 
This is intended: the identification and 
reorganisation of enterprises which 
cannot make efficient use of resources 
is a central intermediate objective of 
the reform. China's institutions are 
now coming to terms with the novel 
problem of enterprise bankruptcy — a 
theoretical and practical impossibility 
under the old system. 

The problems are hardly clear-cut — 
in what circumstances does the state 
stand behind the debts and obligations 
of stdte-owned or collective enter- 
отъ What recourse is available to its 

creditürs (which may include foreign 
banks. investors and joint-venture 
partners) and what happens to laid-off 
employees? These questions will be ad- 
dressed by a bankruptcy law that is 
now being drafted. 
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> rprises require a “uni- 
fied, authoritative and highly effi- 
cient system to direct production and 
conduct operations and management,” 
the document says, and this calls foi 
the enterprise director or manager as- 
suming "full responsibility" for opera- 
tions. The role of party organisations 
in enterprises is to be limited to overall 
supervision of party and state policies, 
organisational work and leadership of 
trade unions and the Communist 
Youth League organisations. 

Reform will require a large contin- 
gent of knowledgeable, technically 
skilled managers and administrators, 
the document continued. In implement- 
ing the principle of distribution ac- 
cording to work, pay differentials 
should be increased to reflect the dif- 
ferences between mental and manual 
work, skilled and unskilled — the 
present remuneration for mental work, 
the document said, is excessivels 
low. 

"Correct relations between the state 
and the enterprise and between an en- 
Lerprise and its workers are the essence 
and basic requirement of restructuring 
the national economy . . .," it says, and 
"fulfilment of this basic requirement 
inevitably calls for reform of every as- 
pect. of the entire economic structure.” 

The document stresses the interrela- 
tion and interdependence of the re- 
forms. Enterprise autonomy is mean- 
ingless without price reform. Both 
imply changes in the labour and wage 
svstem and will require substantial 
changes in the role and functions of 
State institutions. The document calls 
for gradual implementation of the re- 
forms “in harmony with the inherent 
connections between the various links 
of the national economy.” 

Irrational ratios among the prices of 
different kinds of products are to be 
readjusted by reassessing the cost- 
based value of products and on the 
basis of “changes in the relation be- 
tween supply and demand.” Increases 
in the costs of raw and semi-finished 
materials are to be substantially ab- 
sorbed by improving efficiency of re- 
source utilisation by processing indus- 
tries, with only a small part of the in- 
crease borne by the state. In readjust- 
ing the retail prices of foods and con- 
sumer goods, the document calls for 
measures to ensure that real incomes 
do not drop as a result of price adjust- 
ments. 

But properly synchronising each 
step in the various reforms will not be 
easy. Some price adjustments are 
needed immediately. As the costs of 
energy and raw materials are in- 
creased, secondary manufacturers will 
be forced to increase prices or suffer 
losses. But if price increases outpace 
wages the potential for urban unrest 
will grow, and if wage and price in- 
creases are not accompanied by, or do 
not result in, real improvements in 
productivity, the final product will be 
no more than inflation. — ROBERT DELFS 
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The chicken 
noodle bomb 


Another blast in Jakarta, 
though causing little damage, 
increases business nervousness 


By Manggi Habir in Jakarta 


n 17 October, just two weeks after 

three bombs rocked two China- 
town bank branches and a shopping 
centre, another bomb exploded in a 
noodle factory owned by PT Super Mi 
Indonesia, at Ciracas, on the eastern 
outskirts of Jakarta. Except for three 
chickens — a chicken coop was blown 
sky high in the explosion — no casual- 
ties were reported. The earlier bomb- 
ings claimed two lives and resulted in 
18 injured (REVIEW, 18 Oct.). 

The damage to the noodle factory 
was slight, merely blasting a one- 
metre hole through the outer walls. 
The factory was back in operation the 
next day. But the bomb, coming just 
after the police claimed they had ar- 
rested 15 suspects from the earlier 
bombings, still caused considerable 
nervousness among the business com- 
munity. 

Immediately after the bombing, 
Jakarta Police Chief Sudjoko stated 
that this bombing and the earlier ones 
had similiar motives. 5o far no group 
or individual has claimed responsibil- 
ity for the bombing. 

Many were quick to see the latest 
violence as another attack on the 
powerful and well-connected Chinese 
tycoon Liem Sioe Liong. The two bank 
branches that were hit by bombs on 4 
October were Bank Central Asia 
branches, which are owned by Liem's 
business group, and it was widely 
rumoured that Liem had a stake in PT 
Super Mi Indonesia. The Liem group, 
however, denied this. PT Super Mi is 
currently owned by $. А. Sagala, E. 
Moeis and the Japanese Sangkvo 
Shokukin company. 

Nevertheless the Liem group, 'con- 
trolling the supply of flour through its 
ownership of the PT Bogasari flour 
mill which has virtually a monopoly in 
the country — is an influential force in 
the industry. Among noodle producers, 
PT Super Mi Indonesia is the leader, 
followed closely by two of Liem's own 
noodle companies. 

After the 4 October bombings, com- 
mercial buildings in Jakarta have re- 
ceived an increasing number of bomb 
threats, leading to tighter security pre- 
cautions. 

The government had indicated that 
investigation of the 4 October bomb- 
ings has been 80% completed, but if 
the factory bombing is connected with 
the others, that figure may have to be 
revised. п 
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ГА French initiative їо get talks going with the Vietnamese 


By Nayan Chanda in New York 


quiet diplomatic initiative under 

which Cambodian Prince Noro- 
dom Sihanouk would have secretly 
met special envoys of the Vietnamese 
and Heng Samrin-led Cambodian gov- 
ernments in separate encounters in 
Paris in November has been torpedoed 
by China and its Khmer Rouge allies. 
China has also forcefully rejected an 
Asean suggestion about removal of 
some of the notorious Khmer Rouge 
leaders from the scene to facilitate a 
political settlement on Cambodia. 

The REVIEW has learned that re- 
cently a French diplomat, a specialist 
on the Indochina question. was se- 
cretly despatched to Phnom Penh to ar- 
range a meeting between a Samrin rep- 
resentative and Sihanouk, president 
of the Democratic Kampuchea coali- 
tion. Asked about this during an inter- 
view here, Sihanouk confirmed that 
France indeed had made the arrange- 
ment, but that he had expressed regret 
that he would not be able to meet 
Hanoi and Phnom Penh representa- 
tives due to opposition from his Khmer 
Rouge partners and China. 

“It is not the fault of the French,” the 
prince said. “It is my fault because I 
have always told the French, ‘I am a 
man of dialogue, I will talk to any- 
body’.” The French communicated this 
to the Vietnamese and Samrin regime 
and obtained what Sihanouk called “a 
remarkable thing — a readiness on the 
part of Heng Samrin to send somebody 
to meet me in Paris at a date of my 
choice. " 

The Vietnamese also agreed to send 
an envoy to see him secretly. “I told the 
French that I was ready not for a 
negotiation but an exchange of views 
between adversaries like [that between 
former secretary of state] Henry Kis- 
singer and [Vietnamese politburo 
member| Le Duc Tho.” 

But once arrangements were made 
for Sihanouk to meet the envoys, he 
said, he wanted to act in good consci- 
ence and appraise his coalition 
partners and supporters of the planned 
encounters. The Khmer Rouge vice- 
president of Democratic Kampuchea, 
Khieu Samphan, clearly told Sihanouk 
that such meetings would be “very 
bad, very damaging to the cause of the 
coalition.” 

Chinese President Li Xiannian, 
whom he saw in Peking in early Oc- 
tober, also expressed his opposition, al- 
beit indirectly, by saying that Vietnam 
was trying to split the Cambodian co- 
alition. “So, finally I think,” Sihanouk 
said in an interview, "I am going to ex- 


3 is prevented by the Khmer Rouge and China 


cuse myself to France, to Hanoi and 
Phnom Penh [for my inability to meet] 
because the fruit is not yet ripe.” 

The failure of the Paris initiative ap- 
pears to be a blow to Asean, which was 
in favour of Sihanouk's contact with 
the other side as helpful in its search 
for a solution to the Cambodia prob- 
lem. During their annual meeting in 
July the Asean foreign ministers for- 
mally endorsed Sihanouk's idea of na- 
tional reconciliation as essential for 
any enduring political settlement. 

"National reconciliation," an Asean 
official explained later, is a code-word 
for inclusion of the Samrin group in à 
power-sharing arrangement in Cam- 
bodia. At a closed-door session the 


ministers also discussed the need for 





Sihanouk: ‘а man of dialogue." 


exiling some of the notorious Khmer 
Rouge leaders such as Pol Pot, leng 
Sary, Ta Mok and others as part of the 
eventual settlement that would reas- 
sure the Cambodian people as well as 
the Vietnamese. 


t a recent meeting in Washington, 

Singaporean Ambassador to the 
United States Tommy Koh made the 
idea public. “We also acknowledge 
that arrangements should be made for 
the exit of certain controversial per- 
sonalities such as Pol Pot,” he said. 
Both the ideas have now been knocked 
down by China and its Khmer Rouge 
allies. 

Sihanouk said that Samphan had 
stridently opposed the idea of national 
reconciliation by the inclusion of Sam- 
rin. “We can agree to their participa- 
tion in a government,” Samphan in- 
formed Sihanouk, “only on condition 
that the Samrin group declares its op- 
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Sihanouk has tried in vain to con- 
vince his er Rouge partners that it 
is totally unrealistic to demand that 
and even if Samrin accepted such a 
condition it would fail to serve the 
main purpose — a guarantee to Viet- 
nam that its interests would be pro- 
tected in Cambodia. 

Sihanouk said: “The Vietnamese say 
that they will not withdraw from Cam- 
bodia until the Chinese threat is re- 
moved. I cannot assume the responsi- 
bility of removing the Chinese threat 
on their northern border but I have to 
take the responsibility that there is no 
such threat via Cambodia. It is not 
enough to say that there are no Chinese 
soldiers in our army to reassure Viet- 
nam on that point.” 

According to Sihanouk, only by 
maintaining the Samrin group — 
which will look after the interests of 
the Vietnamese and the Soviets — in 
the government and by Cambodia's 
adhesion to Asean could Hanoi be 
reassured. 

While the Khmer Rouge faction in 
the government would 
protect Chinese in- 
terests and maintain 
balance vis-à-vis the 
two. non-communist 
partners in the four- 
partv government, in- 
clusion of Cambodia in 
Asean would provide. 
Sihanouk argues, an 
additional guarantee 
to Vietnam that Cam- 
bodia was not in the 
Chinese camp. 

A Chinese diplomat 
in Paris recently told 
Sihanouk that the idea 
of national reconcilia- 
tion is “premature.” 
According to Sihanouk, 
the Chinese said that “if 
you propose to include 
Heng Samrin it would be interpreted 
[by Hanoi] as a sign of weakness. One 
should not talk of compromise and to 
accept Heng Samrin is a compromise. " 

China obviously is disturbed by talk 
of national reconciliation. and open 
suggestions of exiling some of the 
Khmer Rouge partners of the coalition. 
Prior to its formation in June 1982, 
especially in 1980, Chinese leaders had 
hinted that they would not object to re- 
moval of some of the Khmer Rouge 
leadership. But Peking is determined 
now to prevent this lest it weakens its 
protégés in the coalition. The Chinese 
leadership has even made it clear that 
their support for Democratic Kam- 
puchea is conditional on maintenance 
of its present composition. 

Receiving the three coalition leaders 
— Sihanouk, Son Sann (leader of the 
Khmer People's National Liberation 
Front) and Samphan — in Peking early 
in October, Cina s senior statesman 


SOREN ALD ALFA FOTO 














DYNAMIC NEW DIMENSIONS IN VISUAL'P 
—with General Electric Professional Large Screeh TV 


ION 
rojection 


General Electric professional large screen television 
projectors— displaying color or monochrome pictures 
up to 25 feet wide—bring new dimensions of pre- 
sentation impact to a broad spectrum of applications 

A wide choice of new and improved color and 
monochrome models is available to meet specific 
requirements for television display applications, in 
standard or high brightness, for various scan 
standards 

The color projectors utilize General Electric's ex- 
clusive single optical path light valve. All color infor- 
mation is projected simultaneously in one light beam 
This system eliminates time-consuming registration of 
three separate images which is required for all other 
color television projectors 

These projectors can display any size television 
picture from two feet to 25 feet wide, with high resolution 
and contrast over their full range of light output 





Among the primary applications of the projectors are: 

Medical and Dental Education. Technique and 
procedural training 

Business. Sales meetings, industrial training, pro- 
duct presentations, real-time display of computer- 
generated data, teleconferences 

Aerospace and Defense. Situation displays, simu- 
lator training 

Entertainment. Theatre television and closed- 
circuit TV events, overflow crowds, discotheque special 
effects. 

Television Production. Backgrounds for news 
programs, special effects, data display, program 
previewing 
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Call or write: General Electric Company, Projection 
Display Products Operation, Electronics Park 6-206, 
Syracuse, New York 13221. Phone (315) 456-2152. 
TWX 710-541-0498. 
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sistance. 

Deng added: “One should not try to 
disunite and dismantle the Democratic 
Kampuchean side. I do not understand 
why some want to remove Pol Pot. It is 
true that he made some mistakes in the 
past but now he is leading the fight 
against the Vietnamese aggressors. " 


ccording to Sihanouk, this is the 

first time he has heard a top Chi- 
nese leader so specifically reject the 
idea of the removal of Pol Pot. Asean 
officials were clearly dismayed to hear 
this report but at least some of them 
hope that this is only a tactical position 
which will change once the Vietnamese 
show signs of flexibility. If China 


sticks to the idea of restoring the Pol 
—Pot group to power, Asean and the 


Western backers of the coalition would 


— find their objective of a political com- 


promise in Cambodia unattainable. 
Concerned by the softening of the 
Asean stand on Cambodia, Peking, in 
- fact, has stepped up its own effort 
- against the Vietnamese. To dramatise 
the importance it attaches to the Cam- 
bodian resistance, its leaders were in- 
vited to participate in the 35th Na- 
tional Day celebration in Peking as 
principal guests. Sihanouk was the 
guest of honour, standing next to Deng 
on the rostrum in Tiananmen Square 


| watching the parade. After the cele- 
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bration senior Chinese leaders — Deng, 
party General Secretary Hu Yaobang, 
Li, Premier Zhao Ziyang and Deng 
Yingchao (Zhou Enlai's widow) — re- 
ceived the three coalition leaders. 
According to Sihanouk, the Chinese 
not only promised to give each faction 
arms, ammunition and equipment for 
2,000 men (that is to equip a total of 
6,000 new combatants) and Rmb 1 mil- 
lion (US$413,000) in cash each but also 


` promised to increase pressure On Viet- 


nam's border. 

Deng repeated an offer that China 
had made last year, about offering 
Vietnam a sizable amount of recon- 
struction aid if it withdrew from Cam- 
bodia an offer, according to 
Sihanouk, which has been communi- 
cated to Hanoi. But if Vietnam per- 
sisted in its occupation of Cambodia, 
Deng assured the resistance leaders, 
"China reserves the right to punish 
Vietnam." 

He added that China would not pro- 
voke an "international war" with Viet- 
nam but would engage in pressure that 
would help the resistance in Cam- 
bodia. “There will be more and more 
Chinese troops along Vietnam's border 
so as to draw the best Vietnamese units 
towards China," Deng explained. 
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US analysts. Last month US intelli- 
gence had reported the movement of 
four divisions of Chinese troops to 
Yunnan province, close to the Viet- 
namese border, leading to speculation 
as to whether this was just an exercise 
or beefing up of the forces facing Viet- 
nam. 

This apparent hardening of the 
Chinese position and rejection of the 
Asean approach to a settlement on 
Cambodia has again brought up the 
fundamental difference between 
Asean and China. It is not clear whe- 
ther this is one of the factors behind 
Asean's latest decision to take a lower 
profile on the Cambodia problem. All 
the three Asean foreign ministers — 
Indonesian, Malaysian and Philippine 
— who met Vietnamese Foreign Minis- 
ter Nguyen Co Thach at the United Na- 
tions recently stressed that the prob- 





lem was between Vietnam and the 
Cambodians. 


They urged Thach to talk to 
Sihanouk in finding a settlement. 
Senior Asean officials privately admit 
that to ask Vietnam to talk to Sihanouk 
is a non-starter, but they hope ways 
can be found to circumvent the ques- 
tion of implicit recognition of Demo- 
cratic Kampuchea by talking to its 
president. In an interview, Thach told 
the REVIEW that he found the new 
Asean approach very significant. 
"Earlier they [Asean] said the problem 
of Cambodia brought about a confront- 
ation between Asean and Vietnam. 
Now they are saying it is a problem be- 
tween Vietnam and Cambodia. They 
have realised that if they continue to be 
involved they will burn their fingers.” 


hach seemed to hope that the new 

Asean posture would make a dia- 
logue between the two groups easier. 
He said that as a result of his talks with 
Asean ministers he expected within the 
next few months the first round of 
talks, with both the Asean statement on 
Cambodia of 20 September 1983 and 
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Thach, who seemed to be in an un- 
usually upbeat mood and claimed to 
"see the light at the end of the tunnel," 
said that he had reached three broad 
areas of consensus with Asean on the 
Cambodia question. The first was the 
linkage between withdrawal of Viet- 
namese forces and the elimination of 
Pol Pot. Thach said that in his talks 
with Asean foreign ministers he had 
realised that “they do agree with me 
[on] elimination of Pol Pot [elements]. 
But we differ on the method or the 
means to eliminate them.” 

The Vietnamese would work for the 
elimination of Pol Pot forces by all 
ways and means — by force of arms. by 
cessation of supply and by denial of 
sanctuary im Thailand. “But Asean 
countries and others suggest their 
elimination through elections,” Thach 
said. “And our position is that nowhere 
in the world are criminals allowed to 
participate in free elections.” 

Asked to define what he meant by 
elimination of Pol Pot, he said it meant 
disarming of Pol Pot forces and their 
rehabilitation in Cambodia. How 
about the leadership? “АП the [Khmer 
Rouge] leaders who committed crimes 
could not be aécepted. But others, if 
they get out of the policy of Pol Pot, can 
be admitted." 

The second. consensus, according to 
Thach, was on the question of self-de- 
termination of the Cambodian people. 
But while Asean would like the Khmer 
Rouge to participate in the process of 
self-determination "for us the primarv 
right of self-determination of the Cam- 
bodian people," he said, “is to survive 
without Pol Pot." But he added, in 
perhaps the clearest terms to date, that 
the Phnom Penh regime “is ready now 
for talks with Sihanouk and Son Sann 
if these gentlemen get out of the ranks 
of Pol Pot,” 

He was, however, categoric that 
Sihanouk would not be accepted as the 
leader trying to reconciliate four fac- 
tions. “Sihanouk,” hesaid, “would like 
to have three-quarters of the cake and 
leave one-quarter to Heng Samrin. It is 
too much. He is too greedy." Thach jus- 
tified a more limited role for Sihanouk 
on the grounds of realities of control in 
Cambodia. "There is a Chinese saving 
that you cannot get on the negotiating 
table what you cannot get on the 
battlefield. It is a good saying." 

(Peking would certainly agree with 
him on this and that is why China 
spurns the compromise from a weak 
position and wants to step up the mili- 
tary effort against the Vietnamese.). 

Thirdly, Vietnam now agrees with 
Asean on the need for having interna- 
tional control in Cambodia. The differ- 
ence lies in approach. Asean wants in- 
ternational control before an agree- 
ment on Cambodia has been reached. 
Vietnam insists on reaching an agree- 
ment first before setting up an interna- 
tional control commission to monitor 
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Olivetti has long been at the forefront in 
innovation. The company was the first in the 
world to produce the electronic typewriter. And 

once again, Olivetti leads the way with its new word 


processing system. 
The Olivetti ETV 300 Word Processing System 

The Olivetti ETV 300 is in many respects 
unbeatable. 

Simply plug the Olivetti ET 111* typewriter into it 
and you have a word processing system. 

Yet so brilliantly, practically and thoughtfully has it 
been designed, that its functions can be mastered 
within the hour! 

It can communicate with a central system, too, 
when office automation is implemented. 

But where the Olivetti word processing system 
really scores is in its price. 

At several thousand dollars less than other word 
processors, it is truly remarkable value for money. 

The Olivetti ETV 300. Elegantly designed as only 
the Italians know how, it gives you the functions you 


Able to communicate with 
a central system with 
another ETV 300, 


or to a telex tape punch 


require at a very affordable price. = = 
Please call your nearest Olivetti centre for more 

information. We will be glad to be of service to you. ( " fu 3 ЕЕ 

* OrET 121, ET 221, ET 231, ET 225, Praxis 45D, Praxis 41 Classic design with perfect performance 


OFFICE PRODUCT DISTRIBUTORS 
P.T. Abadi Kurnia Murni Top Business Machine Company Loxley (Bangkok) Limited Olivetti (M) Sdn. Bhd. 


Jakarta, Indonesia Limited Bangkok, Thailand Kuala Lumpur, Malaysia 

Tel: 376808 (Taipei) Tel: 221-9156-60 Tel: 03-227188 

Compex International Taiwan, Republic of China SUBSIDIARIES: 

Metro Manila, Philippines Tel: (02) 7727211 Olivetti (Singapore) Pte. Ltd. Olivetti (Hongkong) Limited 


Tel: 202051 Tel: 7375111 Tel: 05-665211 















0 


1. 


д 
1 


HE 
` ko control and dictate developments, 
= which was unacceptable to Vietnam. 


Bru 


P 


atione 
be some sort of a supra-government " 


. Thach's comment about the new 
Asean line was confirmed by the Asean 


` standing committee chairman, Malay- 


sian Foreign Minister Ahmed Rithaud- 
deen. He said that his message to 
Thach was that the main protagonists 
were the Vietnamese and Cambodians 
and they should talk. “I told him that 
what Asean, in particular Malaysia, is 
trying to do is to find how to solve the 
problem of Cambodia . . . and assist in 
this. 


`, "Notwithstanding the problem of 


recognition and non-recognition, it is 
possible to go to the root of the prob- 
lem. So Lsuggested to him why [should] 
not the Cambodians and Vietnamese 
meet and discuss it." However, apart 
from confirming Thach's statement on 
this point, Asean officials deny that 
they are anywhere near an agreement. 


"The trouble with Thach," said one - 


Asean official who had sat in on talks 
with him, "is that he will use the ter- 


minology common to us all — like 
withdrawal, international control 


commission, self-determination, etc. 
— but he means different things. For 
instance, self-determination of the 


` Cambodian people for him is just for 


others to come in and legitimise Heng 
Samrin." 

Thach said associates of Pol Pot can- 
not participate in an election. "Is it for 
the Vietnamese to say or for the Cam- 
bodians to say that?" asked an exas- 
perated Asean official. Besides, Thach 
appeared not ready to clarify what he 
meant by dissociation with Pol Pot and 
up to what level Khmer Rouge cadres 
would be acceptable. 


Ithough some Asean sources see 

progress in the Vietnamese posi- 
tion in its desire to talk specifics of the 
Cambodia problem and stated willing- 
ness to accept Sihanouk and Sann, 
most Asean officials feel that Viet- 
nam's main objective continues to be 
Irving to create division within Asean 
and between Ascan and China in order 
to weaken the main adversary, the 
Khmer Rouge. 

While Asean would not shed tears 
over the eventual disappearance of the 
Khmer Rouge, at this stage Pol Pot's 
fighters on the ground and Democratic 
Küumpuchea's legitimacy remain two 
important assets that Asean does not 
want whittled away. But the reliance 
on the Khmer Rouge and China for 
military muscle against Hanoi also 
acts as a stumbling block against any 
diplomatic initiative such as the 
aborted meetings in Paris. Asean 
seems to be realising at last that it is a 
helpless peacemaker between two am- 
bitious and tenacious communist rivals 
in Asta. п 
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President San Yu emerges from a spell in the political 
doldrums to lead an important state visit to China 


By Rodney Tasker in Rangoon 


urmese President San Yu's state 

visit to Peking, starting on 29 Oc- 
tober, is of great interest from a dip- 
lomatic viewpoint to those monitoring 
the cautious path to smooth relations 
between China and Burma, which 
share a 1,300-mile border. But for Ran- 
goon-watchers its political signifi- 
cance is perhaps even more intriguing. 

By no stretch of the imagination can 
San Yu be called a dynamic political 
leader, particularly as his titles of pre- 
sident and head of state mean little in 
terms of real power. He and his govern- 
ment colleagues are still over- 
shadowed by  Burma's enduring 
strongman, Burma Socialist Program- 
me Party (BSPP) chairman Ne Win. 
Yet San Yu has been a controversial 
subject of attention by observers over 
the past nine months. And his trip to 
Peking is the latest indication of his 
status. 

Early this year, the consensus among 
diplomats here was that the 66-уеаг- 
old president was in the political dol- 
drums. In the Burmese context that 
means he was losing favour with Ne 
Win. The popular view was perhaps 
distorted by reports that San Yu was 
seriously ill with a kidney ailment, 

In a closed, secretive country such as 
Burma, hard political information is 
difficult to obtain, but it was almost 
unanimously agreed by the diplomatic 
community as well as independent- 
minded Burmese tuned in to the pro- 
lific rumour mill that San Yu's wife 
was being investigated for corruption. 
Because of the low salaries paid to gov- 
ernment officials and the inherited 
tradition of “tea money” (low-level 
corruption), this would not in itself 
have raised too many eyebrows but for 
the fact that the allegations were of a 
serious nature, involving lucrative 
property deals, the buying and selling 
of building plots and the privileged use 
of scarce building materials, as well as 
illegal trading in jade and precious 
stones. 

The issue gained more prominence 
from the fact that the investigation 
was carried out by a member of Ne 
Win's personal staff. Coincidentally or 
not, it took place mainly while San Yu 
and his wife were away from Burma: at 
Ne Win's suggestion, San Yu travelled 
to Britain for surgical treatment of his 
kidney ailment in May, and he was ac- 
companied by his wife. 

But when San Yu returned to Ran- 
goon, the 73-year-old Ne Win was at 
the airport to greet him. This was un- 
precedented for the party chairman, 


who had stepped down from the presi- 
dency in 1981 saving that he wanted to 
keep a low official profile. According 
to independent observers who watched 
the arrival, San Yu seemed surprised, 
and perhaps apprehensive, at his re- 
ception. 

Some observers speculated that San 
Yu's kidney problems were so serious 
that Ne Win's surprisingly cordial act 
was the least he could do for a lifelong 
stalwart, who might not be able to re- 
main in the political mainstream much 
longer. But reliable sources say that in 
fact San Yu's ailment was only minor, 
and that Ne Win's move could ónly be 
seen as bolstering his position. Retired 
general San Yu has been close to re- 
tired general Ne Win since World War 
II. and has been a leading light in the 





regime since Ne Win seized power from 
former prime minister U Nu in 1962. 


speech by San Yu shortly after his 
return to Burma — virtually a state- 
of-the-nation delivery in which he re- 
peatedly used the words "I, as presi- 
dent" — must have been approved by 
Ne Win. And while Ne Win was in 
Europe (REVIEW, 18 Oct.), San Yu made 
a state visit to Japan in July. Tokyo 
was, at the time, worried on two 
counts: if San Yu was really ill, there 
was concern whether he would be able 
to make the visit; if he was healthy, but 
reports about his political status were 
correct, the Japanese did not want to 
receive in effect a lame-duck head of 
state. 
In the event, they had no need to 
worry on either count. San Yu was 
neither seriously ill nor out of favour 











are often seen in public together, open- 
ing a hospital here, addressing a com- 
munity association there, giving the 
impression more of a twin leadership 
than a strongman and his official sur- 
rogate. 

Now San Yu is off to China on what 
must be seen as a supremely important 
mission, given that whatever Burma 
does it always has to look over its 
shoulder at Peking, despite its genuine 
desire to be one of the world's purest 
non-aligned countries. San Yu is as 
loyal to Ne Win now as he was in 1962, 
and is evidently trusted by the chair- 
man. Outwardly devoid of ambition, 
and lacking his senior comrade's 
charisma and punch, he is expected to 
remain as president at least until his 
four-year term expires next year. 

Some diplomatic observers feel that 
the important BSPP congress in Au- 
gust 1985 may well see him given a 
fresh four-year mandate. San Yu ap- 
pears to have weathered the corrup- 
tion investigation into his wife's deal- 
ings. He may well have been unaware 
of the allegations, in a society in which 
wives often act as household business 
managers. Seasoned observers re- 
member that in 1977, when a party 
congress voted to ease Ne Win out in 
favour of San Yu, an embarrassed San 
Yu managed to ride out Ne Win's obvi- 
ous wrath. 

Some diplomats believe that San 
Yu's trip to Peking — at China's insis- 
tent invitation — represents a shift by 
Rangoon away from the Western camp. 
But the Burmese have not exhibited 
any pro-Western stance from which to 
shift. China, apart from being a giant 
neighbour breathing down little 
Burma's neck, has proved itself an- 
xious to be involved in Burma's creak- 
ingly slow development. 

Chinese aid has led to the setting up 
of Burma's largest textiles plant near 
the central Burma town of Prome, one 
of its newest rice mills near Rangoon, 
and a project to build a bridge across 
the Rangoon river just outside the cap- 
ital. On the negative side, the Chinese 
retain the right to party-to-party rela- 
tions with the insurgent Burma Com- 
munist Party (BCP). 
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Whereas Peking gives only moral ` 


support to other outlawed communist 
parties in Southeast Asia, it still gives 
material support to the BCP — albeit 
on a much reduced scale in recent 
years. It is unlikely that San Yu and his 
delegation will expect any further con- 
cession from Peking on that score. 
Given Burma's intense interest in 
China's progress, San Yu may well 
have a brief to question his Chinese 
counterparts on the dramatic liberali- 
sation of their economic system. 
Whatever the nuts and bolts of San 
Yu's trip, its political symbolism for 
Rangoon cannot be ignored. But in Ne 
Win's Burma, no one is placing bets on 
the president's political fortunes when 
his four-year term ends next year. p 
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REFUGEES 


Acase of Catch 22 








Fewer Vietnamese are fleeing their country, but tighter resettlement 
criteria keep the pressure on first-asylum nations 


By Alexander Casella in Geneva 


he Vietnamese refugees problem is 
now entering its 10th year and 
while the crisis is over, the issue has 
become, if ‘anything, more complex. 
The massive exodus of the vears 1979- 
81 — when arrivals from Vietnam av- 
eraged 10,000 each month, with a peak 
of 65,000 — is over. Arrivals of boat 
people in first-asylum countries now 
average 2,000 a month. The orderly de- 
parture programme from Vietnam, or- 
ganised under the auspices of the Unit- 
ed Nations High Commissioner for Re- 
fugees (UNHCR), has stabilised at 
around 2,000 a month and on occasion 
has even exceeded departures by boat. 
However, while departures from 
Vietnam have dramatically decreased, 


so have resettlement quotas. The result | 


is that for the past three-and-a-half 
vears the number of boat people in 
first-asylum countries waiting to be 
resettled has remained stable at 
around 40,000. To compound the prob- 
lem, this figure includes an increasing 
number of refugees who have been 
turned down for resettlement and for 
whom no alternative solution is in 
sight. Thus the positive effect of the 
diminished rate of arrival of boat peo- 
ple is offset by the decline of the reset- 
tlement rate. 

This development has had several 
negative consequences. The fact that 
the granting of temporary asylum in 


Alexander Casella is chief of the East Asia and 
Oceania section at the United Nations High Com- 
missioner for Refugees. The views expressed here 
are his own and do not necessarily reflect those of 
the UN. 








Southeast Asian countries remains 
conditional on permanent resettle- 
ment in third countries has created 
major problems. These include refusal 
of asylum to new arrivals and increas- 
ingly harsh measures aimed at deter- 
ring refugees from leaving Vietnam. 
The fear — albeit unfounded that 
they cannot land Vietnamese refugees 
also has induced an increasing number 
of ship masters and owners to refuse to 
rescue refugee boats on the high seas. 
Extended stays in camps have led to 
the prolongation of expensive care and 
maintenance programmes throughout 
Southeast Asia for which the UNHCR. 
in 1984, will channel some US$29 mil- 
lion for boat people alone 

From 1975, two waves of refugees 
have left Vietnam. The first group, 
composed exclusively of southerners 
and numbering some 130,000 people, 
fled with the American exodus in the 
weeks prior to the fall of Saigon and 
were rapidly resettled — mostly in the 
United States. During the following 
two years departures from Vietnam 
were statistically insignificant. and it 
was only in 1978 that the exodus as- 
sumed the dimension of an interna- 
tional crisis. 

This second wave of refugees. was 
composed of several groups. Coming 
from the south, there were ethnic- 
Chinese refugees who generally left in 
a more-or-less organised fashion. in 
large vessels, and ethnic Vietnamese 
whose departure was somewhat more 
hazardous. Most of these refugees 
headed for Thailand, Malaysia or In- 
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tossed the land. Ба into 
. Other northerners left by small 
either for China or Hongkong. 

fronted by the crisis, the 






ct the refugees by seeking to ensure 
t they would not be turned away bv 
untries of first asylum. It also sought 
ensure their survival through a com- 
ehensive assistance programme to 
er the refugees' daily needs. Once 
is was achieved, the UNHCR and the 
rnational community. had to face 
problem in the light of the three 













¿voluntary repatriation, local set- 
ment and resettlement in third 











While the UNHCR has always consi- 
red that voluntary repatriation is 
preferred solution to any refugee 
blem, this proved a non-starter. 
Not only were candidates extremely 
carce but many of those who did apply 
bsequently changed their minds 
r waiting many months in vain for 









ine years not more than a dozen re- 
gees have been accepted for return to 


‘ejected as a principle by the countries 
y Southeast Asia, which were not dis- 
yosed to accept permanently large 
mbers of Vietnamese. While some 
‘ceptions have been made — particu- 
arly by Hongkong, which accepted 
some family-reunion cases — local set- 
lement of Vietnamese in Southeast 
Asia, therefore, could not be consi- 

red as a possible solution. There re- 
mained no alternative to resettlement 
n third countries, with the major ex- 
eption of refugees who had arrived in 
China. 












n 1978, some 265,000 refugees from 
| Vietnam crossed the borderinto China. 

Contrary to the other countries in the 
a, China offered permanent asvlum 
all Vietnamese refugees on its soil. 
e refugees, who included some 
000 ethnic Vietnamese — the rest 
g mostly ethnic-Chinese Vietnam- 
citizens — were resettled on some 
-state farms. To help alleviate the 
51 of the operation, for which China 
eted the equivalent of US$500 
on, Peking asked for UNHCR as- 





In 1980, after a visitto China by High 
ommissioner Poul Hartling, the 
UNHCR opened an office in Peking 
id initiated an assistance programme 
ielp the refugees achieve self-suffi- 
ency. At present, it is estimated that 
зе 190,000 refugees in China bene- 
ited from this and, barring the unex- 







CR sought, as a first step, to pro- |. 


aditional solutions to any refugee | [ 


ipproval from Vietnam. Thus, while | 
anoi has never rejected the principle - 
voluntary repatriation, over the past ` 


As regards local settlement, this was | 


à pected, it is projected that the whole j 
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group will have achieved self-suffi- 
ciency in about four years’ time. 

With China the exception rather 
than the rule, the UNHCR had no al- 
ternative but to proceed with a care- 
and-maintenance programme pending 
resettlement from Southeast Asian coun- 
tries. Whilethis resettlement is still the 
onlv viable solution today for the Viet- 
namese refugees, the changed econo- 
mic and socíal climate in the West has 
led not only to an overall reduction of 
refugee quotas, but has induced many 
governments to apply immigration 
criteria, thus excluding most of those 
who, in the past, would have qualified 
for resettlement as refugees per se. 


These resettlement restrictions ini 








Ane n system in 
2— which means that refugees 


hom Vietnam cannot earn a living and 


are confined in camps run by the terri- 
torv's correctional services. 

The purpose of the closed-camp pol- 
icy was to deter Vietnamese refugees 
from coming to Hongkong. The au- 
thorities felt that conditions for the 
refugees in the territory prior to July 
1982 were so attractive — living in 
open camps in the middle of the city 
and enjoving the right to work — that 
Hongkong had become a magnet and 
was attracting people who otherwise 
would not have left Vietnam. But what 
ultimately proved to be the decisive 
factor was the drop in the resettlement 
rate and, especially, the fact that in 
mid-1982 the US drastically tightened 
its resettlement criteria. Thus the 
| orities felt that some- 
ew down the 







Two vears after the establishment of 
the closed camps in Hongkong, there 
are more questions than answers as to 
both the scope and the impact of this 
policy. Indeed, not only has the 
number of refugees in the territory — 
about 12,500 — remained unchanged, 

but it is impossible prove whether 
the closed-camp- рош y has deterred 
a single Vietnamese from going. to 
Hongkong, or to any other Southeast 
Asian country where closed camps 
have been the rule from the start. 

Of greater concern is whether the 
humane-deterrent concept is not a 
contradiction in terms: isit possible to 
deter a refugee from seeking asylum by 
means other than creating conditions 
so abhorrent that they are worse than 
those in the country of origin? And if 
such is not the case, and the deterrent 
is not absolute, who can guarantee that 
the deterred are not genuine, albeit 
weak-willed refugees, as opposed to 
more determined economic migrants? 

But looking beyond these attempts 
at controlling refugee outflows, . the 
larger issue of resettling refugees, al- 
ready in first-asylum countries, re- 
mains essentially unsolved. Mean- 
while, with a large percentage of the 
refugees — up to 97% in Hongkong 
with regard to refugees from northern 
Vietnam — being rejected by all reset- 
tlement countries and a continuing, 
though reduced, outflow from Viet- 
nam, the situation of the boat people in 
camps in Southeast Asia remains dif- 
ficult, to say the least. While the 
number of Vietnamese. refugees in 
first-asylum camps is still. manage- 
able, there is room for a new, imagina- 
tive approach to ensure that the: re- 
fugees will not linger without a solu . 
tion and that both the countries of first 

bas ane iue international commu- 
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Melanesians seeking to end French rule in New Caledonia say 
they will boycott elections and set up their own government 


By Hamish McDonald in Sydney 
ro-independence groups in New 
Caledonia have broken with the 

French Government's programme for 

self-determination in the Pacific is- 

land territory by declaring they will 
boycott and disrupt elections called for 

18 November and then set up their own 

"provisional government.” 

Fears of an Algeria-style conflict be- 
tween the indigenous Melanesians, the 
Kanaks, and diehard elements of the 
large French community have been re- 
vived among regional neighbours. 
Australian Prime Minister Bob Hawke 
has spoken of “growing political ten- 
sions," while Vanuatu Prime Minister 
Walter Lini has said the New 
Caledonia situation is *explosive and 
almost beyond the control of the 
French Government." 

Alarm has been heightened by dis- 
closure that about 18 young men be- 
longing to the Kanak Socialist Libera- 
tion Front (FLNKS) are currently in 
Libya, apparently at the expense of the 
Libyan Government, to receive about 
six weeks of "security-guard training" 
to protect front leaders during the 
coming confrontation. 

French Minister for External Ter- 
ritories Georges. Lemoine made a 
strong appeal against the boycott dur- 
ing a visit to New Caledonia on 16-20 
October. In one speech at a pro-inde- 
pendence stronghold called Canala, 
Lemoine said: "I feel the choice has be- 
come very simple, even for those who 
want independence: there are those 
who want independence with France 
and those who want independence 
with Libya." 

To the FLNKS, however, the French 
programme holds out a diminished 
and delayed prospect of indepen- 
dence. The November elections are for 
a new territorial assembly which will 
elect an executive who will hold pow- 
ers over New Caledonia's internal af- 
fairs. At the same time France will 
create a new upper chamber, the Re- 
gional Assembly, with half the mem- 
bers chosen by the Melanesian Coun- 
cil of Chiefs and half nominated by 
the French high commissioner, cur- 
rently Jacques Roynette. A referen- 
dum in 1989 will decide the indepen- 
dence question. 

The Kanak front says the plan repre- 
sents a retreat by the socialist govern- 
ment in Paris from pledges supporting 
early independence made before Presi- 
dent Francois Mitterrand came to 
power in May 1981. Enabling legisla- 
tion was bitterly fought by conserva- 

tive opposition parties in the French 





| 


National Assembly and passed only in 
August. 

But it was greeted as a sell-out by the 
Kanak movement's chief spokesman in 
Paris, Roch Pidjot — one of two New 
Caledonia deputies in the assembly, 
The autonomy plan “sweeps aside the 
rights of the Kanak people,” he said, 
and “plays into the hands of the most 
reactionary forces in New Caledonia.” 

The racial balance of New 
Caledonia's 145,000 population pre- 
sents the fundamental problem for 
decolonisation. The Kanaks, who 
number about 64,000, are a minority in 
their own country. About 50,000 Euro- 
peans, their numbers swelled by the 
territory's strong nickel industry in the 
1960-70s and the recent tourist boom 
from Japan and Australia, are deeply 





entrenched in the local economy and 
occupy much prime farming land. 

The balance are some 16,000 immi- 
grants from other French Pacific ter- 
ritories and about 10,000 Asians, 
chiefly descendants of Indochinese — 
including many Vietnamese — work- 
ers imported by French enterprises 
since the island was annexed in 
1853. 


Ао» the Mitterrand govern- 
ment is credited with reforms in 
labour laws, land tenure, agricultural 
credit for Melanesian communities 
and the institution of a local income- 
tax base, the political balance has not 
been effectively weighted towards the 
Kanaks as they demand. All French 
citizens resident for more than six 
months are eligible to vote, while 
French public servants, military per- 
sonnel and their families can vote im- 
mediately on arrival. The Kanak front 
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French troops at the assembly: an explosive situation. 
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one parent born in New Caledonia. 

Without à chance of the franchise, — 
the outcome of the 1989 referendum is. _ 
a certain "no" vote. In addition, critics _ 
say that the high commissioner will re- $ 
tain substantial veto powers over the 
new assembly and that the Melanesian _ 
chiefs, who will select half the new _ 
upper chamber, are themselves set up _ 
by French authorities rather than by _ 
local communities. : 

The withdrawal of the Melanesian 
groups from the French political pro- . 
cess and their moves to proclaim a - 
state (which they would call Kanz ty) i 
dismayed heads of government at the | 
South Pacific Forum meeting on 27-28 _ 
August in Tuvalu, formerly the Elliee _ 
Islands. The forum stressed the impor- 
tance of all parties participating in the 
peaceful resolution of the New _ 
Caledonia question and urged them to | 
keep talking. The 13-member forum jis 
clearly in favour of New Caledonia's 
independence, however, and urged _ 
France to bring forward the referen- _ 
dum, suggesting a date in 1986. A 

The forum did keep the problem in _ 
the region, however, by resisting calls 
for New Caledonia to be put on the 
agenda of the Unit- _ 
ed Nations Com- 
mittee on Decol-^ 
onisation, but its 
own attempts to get | 
involved have not — 
been toosuccessful. 
France has rejected: 
proposals for the 
past two years that 
a forum delegation 
of ministers visit 
New Caledonia, 
though it said it 
would welcome 
visits by individual 
ministers. New 
Zealand Prime 
Minister David 
Lange has been 
among the first to 
take this up, with a visit on 6-7 October. 

Lemoine's pre-election tour has 
been accompanied by quiet prepara- 
tions for trouble, with some reports _ 
from the capital, Noumea, that au- 
thorities have flown in two extra pla. _ 
toons of riot police to reinforce the 700 А 
police апа 3,000 military personnel | 
permanently stationed in New 
Caledonia. Diplomats said France had 
the capability to fly in further rein- 
forcements at short notice from Tahiti 
or even metropolitan France. 

The big test will be whether the 
FLNKS can keep a big majority of 
Kanaks away from the polls on 18 
November and thereby discredit the 
French process. Diplomatic analysts 
quoted estimates that perhaps 90% of 
Kanaks support immediate indepen- 
dence, but cautioned that many would 
not lightly throw away the vote they 
gained through enfranchisement in 
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| he idea of correcting the apparent 
95 "imbalance" of Indonesia's popula- 
"tion — or at least alleviating popula- 
| боп pressure and poverty in Java by 
— "iransmigrating" people from Java to 
‘the outer islands — is almost a century 
old. The Dutch colonial administra- 
"tion, impressed by a census in 1905 
which showed that 80% of the popula- 
tion of the East Indies (then 37.5 mil- 
lion) lived on Java, which accounted 
for only 7% of the land area, embarked 
^on a "colonisation" policy which over 
"the next 35 years settled some 200,000 
"people, mostly in southern Sumatra. 
— After independence, the idea was re- 
»wived, initially with quite unrealistic 
"targets. In practice, the numbers 
- moved during the period of former pre- 
sident Sukarno rarely exceeded 25,000 
Чп any one year, and declined to a 


- trickle in the chaotic mid-1960s. In- 
terest in transmigration revived after 


` 1966, but with a different perspective: 
| И came to be recognised that transmi- 
| gration could not solve the population 
~ "imbalance," or even the problem of 


— population pressure in Java. Even an 


-ambitious programme involving the 
- movement of 200,000 people a year 
would be equivalent to only 10% of the 
^ annual increase in Java's population. 
| Transmigration now is viewed as 
_ having primarily a welfare objective: 


~ to raise the living standards of the mi- 


- grants themselves and, perhaps — by 
reducing numbers — improve living 
—standards throughout rural Java. A 

— secondary motive has been to promote 

. lagging economic development on the 

- outer islands. 

~ During the first five-year plan, Re- 


` pelita I (1969/70-73/74), transmigra- 


` tion was resumed, with the emphasis 
‘on expanding food production. As the 
older settlement areas in southern 


— Sumatra became overcrowded and in- 


creasingly resembled some of the worst 
areas of Java itself, attention shifted to 
swamp reclamation in coastal regions 


- of southern Kalimantan and eastern 


Sumatra and to non-irrigated (rain- 
fed) land in other provinces of 
Sumatra, Kalimantan and Sulawesi. 
The Opec oil-price increases of 1973- 
14 and 1979-80, which brought hither- 
to unimaginable foreign-exchange 


earnings to the country, raised Indone- 


sian development targets all round. 
Transmigration became one of the 
main beneficiaries. Both the scale of 
the programme and its regional deve- 
lopment objectives became more am- 
bitious. 

The income of migrant settlers was 
to be raised by giving them enough 
land to grow cash crops, such as rubber 
or palm oil, as well as food for their 
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own needs. Settlements, increasingly, 
were to serve as growth centres by 
attracting spontaneous migrants from 
Java and by promoting regional deve- 
lopment beyond agriculture, in pro- 
cessing and other industries as well as 
in trade and services: %7 

Repelita П (1974/75=78/79) at first 
adopted a target of 50,000. families 
(200,000 people) a year = four times 
more than the highest figure achieved 
in any previous year. This soon was 
recognised as unrealistic. and was 
scaled down to 20,000 families a year. 
The third plan (1979/80-83/84) set its 
sights even higher, with a target of 
500,000 families or more than 2 million 
people during the plan period, and 
within a year of its adoption the second 
oil-price increase seemed to make such 
a vast programme financially feasible. 

Development budget allocations 
were raised from about US$5 million a 
year in Repelita I to US$340 million in 
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Repelita III — equivalent to almost 6% 
of the development capital budget. 
Since the early 1970s, the transmigra- 
tion programme also has received a 
substantial flow of external assistance, 
from the World Bank and other inter- 
national agencies. 

Judged merely by the number of peo- 
ple moved from Java, Bali and Lom- 
bok, the transmigration programme 
has achieved remarkable results in the 
past 10 years. Admittedly, the Repelita 
Ш target of 500,000 families has 
proved over-ambitious. (Official 
statistics which show it to have been 
reached include a substantial number 
of spontaneous migrants.) But to have 
managed the movement, as well as the 
settlement even of 50-60,000 families a 
year in the often extremely difficult 
conditions of the Indonesian ar- 
chipelago, represents a notable organi- 
sational feat. \' 

Even in terms of numbers, the effort 
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has not been pointless: The removal of 
200-300,000 people-a year has relieved 
population pressure and consequent 
social problems in some of the poorest 
areas of Java. Noris there much doubt 
that the welfare of'the transmigrant 
families has been! improved. The 
scanty evidence suggests that their in- 
come is not significantly above the 
average in Java, but even this — and 
the ownership of a piece of land — 
represents a great improvement for 
formerly landless labourers. 

There is evidence; also, that the pro- 
gramme has contributed to increased 
food production on the outer islands, 
has opened up large tracts of jungle and 
swamp, and laid the foundations for 
longer-term regional development. 

To achieve these results, the trans- 
migration programme has had to over- 
come immense obstacles, some of 
which cast serious doubts on its future. 
The programme has imposed severe 
strains on the large and complex, but 
not very robust, Indonesian bureauc- 
racy. The costs of the programme rose 
with the improvement in facilities pro- 
vided to transmigrants. The direct cost 
to the development budget during ite- 
pelita IV (1984/85-88/89) of a target 
programme of 800,000 families would 
reach at least US$2 billion a year. Such 
a figure might have been accommo- 
dated during the vears of the oil boom. 
It hardly could be contemplated in the 
conditions which began with the world 
oil glut of 1982. 

Most serious of all has been the in- 
creasing difficulty of finding suitable 
land for settlements on the outer 15- 
lands, where most of the soil is much 
less fertile than the volcanic soil of 
Java. By 1965, most of the good ag- 
ricultural land was already under cul- 
tivation. For some years after 1966, re- 
claimable swamp attracted most in- 
terest among transmigration planners, 
but the technical difficulties and costs 
have proved very great. Most settle- 
ment in the past decade, therefore, has 
been in upland regions of Sumatra and 
Kalimantan, with soils of low fertility, 
highly susceptible to erosion and 
leaching. 


hree factors have limited the choice 

of suitable sites even here. One is 
that clearing of primary forest for 
settlement sites has virtually ceased, 
as forest cónservation has been given 
higher priority. A second major prob- 
lem has been infestation of cleared 
and grass land by alang-alang grass, 
which renders large areas unusable 
for agriculture. The third persistent 
difficulty has been land claims by 
local populations on even sparsely 


ive ЗЕЯ 196 TASTE bL ECC 7 











> We | 
A" EE" ER. 


сл Baar + 


< + A 
-— CÓ ч è = m à NOU = 

A ce a SCR DOCU c AD PTT Pac um жак — = АДР ELE EV 
EU Mace a WS ER ROS PEE meee 


Ta 


A 


populated land of the outer islands. 

All these factors have made trans- 
migration sites in the traditional set- 
tlement areas increasingly hard to 
find. “Sumatra and Kalimantan are 
full,” it has been said. This is why in 
planning for transmigration during 
Repelita IV the remote province of 
Irian Jaya has-been considered seri- 
ously as the major target area. 

So long as ample land nearer to Java 
was available, little thought was given 
to Irian Jaya as a recipient area. It 
never figured significantly in the 
Dutch colonisation policy, and a mere 
trickle of transmigrants was sent to 
Irian Jaya in the 1960s. About 2,000 
families were moved to Irian Jaya dur- 
ing Repelita II and some 12,000 during 
Repelita III. In the same period, the 
number of spontaneous immigrants to 
Irian Jaya from other provinces of In- 
donesia is estimated at 160,000. 

In the early stages of planning for 
Repelita IV, transmigration target fig- 
ures as high as 1 million families (4-5 
million people) were under discussion, 
and a substantial proportion of these 
were to be settled in Irian Jaya. More 
recently, the target has been scaled 
down to 800,000 families overall. in- 
cluding some 300,000 spontaneous 
migrants. Of the 500,000 transmigrant 
families, 137,000 (or about 600,000 
people) are to be settled in Irian Jaya. 

It is difficult to believe that the or- 
ganisational problems of so ambitious 
a target will be any less in Irian Jaya 
than they have proved to bein Sumatra 
and Kalimantan. It is true that Irian 
Jaya is a large, sparsely populated pro- 
vince, but it is remote, with minimal 
transport and other infrastructure, 
and much of it consists of barely ac- 
cessible mountain ranges. Above all. 
large-scale transmigration to Irian 
Jaya raises political problems not en- 
countered in the older settlement pro- 
vinces. 

When Indonesia incorporated West 
Irian (as it was then called) in 1962, 
with only token consultation with 
spokesmen of its 600,000 Melanesian 
population, the move was widely criti- 
cised in Western countries. Indonesia 
based its claim on the fact that West 
Irian had been part of the Dutch East 
Indies, to which the republic was seen 
as the legitimate successor. It rejected 
the argument from ethnic diversity as 
being hardly less applicable to many 
other parts of the country. 

Irian Jaya is irreversibly a province 
of Indonesia, and Indonesians see it as 
their task to integrate and develop it. 
Vis-a-vis the indigenous Melanesian 
people of the province, educated In- 
donesians think of themselves (much 
like educated Frenchmen in their 19th 
century colonial empire) as having a 
civilising mission. The Indonesian 
Government, in fact, has made very 
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great efforts to promote economic 
development and public services — 
transport, health and education — in 
the province. 

Government expenditure in the 
province was budgeted to exceed 
US$250 million in 1983-84, and 
further increases in real terms are 
planned through Repelita IV. There 
has been little overt friction between 
indigenous and immigrant people in 
the province, though, in the highlands 
especially, the local people have been 
reported bemused by official efforts to 
“civilise” them. The handful of mem- 
bers of the Free Papua Movement 
(OPM) until recently have presented no 
serious problem. 


Mi transmigration to Irian 
Jaya is widely believed to pose a 
serious threat to this relatively stable 
Situation. An inflow of 600,000 
Javanese transmigrants and numerous 
spontaneous immigrants from other 
provinces would soon swamp the in- 
digenous population. Whether or not 
the Melanesians of Irian Jaya would 
actively object or rebel, the fact that 
their plight would be viewed with sym- 
pathy by their ethnic “brothers” across 
the border in independent Papua New 
Guinea would greatly exacerbate the 
problem. 

Port Moresby has leaned over back- 
wards to maintain friendly relations 
with Jakarta. When Indonesian army 
action to capture a few OPM guerillas 
recently led to a flight of 10,000 
Irianese village people across the 





6 There is no easy way out of 
Indonesia's transmigration 
dilemma. Many have long been 
sceptical about the whole 
transmigration concept . . . But 
the vested interest, emotional 
and organisational . . . is too 
strong for the programme 
simply to be stopped. 9 
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border, the Papua New 
Guinea authorities went 
out of their way to ar- 


Government keenly 


to minimise friction. 


shared by 


Guinea and in Austra- 
lia 
to the regime of President Suharto, 


they are only too ready to suspect orat? 
least accuse Indonesia of expansionist © 


designs on Papua New Guinea and t6 


see strategic motives behind the pro- | 
gramme of transmigration to Mian 


Jaya. The fact that the lowland areas of 


the province best suited for transmig= ” 
rant settlements happen to be in the 3 
border regions south of Jayapura and 


north of Merauke lends superficial 
plausibility to such suspicions 


Australian media reaction to Port _ 


Moresby's request to the Australian 
Broadcasting Corp. іп Мау not to 
broadcast an interview with an OPM 
leader conducted illegally on Papua 
New Guinea territory, and a sugges- 


поп by one of Australia’s best-known 


journalists, Kenneth Davidson of the 
Melbourne daily newspaper, The Age, 
that Australia should arm the OPM 
need not be taken too seriously. They 
certainly do not reflect Australian offi- 
cial or majority opinion 

But there can be no doubt that large- 
scale transmigration to Irian Jaya over 
the next few vears would further de- 
stabilise the Indonesia-Papua New 
Guinea border situation and plav inte 
the hands of Indonesia's erties and 
enemies. There is no easy wav out of In- 
donesia’s transmigration dilemma. 
Many have long been sceptical about 
the wisdom of the whole transmigra- 
tion concept. believing that the prob- 
lems of Java have to be solved in Java 
and that the money would be better 
spent there. But the vested interest, 
emotional апа organisational. in 
transmigration is too strong for the 


| programme simply to be stopped 


In the longer run, the answer to the 
land problem lies in development of 
effective techniques of alang-alang 
eradication and of cheaper methods of 
swamp reclamation in Sumatra and 
Kalimantan. But until more land be- 
comes available in either wav on the 
other islands. a temporary sealing- 
down of the programme may be wiser 
than inviting serious political trouble 
through wholesale transmigration to 
Irian Java. п 
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[he nervous co-existence of 
Catholicism and communism 


NUN CAYO SOLOMd 


By David Jenkins in Hanoi 


оа фа them іп Rome that I will never 
betray the faith, the church and 
the pope. However, I will be pliable 
where it is possible and collaborate 
with the government as long as it asks 
nothing of me which is contrary to my 
faith.” 

When Archbishop Paul Nguyen Van 
Binh of Ho Chi Minh City uttered those 
words to a departing missionary at the 
time of the communist takeover of 
South Vietnam in 1975, he was effec- 
tively giving notice that Roman Catho- 
lic Church leaders in the south would 
be falling into line with the “render- 
unto-Caesar” policy long adopted by 
their religious brothers in the north. 

It was a policy that commended it- 
self to the politburo in Hanoi. Al- 
though the 15 members of that body 
had little time for religion in general 
and for Catholicism in particular, they 
were in no hurry to lock horns with the 
country’s small but devout Catholic 
community. In the years that followed, 
a fairly explicit contract developed be- 
tween church and state in the south, 
mirroring a similar contract that had 
been in operation in the north since 
1954. 

In Vietnam today, the churches are 
open and invariably packed, and the 
services proceed with the full range of 
liturgical and ceremonial embellish- 
ments. But the church must confine it- 
self most assiduously to theological 
and liturgical activities and not in- 
volve itself in any social work. 

Church schools were ordered closed 
in 1975 and there are no longer any 
church-run hospitals or orphanages. 
Proselytising is very definitely out. 
And despite occasional government 
claims that small groups of Catholics 
have been involved in anti-revolution- 
ary activities, there is no suggestion 
that the church as such is remotely 
connected with politics. 

The policy of Cardinal Joseph-Marie 
Trinh Van Can in Hanoi is to have the 
church survive — by being above re- 
proach. “The Vatican has learned the 
lesson of China,” said a source in 
Hanoi. “The policy is to let the locals 
judge the mood of their political mas- 
ters.” (In China, a “patriotic” Chinese 
Catholic church, which appoints its 
own bishops, controls the loyalties of 3 
million “patriotic” Catholics who have 
renounced all links with the Vatican, 
leaving 1 million Vatican loyalists 
open to continuing persecution.) 

In short, the Vietnamese bishops are 
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conducting a holding action and the 
church is still enjoining Vietnam's 3.6 
million Catholics to maintain the sep- 
aration of church and state. But church 
leaders in northern, central and south- 
ern Vietnam, who interpret that policy 
with varying degrees of flexibility, are 
only too aware that the church ope- 
rates under considerable restraint and 
that the government is seeking to 
further contain its activities. 

Although a recent Vatican newslet- 
ter has claimed otherwise, sources in 
Vietnam say the government cannot 
really be said to be persecuting the 
church — at least not in a systematic 
way. That, it is said, would only be 
counter-productive and make the 
church even stronger. But it is clear 
that the government is seeking to curb 
the church's future activities, mainly 
by choking off the supply of new 
priests, hoping that in this way the 
church will simply wither and die. 

"Church and state are not on a colli- 
sion course,” said one observer. "It's a 
war of attrition. The government 
thinks there will be no priests in 20 or 
30 years and that the church will just 
die out." Whether that will happen or 
not, remains to be seen. Certainly the 
experience of Vietnam's friend and 
benefactor, the Soviet Union, would 
suggest there are grounds for scepti- 
cism here. For as Stalin discovered 
when he enlisted the help of the Rus- 
sian Orthodox Church in the war 
against the Nazis, a shortage of priests 
and a weakening in the authority of the 
bishops only meant that the laity were 
forced to play a greater role in church 
affairs. 


against the government, such as recent 
rumours that the Virgin Mary would 
appear at two churches just south of 
the former demilitarised zone in cen- 
tral Vietnam. 

Some Catholics, it is said, aided and 
abetted by the intelligence services of 
the United States and China, have used 
church premises to oppose the regime. 
"Behind the altar they may print leaf- 
lets, anti-government speeches and 
store caches of arms," Tung said. 

Perhaps. the greatest cross the 
church has to bear is a history of in- 
volvement in what some would see as 
the wrong side of the nationalist strug- 
gle. Monsignor Pigneau de Béhaine, 
bishop of Adran, helped Emperor Gia 
Long to unify the country and ascend 
the throne of Annam in 1802. But the 
emperor's son, Ming Mang, turned vio- 
lently against foreign priests and Viet- 
namese Catholics, seeing them as a 
threat to the traditional Chinese- 
oriented culture of Vietnam, in which 
religion and social structure were 
closely intertwined. 

In the years that followed, French 
missionaries were driven from the 
country, imprisoned and executed — 


B: that as it may, Hanoi's leaders 
seem confident that their policies 
will eventually bear fruit and are pre- 
pared to look on the activities of the 
Catholics with a mixture of forbear- 
ance, watchfulness and polite, pri- 
vately expressed derision. “Naturally 
we don't like religion,” Hoang Tung, 
editor of the party daily Nhan Dan for 
32 years until 1982 and a member of 
the party secretariat, told the REVIEW 
“But we don't stop people going to 
church. We do not and we cannot. Be- 
cause stopping the people would create 
a political issue.” 

Watchfulness, however, is a key part 
of state policy in this matter, as it is in 
almost every other aspect of daily life. 
According to Tung, there have been 
“different tricks” played by the church 
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events which gave the French a pretext 
for intervention in local affairs. Most 
of Vietnam's Catholics — 2 million at 
that time — baeked the communist 
Viet Minh in its idependence struggle 
if (hey resisted its at- 
e and direct them, 
fiétnamese bishops ap- 
pealed to the рону support Vietnam- 
ese independen 
But in time thé Catholics came to re- 
sent Viet Minh’ impositions and in 
1954, after the communists took over 
North Vietnam; as many as 800,000 
refugees, most of them Catholics, fled 
to the South, encouraged to do so 
by their religious fF leaders and by the 
promises of the anticommunist 






government there. “God and the Virgin 
have gone south," some priests told 
their flock, “only the Devil remains in 
the North.” 

The fact that Ngo Dien Diem, a 
Catholic nationalist who had been liv- 
ing in seclusion with the Maryknoll 
Fathers in New Jersey and who had 
been installed as prime minister of 
South Vietnam, chose to depend to an 
excessive degree on the Catholic com- 
munity did nothing to endear Catholi- 
cism to a largely Buddhist community 
in the South. Finally, it is not without 
significance that it was in the mid- 
1950s, a time of intense anti-com- 
munist feeling, that many of the pres- 
ent bishops and priests were passing 
through seminaries. 

Given all this, it is hardly surprising 
that the present Vietnamese leader ship 
views the Catholics with some suspi- 
cion — the Catholics having openly as- 
sociated themselves with this govern- 
ment's enemies, in particular the 
French and Diem. The fact that Viet- 
nam's Catholics number only 3.63 mil- 
lion, or about 6%, of the total popula- 
lion, only underscores the need for 
continuing circumspection; Vietnam is 
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not Poland, where almost the entire 
population is Catholic. 

Of Vietnam's 3.63 million Catholics, 
all but about I million are in the south. 
According to Le Quang Chanh, vice- 
chairman of the Ho Chi Minh City раб. | 
ples Committee, there are 500,000 
Catholics in the city out of a total 
population of 3.5 million. Other 
sources put the number of Catholics 
between 500:000 and 1 million. 


he most immediate problem facing 
the church is that the state makes it 
difficult for seminarians to graduate. 
As a result, there is a steady process of 
attrition, with the number of priests 
almost certainly on — or about to enter 


— a downward curve. wurde tothe 
best estimates, there are 500-600 
priests in the north and 1,200 or so in 
the south. Another 130-200 priests 
are said to be in re-education camps 
This would suggest that there is one 
active priest for every 2-2,100. Catho- 
lics — not a bad number in the cir- 
cumstances. 

But the priesthood is getting old, 
particularly in the north. The average 
age of the bishops who head the 10 dio- 
cese in the ecclesiastical province of 
Hanoi is 68.6 years and one man - 

Bishop Dominique Le Huu Cung of Bui 
Chu — is 86. The average age of the six 
leading church figures in central Viet- 
nam's ecclesiastical province of Hue 
is 64, while in the south the average age 
of the nine senior bishops (including 
the archbishop) is 69. And though some 
seminaries are still open, fewer and 
fewer priests are being ordained. 

At its zenith, the Catholic church in 
Vietnam had 36 seminaries, some of 
them quite large. Today, there are only 
two or three small seminaries, one in 
Hanoi, the others in the south, training 
100 or so young men for the priesthood. 
(The Vatican puts the. number of 
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seminarians at more than 500, which is 
thought to be unrealistically high.) 
Moreover, while seminarians are 
being trained, very few are being or- 
dained. In the north, said one source 
young men emerging from the 
seminaries are encouraged to return to 
their home towns or villagers, intres 
| duced to marriageable girls and urged 
to settle down. At the same time, the 
number of potential seminarians ds 
drying up, partly because there is little 
publicity about the work of the church, 
partly because there is official preg 
sure to choke off new admissions. 
According to.one source, the chureh 
politely turned down a 1982 govern- 
ment offer to set up a state-approved 








seminary teaching Marxism-Leninism 
as well as theology and the govern- 
ment, resentful and angry, placed a 
ban on all future ordinations 

In the south, the picture, as far as the 
church is concerned, is somewhal 
brighter than it is in the north. Thereis 
a steady flow of young men entering 
the seminaries, and the number of girls 
wanting to become nuns is said to be 
astoundingly high, with interest being 
shown in teaching, contemplative and 
other orders. The government also is 
allowing some nuns back to work as 
nurses in hospitals, a development 
which is welcomed by the church and 
which is said to be working well 

All but one of the 25 dioceses have 
bishops and they have met every yea) 
since the reunification of Vietnam in 
1975. Significantly, an unusually high 
number of co-adjutators have been ap 
pointed, each of whom will suceeed a 
particular bishop on his death. Her 
too, however, there is a significant dif- 
ference between north; south and 
centre. Only two co-adjutators have 
been named for the 10 posts in “the 
ecclesiastical province of Hanoi, while 
the figure is four out of six in central 
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"Meanwhile, church абе аге 
arked by pronounced regional dif- 
erences. In the north, where the com- 
Колы» have been in power for 30 
- years, the church is extremely conser- 

_ vative, both in its internal organisation 

~ and practices and in its relationship 
— with the state. Inside the churches, all 

` the men gather on one side, all the 
3 women on the. other, a legacy of the 
- days before the second Vatican Coun- 


Yet the congregation is mixed in age, 
and the cathedral in Hanoi is packed 
—on Sunday evenings, the choir magni- 
- ficent. *Going to church is the one mo- 
ment of joy for many people,” said a 
_ Catholic source in the Vietnamese cap- 
ital. 

If the Catholic church in Vietnam 
"has decided that its main purpose is to 
^ survive, then Can is the personification 
— of that policy. Now 63, the cardinal is 
- cautious and quiet, a self-effacing man 
who lives a cloistered existence in ex- 
tremely modest surroundings. In the 
‘south, the atmosphere is more lively, 
| the reforms of Vatican II having been 
introduced. "The bishops in the 
p^ said a source in Hanoi, "are 
kedly more conservative than their 
rothers in the south." 




















T Can is conservative and Binh of Ho 
Chi Minh City flexible enough to 
ела іп the wind, then Archbishop 
- Philippe Nguyen Kim Dien of Hue is 
"known as a somewhat difficult and 
disputatious man and one in frequent 
conflict with the authorities. Dien is 
Said to argue, in much the same man- 
пег as Pope John Paul П, that com- 
 munism is wrong and that the church 
can only survive if it stands up to it. In- 
 terestingly, no co-adjutator has been 
— named to succeed Dien. 
— Dien’s most recent troubles stem 
- from his opposition to the government- 
— organised Committee for Solidarity of 
- Patriotic Vietnamese Catholics, suc- 
cessor to a Catholic front organisation 
set up in the mid-1950s after the mass 
exodus of Catholics to the south. The 
- Catholic bishops of Vietnam have 
- steadfastly ignored this body — which 
— professes allegiance to the church and 
— the pope and which claims to speak on 
— behalf of the Catholic faithful — but 
have stopped short of condemning it. 
— A Dien, who had no time for the group- 
ing, dismissed two of his priests who 
joined the committee, an action which 
is said to have angered the authorities. 
According to sources in Vietnam, 
Dien may even be under arrest in con- 
` nection with these actions, a claim 
- which was given additional credence 
by a recent newsletter published by the 
Vatican Congregation for Evangelisa- 
tion. Other sources say he has been 
——  seeg moving about fairly freely but is 
looking frail and unwell, an account 
| which is more plausible given the fact 
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Dais КОЕ of creeds 


By David Jenkins in Tay Ninh 


t a solemn drum signal, two lines 

of devotees — men on the right, 
women on the left — file from the sun- 
baked courtyard into the Great Divine 
Temple of the Holy See. The women are 
clad in white flowing robes; the male 
dignitaries in gowns of purple (signify- 
ing authority), saffron (virtue) and 
azure blue (tolerance and pacifism). 

From the gallery above the entrance 
to the nave come the sound of stringed 
instruments and the voices, rising and 
falling in strange hypnotic tones, of a 
choir. Gazing down on the congrega- 
tion from an altar at the front is the 
enormous Universal Eye; on either side 
of the temple are baby-pink pillars, en- 
twined with green dragons. 

It is noon in this humid rubber- 
growing centre, 60 miles northwest of 
Ho Chi Minh City near the Cambodian 
border. An hour-long ceremony, one of 
four held each day, every six hours 
from midnight, has just begun at the 
Cao Dai temple, headquarters of one of 
Asia’s most unusual and eclectic reli- 
gions. 

The Cao Dai church had its origins in 
1919 when a minor Vietnamese 
functionary named Ngo Minh Chieu, 
incarcerated by the French on an is- 
land off Cochin China, began holding 
seances, with the help of young girl 
mediums, to communicate with voices 
from the spirit world. One of these 
voices, it is said, revealed itself as Cao 


Dai, the Supreme Being. In 1926, after 
Chieu had been allowed to leave the is- 
land, he formally established his new 
religion, the seat of which was in Tay 
Ninh. Within four years the movement 
had more than 1 million followers. 

Aptly described by one writer as “a 
cocktail of the great creeds,” the Cao 
Dai sect is an amalgam of Vietnamese 
spirit worship, Christianity, Taoism, 
Buddhism and Confucianism. Its fol- 
lowers worship the Supreme Being in 
the form of the solitary Universal Eye, 
representations of which dominate the 
interior of their cathedrals and 
churches. 

Cao Dai revelations come from Vic- 
tor Hugo, Sun Yat-sen and Nguyen 
Binh Khiem, a Vietnamese prophet 
and poet. Its priesthood, modelled on 
that of the Roman Catholic Church, 
was set up with one pope, three censor 
cardinals, three cardinals, 36 arch- 
bishops, 72 bishops, 3,000 priests and 
any number of student priests. 

If the Caodaists had left it at that, the 
new religion might not have attracted 
much more than a passing glance from 
the curious. But Pham Cong Tac, the 
second “temporal pope” of the Cao 
Dai, was a man of pronounced 
nationalist leanings, and in the late 
1930s the sect attracted government 
officials, landowners, businessmen, 
students and peasants — a develop- 
ment which made the French colonial 
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that the pattern of government be- 
haviour has been to isolate but not ar- 
rest such figures. Vietnamese au- 
thorities in Hanoi, Ho Chi Minh City 
and Hue are reluctant to talk about the 
case and turn away inquiries. How- 
ever, in an interview, Foreign Minister 
Nguyen Co Thach denied any know- 
ledge of Dien being in prison or under 
any restraint, but made a distinction 
between good priests and bad priests. 

“We respect the freedom of consci- 
ence,” Thach said. “But we punish 
everyone who would abuse that free- 
dom to work against the country’s 
security. Once you have the clothes of a 
priest you must abide by the articles of 
the constitution. And if you abuse the 
constitution, you are no longer a priest. 
So if there is someone in jail now, we do 
not consider him as a priest. And if 
they are still priests, that means the 
church is working against the security 
of the country.” 

Asked about Dien, Nguyen Van 
Dieu, the chief of protocol in the office 
of the People’s Committee in Hue, 
answered: “As long as anyone, low or 
high, Catholic or Buddhist, commits a 


crime, he must be punished.” However, 
when questioned further, Dieu said 
Dien was not under arrest “and enjoys 
his rights.” 

In the eyes of some, an apparent 
clampdown on Dien is just the latest in 
a growing list of government actions 
against Catholics. At the end of June 
last year, a court sentenced 13 Viet- 
namese from the Jesuit Dac Lo Centre 
in Ho Chi Minh City in connection with 
the publication of a newsletter entitled 
Religion Incarnate. The newsletter, 
which had been published regularly 
since 1977, was, by all accounts, of 
purely religious interest. But its advo- 
cacy of social work evidently had a 
sinister ring to those in authority, and 
was portrayed as counter-revolution- 
ary, which, technically speaking it 
may have been, given the ban on any 
such activities. (The defendants were 
also accused of dealing illicitly in 
gold.) 


B: that as it may, the government 
reaction was seen by many as un- 
usually harsh. The editor of the news- 
letter, Fr Le Thanh Que, was sentenced 
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authorities distinctly uneasy ок 
so when certain Caodaist leaders — 


began to forge close links with the Ja- 
panese. 

After an initial alliance with another 
religious sect, the Hoa Hao, and the 
communist Viet Minh, the Cao Dai 
came out against the communists, and 
its private army''of 20,000 men was 
armed and financed by the French. The 
army, however, was dis- 
armed by South Vietnamese 
president Ngo der; aped in 
1956. oU 


oday, Cao Dableaders and 

the communists have 
come to terms, and followers 
of the religion are free to 
worship. However, many of 
its priests have spent time in 
"re-education camps" and 
some may remain incarcer- 
ated. According to Huynh 
Van Luan, vice-chairman of 
the Tay Ninh Provincial 
People's Committee, Tay 
Ninh's Cao Dai leaders were 
"pro-imperialism' and anti 
the revolutionaries.” But the 
members, he insists, were all 
strictly for the revolution- 
aries. 

Tac, whom communist of- 
ficials consider to have been 
hopelessly “anti-revolution- 
ary," was not in Vietnam at 
the time of “liberation” in 
1975, said Luan, and died in 
Cambodia. “The others were 
re-educated and continue to : 
practise their religion,” 
added Luan, a trifle smugly, 
“and I think we have suc- 
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ceeded i Vim then trite good citi- 
zens." | AJ 

The most senior Cao Dai leader 
today is Cardinal es Huu Thanh, 
who is two ranks below the position of 
pope. Thanh is-a member of both the 


Fatherland Front, a nationwide front 
organisation set up in 1975, and the 
Tay Ninh People’s Committee. Accord- 
ing to a local Cao Dai official, of the 





Cao Dai temple, Tay Ninh; temple priests; prayers: a united church 


sect’s 1 million followers in оше 


Vietnam, 350,000 аге in Tay Ninh pro- _ 
vince, which has a total of 800,000 peo- | 


ple. The remainder are scattered across 
neighbouring provinces in the Mekong 
Delta rice bowl. 

If local authorities have one com- 
plaint about the sect it would seem to 
be that devotees spend too much un- 
productive time at the cathedral — 

when a close relative dies, 
і forexample, a member of the 
5 church is obliged to attend 
services for up to 581 con- 


sake of social harmony they 
seem loath to press the point. 
"It has become a very long- 
standing tradition," 
official, 
port it." At the same time, 
Luan claims that 
realise that they spend too 
much time in the Holy See 
and are less interested than 
they were before." 

A few years after its for- 
mation, the Cao Dai had 
split into à number of fac- 
tions, and factionalism re- 
mained a problem during 
"the American time," there 
being more than 20 Cao Dai 
groupings, all more or less at 
odds with one another. 
Today, it is said, all groups 
are united, with the Tay 
Ninh church recognised as 
the largest faction. “They all 
have the same theology,” 
said one source, “but their 
politics were different dur- 
ing the war. Now they are 
united.” 
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to 15 years’ jail. Fr Nguyen Cong Doan, 
who had studied in the US and who 
was considered the key figure in the 
case, was sentenced to 12 years’ im- 
prisonment. 

The real problem with thé Dac Lo 
Centre, some sources contend, was that 
it had become altogether too success- 
ful, attracting many young, intelligent 
Catholics and offering what amounted 
to an alternative ideology. Asked 
about the affair, Chanh said he did not 
have information on the case. But, he 
said, among the priests at the centre 
were some "opponents of the regime 
and we had to take some measures 
against them." He did not know where 
the priests were being held and said 
queries on this matter would have to be 
referred to the Department of Religi- 
ous Affairs. 

In Hanoi, Tung made thé point that 
Vietnam had followers of many of the 
major world religions — Buddhists, 
Christians and Muslims — as well as 
some unique religions of its own, most 
notably the Cao Dai and the Hoa Hao 
sects. There were, he said, two major 
issues concerning religion: 
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"The first is the issue of belief. It is 
our understanding that there is no 
God, no Lord. There is only the world 
and its population. But belief is a ques- 
tion affecting millions of people, a so- 
cial issue." Mankind had given birth to 
religion; yet it had come in time to 
dominate mankind. “How can a person 
in this modern world believe that God 
sent the Virgin Mary down to earth? 
But they continue to believe it!” 

The other — more important — issue 
was the political one. "We are not say- 
ing Catholics are reactionary," Tung 
said. "But the establishment of the 





Roman. Catholic Church in Vietnam | 
was linked with the invasion of im- | 


perialists. All the missionaries were 
foreigners, mainly French. Only since 
the victory of the revolution have Viet- 
namese been able to occupy high posts 
in the church." The government was 
not against religion but it could not 
close its eyes when some priests be- 
came involved in anti-government ac- 
tivities, he added. 

This sort of official suspicion is no 
doubt due in part to the fact that the 
church is probably the only institution 


in Vietnam not fully controlled by the 
state. "There is a definite feeling of 
being different when  vou're in 
church," said one source. "I see the 
church as a sort of subterranean 
stream that runs under Vietnam and 
will continue. The Buddhists will also 
stay but they are not in any sense a na- 
tional organisation in the way the 
Catholics are.” 

For the foreseeable future 
link. with Rome will be through the 
cardinal in Hanoi; there is no Vatican 
diplomatic representative in Vietnam, 
and there is not likelv to be one. Mean- 
while, close government scrutiny of the 
church and its activities is certain to 
remain a fact of life. The cardinal is 
[ree to visit Rome but, it is said, 
closely watched and if he makes a call 
on a senior official at the Vatican, a 
young Vietnamese priest from his per- 
sonal staff sits in on the meeting. The 
other side of that coin is that the cardi- 
nal is probably more than happy for 
the government to see that everything 
is open and above board — the shee 
survival of the church being the name 


of the game. п 
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Hongkong day 0 ти 
for justice in the open 


— By Philip Bowring in Hongkong 


"Fhe price of liberty is eternal 

vigilance." Although this, actual- 
ly, is the motto of the Nato military 
pact, it provides an apposite comment 
on proceedings in the courts of Hong- 
kong in early October which culmi- 
nated in a landmark judicial decision 
when High Court Judge Michael 
Kemspter overturned a lower-court 
decision barring the press from com- 
mittal proceedings against George Tan 
and others accused of offences relating 
to the defunct Carrian Investments. 


_ Kempster went well beyond any tech- 


nical issues involved to reaffirm broad 
principles on the conduct of justice in 
Hongkong, and place it firmly in an in- 
ternational context. 

Both the vigilance and the result 


_ _ were of significance to any societies 


where freedoms are based on norms of 
social conduct and traditions of judi- 
— cial practice, rather than on constitu- 
` tions and bills of rights. The first are 
— hard won but carry the weight of the 
ages. The latter are as easily cancelled 
` as created. The proceedings also 
suggested that the public must look to 
itself — not its lawyers — for protec- 
tion. Hongkong’s legal profession, 
from the attorney-general down, has 
been shown to have been remiss in ap- 
plying English legal principles in the 
territory. 

In the hectic days just before and 
after the 26 September initialling by 
Britain and China of the joint declara- 
tion on the future of Hongkong — a de- 
claration which purports to guarantee 
Hongkong's existing liberties and its 
English common-law-based legal sys- 
tem — one of those liberties was nearly 
lost by default. But, thanks to public 
vigilance and a clear-headed judg- 
ment, not only was this assault re- 
pulsed in the strongest terms, but other 
liberties, which had earlier been 
eroded by neglect, were reasserted. 

On 24 September the magistrate 
hearing the case ruled that committal 
proceedings would commence on 1 Oc- 
tober, and would be held in camera: at 
that point the prosecution appeared to 
concur with the ruling. By 1 October, 
the attorney-general had come round 
to the desirability of an open hearing, 
and various interested parties — such 
as banks and liquidators — also 
applied for admittance. However, de- 
fence lawyers objected to the presence 
of the press. Committal proceedings, 
other than the charges and names of 
witnesses, cannot be reported contem- 
poraneously in Hongkong in order not 
to prejudice a jury, should the case go 
to trial. 
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Supreme Court; Kempster; Bentham: 
‘publicity, the very soul of justice.’ 


But, the defence argued that there 
was no effective restraint on foreign 
reporting which would find its way 
back to Hongkong and prejudice the 
defendants. The attorney-general's rep- 
resentative argued that, though the 
local press should be admitted, he 
would not object to exclusion of the 
foreign press. The magistrate decided 
that trying to differentiate between 
foreign and local reporters, on the 
basis of domicile, was irrelevant. He 
thus used what he thought was his dis- 
cretion to bar all press while admitting 
the public, thereby arguing in effect 
that the press and its representatives 
were separate from the public. 


our publications — the Asian Wall 

Street Journal, Asiaweek,the South 
China Morning Post and the REVIEW — 
appealed the decision but were rebuff- 
ed in a hearing which they (as mem- 
bers of the press) were not allowed to 
attend. They subsequently applied for 
a judicial review by a high court judge 
of the validity of the decision. They were 








na lists ‚ As- 2 
r the New 
"n "This appli- 
cation was supported by the attorney- 
general, whose opinion had shifted. 
Kempster's ruling included the fol- 


lowing key points: S 
а 
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» An open court blicity sepa- 
rates justice from strative pro- 
cedure. Quoting [9th century English 
philosopher and ;eegnemist Jeremy 
Bentham, he said; Publicity is the 
very soul of justices Ehe security of 
securities is publicityz'; Publicity was 
also inimicable {0 rthe spread of 
rumour. And he also quoted a 1982 
decision saying that it. was of the first 
importance that fair press reporting be 
allowed, "even though it may be 
damaging to the reputation of indi- 
viduals . . . embarrassing to the most 
powerful in the land.;;;. even though it 
may be political dynamite." And he 
quoted a 1893 decision that "public 
policy requires that.some hardship be 
suffered by individuals rather than 
that judicial proceedings be held in 
secret.” 

» Only the presence of the press "ef- 
fectively renders proceedings open.' 
He quoted a 1974 judgment to the ef- 
fect that most people got their know- 
ledge of how justice:was administered 
through the press and thus it was “dif- 
ficult to imagine a case which can be 
said to be heard publicly if the press 
have been actively. excluded." Thus 
the distinction made; between public 
and press was erroneous. 

» The principle of open.court applied 
to judicial proceedings. everywhere. 
The presence of the foreign press, as 
well as the local press, was essential to 
maintain public confidence in the ad- 
ministration of justice; In this case 
there was specific "concern and in- 
terest" outside Hongkong, and the pre- 
sence of the foreign press was import- 
ant to the confidence of the "interna- 
tional community" in Hongkong. 

» Although Hongkong laws on com- 
mittal reporting did not extend to 
foreign publications themselves, local 
distributors of such publications did 
come within the law and would be li- 
able to prosecution. However, "sub- 
stantial prejudice" could not arise 
without effective distribution of such 
publications. 

» There are circumstances — for 
example, blackmail cases or hearings 
involving national security — where a 
court could be closed. But the onus lay 
on those seeking a closed court to prove 
it was necessary; this principle must be 
followed rather than the "obscure" 
wording of the Hongkong magistrates’ 
ordinace on the subject of power to 
close the court. Іп the course of the pro- 
ceedings it had been revealed that 
some Hongkong magistrates, habitu- 
ally and without proven need, have 
closed committal proceedings without 
the attorney-general or defence lawyer 
raising any objection, They should do 
so no longersz j п 
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The revolutionary Saab Turbo is the result of Saab- 
Scania engineering know-how. The second gene- 
ration Turbo introduced Automatic Performance 
Control (APC) for optimum combustion of all fuel 
types, including low octane. The latest, third gene- 
ration Turbo features a sixteen valve engine and inter- 
cooler, delivering greater output, more efficiently 

and more economically. 


Innovation born out of tradition 

For some the name Saab-Scania means speed, for 
others it means strength. For many it brings comfort, 
economy and performance, allied to sound engineer- 
ing and innovative design. Our combined experience 
in the development and manufacture of automotive 
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SCANIA 


The drive for distinction. 


and aerospace products adds up to almost a 
century's tradition of quality and a reputation for 
product innovation. 


High technology to meet human need 
Saab-Scania products grow out of a policy of 
concentration and specialization. Using advanced 
technology to meet the needs of exclusive market 
segments: heavy trucks, transit buses, up-market 
passenger cars and aircraft for regional traffic 


The Saab Turbo is “the car for individualists” say 
enthusiasts, “a return of the joy of driving”. For us 
the demand for excellence is the ultimate motivation 
- the drive for distinction. 


Leaders in specialized transport technology. 


Saab-Scania AB, S-581 88 Linkóping, Sweden 


Advances in technology are only successful if the support 
technology advances too. As a component manufacturer, SKF is in a 
supportive industry. Our rolling bearings are often critical products use 
in high technology and high-risk environments. 

Whatever the bearing arrangements, we remain committed to 
constants like product reliability, performance, service life - and produc 
safety. 


«€ Tò achieve high performance and reliability, 
even simple components can demand 


a level of capability and technology that 
will stretch commitment to the limit?? 





| Ariane. A view from above. 
During this decade, some 200 
geostationary satellites are expected to be 
launched, a high number of these tor 


in inertia gyroscopes as used for 

trajectory correction in the ISRO - 
India 'Apple' satellite, launched = 
by Ariane. 












communications. To compete fora 
proportion of this commercial launcher 
market and establish an independent 
launching capability for its own scientific 
satellites, the European Space Agency 
(ESA) decided in 1973 to develop the 
Ariane launcher 

The three-stage, 47.8m high Ariane 1 
weighs 210 tonnes at lift-olT. Propellant 


constitutes 90% of the mass. the structures 


and payload accounting for about 9% and 
I respectively. 

SKF companies such as Sarma, ADR and 
Transrol are all involved in world space 
projects. In Europe, for instance, Sarma 
provides ESA'S Ariane with brace struts 
and actuating rods. And ADR supplies 





Between 1984 and 1986, second. 
third and fourth generations 
of Ariane will be launched to 
enhance the reputation of this, 26 
the world’s first commercial | 
launcher. 












| high-tech miniature bearings lor precision 
applications such as the momentum wheel 


SKE. The exact bearing-and more 








On road, off road, on rails. 

To call the Unimog a multi-purpose 
vehicle and implement carrier is like 
calling a Mercedes limousine a 
passenger vehicle. Accurate but 
unexciting. The Unimog is made by the 
Daimler-Benz all-wheel drive specialists 
at the Group’ Black Forest Gaggenau 
plant. 

Popularly, it's a universal quick-change 
vehicle - just as suited to off-road crop 
spraying as to on-rail shunting of railway 
wagons. Small outer changes, 52 to 168 
DIN/HP diesels, and hundreds of 
powerful work implements, make for 
almost limitless permutations of the 
basic tractive unit - from excavation Lo 
road surface impacting, from forestry to 
Ro-Ro container loading. 

Uncommon usage has led Unimog to an 
uncommon SKF wheel bearing solution: 
the new type SU cylindrical roller 
bearing that will cope with all directional 
heavy forces likely to arise - a fitting 
complement to the SKF tapers, 
cvlindricals and ball bearings in the 
gearbox, differential and elsewhere. 


Cold comfort for SKF rod ends 

in Siberia. 

The Soviet project to pipe natural gas via 
pump stations from Jamal in W. Siberia, 
past Leningrad and on to W. Europe 
needs more than hardy equipment. 
Temperatures down to— 50°C. and 
metre-deep mud-and-water over 

vast stretches, set exacting ^ 
standards. All vital T 
machine components, NS 
lor example, must 












withstand —6U"C€ when not m operation. 
The project includes 382 mobile 
telescopic-boom cranes - with payloads 
of $5 to 80 tonnes - [rom the 2.6 billion 
DM Liebherr construction machinery 
group in W Germany. 

Liebherr uses SKF rod ends with high 
tensile special steel alloy housings and 
spindles in the crane chassis linkage 

Up to 18 in each. Non-friable seals were 
also custom-designed to allow +6 
of spindle movement and operation when 
submerged in water 


Slewing rings swing 210.000 dwt 
Tazerka. 


Just off the Mediterranean s Tunisian 
coast lies the 1.2 million-barrel Tazerka 
production, storage and off-loading facility 
operated by Shell/ Tunirex. This 
integrated multi-well (max. 8) unit is oni 
of some 150 custom-designed offshore 
system contracts carried out by 
Switzerland-based Single Buoy Moorings 
(SBM Inc.). 
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The floating unit is moored in 140m of 
water by a rigid yoke structure attached 
to an above-water swivel assembly 

A tubularriser, pre-tensioned by the vokes 
submerged buoyancy tank. connects the 
assembly to a seabed gravity base and 
acts as a support for product, control and 
service lines. 

Ihe swivel arrangement includes 

main 4.5-metre diameter, 13.6-tonne 
triple-row roller bearing of specia 
steel, a similar 4.2-metre/3.5-tonne 
turntable bearing, and six 

1.5m bearings. All of which help the 
vessel to weathervane - swinging to 
minimize resistance to wind, waves 
current. All are special dutv sealed 
bearings from RKS - slewing rine 
specialists of SKF 

A spare 13.6t main bearing in a 10-vear 
protective pack, weighing in total 17.51. is 
strategically positioned on the mooring 
buoy. 


and 
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i pel treatment 
) The Bowler Hotel 
NEADOTE. vata тта ама 


consider our Business Class. Rooms with king-size beds, 
office-size desks and breakfast on the house. A lounge with 
complimentary drinks at cocktail time and private phone 
booths for your confidential calls. There's a girl-Friday to 
handle secretarial essentials. Word processors for perfect 
typing. We can even give you a complete private office. 





If it’s pure pleasure, we are right b Orchard Road, vet 
you can look on to the lush green slopes across Orchard 
Boulevard. Everything about our hotel has a brisk young 

air, from the stunning modern art of our atrium to the crisp 
styling of our rooms. Friendliness and efficiency denote our 
service. After all, a frequent traveller demands no less. 





BOULEVARD HOTEL 


200, Orchard Boulevard, Singapore 1024. Telex: RS 21771 BOUTEL. Cable: BOUTEL AFFORDAI BLE | LUX URY 
500DWOOD GROUP SINGAPORE — GOODWOOD PARK * BOULEVARD HOTEL SINGAPORE * YORK HOTEL * LADYHILL HOTEL 


uhr 
rvations Worldwide: KLM T Golden Tulip Hotels. Utell International 
"а, Japan and USA:,Southern Pacific Hotel Corporation. Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. Your travel agent or airline 
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The End of the Absolute Monarchy in 
Siam by Benjamin’ A. Batson. Asian 
Studies Association of Australia, 
Southeast Asia’ Publications Series. 
HK$87.50 (US$1 1 
t still borderson lese majesté to ques- 
tion the causes Of the 1932 "democra- 

tic revolution in Thailand. For, while 
the seventh Chakri king did abdicate 
several months after the actual revolu- 
tion, the monarchy was reborn 14 years 
later and is still thé foundation of the 
state. Thai farmers see only a bi-polar 
government — the king and the tax- 
collector — and their loyalties to the 
former are unwavering. 

Batson has done a thorough job in 
resurrecting the causes of the revolu- 
tion. He has ploughed through Thai 
and European ‘archives to 
provide a virtual day-by- 
day and — alas; often liter- 
ally — blow-by-blow de- 
scription of the crises pre- 
ceding the revolution. 

Unhappily, Batson omits 
almost everything about 
the revolutionaries them- 
selves. He briefly notes 
they were made up of 
middle-class students and 
the military studying in 
Europe. But more than 200 
pages of data, minutes, 
comments, notes and eco- 
nomic theories. are fol- 
lowed by a single climactic 
sentence: "With unexpect- 
еа ease ... a group of mid- 
dle-level officers and civi- 
lian officials seized control 
of Bangkok"; though how and where, 
we do not know. All the rest is told 
from the viewpoint of the palace and 
British advisers to the government. 

It is well known that King Rama VI, 
with his exaggerated literarv bent, had 
virtually bankrupted the country 
when his successor King Prajadhipok 
took office in 1925. But Batson's sym- 
pathetic study of the king makes it clear 
that Thailand could have overcome 
this problem had the royal family not 
bickered itself into virtual inactivity. 

King Prajadhipok wanted to stream- 
line the government to bring a 
semblance of solvency to the country 
(excepting, as is the case today, the vir- 
tually open-ended military budget). 
He yearned to tiptoe towards democ- 
racy — as in Hongkong today, he pro- 
posed elections for an impotent munici- 
pal council as “practice” for democ- 
racy. And he was aware of the benefits 
and hazards of Westernisation. 
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and revolutionaries 


Batson maintains that, had King 
Prajadhipok sueceeded in his goals, 
nebulous as the¥ were, it might have 
stemmed the discontent of the new 
middle class. Like the Thai students 
who had studied in the rebellious 
California of the 1960s to return to lead 
the 1973 revolution, Siam's problems 
proved a juicy bait to tempt the non- 
royal class after studying liberté, ega- 
lité, fraternité at. French universities. 

Why did the king fail? This book is 
not a polemic, so the writer has no axe 
to grind. But the pages are filled with 
royal mischief -and monarchical 
'shortcomings, offered in agonising de- 
tail: princes storming out of meetings. 
refusing even the slightest com- 


promises; rumours of coups in far-off 
provinces; frustrated letters written by 





British advisers caught in the middle 
of these problems. 


he rivalries between more avaricious 

princes are fraught with almost 
Wagnerian complexities. Econonric 
streamlining gets nowhere, while an 
endless number of brothers fight sav- 
agely to keep their ministerial sine- 
cures — no matter what the cost to the 
country. 

On the other side, those of the Chakri 
family — such as Prince Damrong — 
who did understand the economic 
problems, were not ready to allow any 
liberalisation of the political system. 
To them, the only possible redemption 
of Siam could come through the sup- 
reme power of the monarchy. Allowing 
the common people to take a hand 
would only dilute this power. 

In the middle stood King Prajadhi- 
pok, a man unable to overcome the 
shortcomings of office or personality. 
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As Batson points out repeatedly, the 

king, ex-officio, simply could not dele- _ 
gate authority. Not only was he im — 
charge of every economic and political ` 
problem, he also arranged weddings, 
funerals: réligious rites, settled family 
feuds and presided over an ever-more | 
fractious kingdom. 1 

Added to this were his own | 
liabilities. During the 1930s, when the — 
economic crisis brought the country 10 — 
the brink. of ^ bankruptev, King 
Prajadhipok moaned: “I'm only a sol & 
dier. How can i understand such things 
as the Gold Standard?" In an article, he — 
modestly proclaimed he might bemak- _ 
ing errors in trying to get Siam solvent. 
Afterwards, he was publicly criticised 
(almost unheard of in a country where 
the king was “Lord of Life"), for con- 
fessing his fallibility. 

The result was, first, a revolution in - 
which the king remained in office. This 
led toa later revolution — a mysterious | 
one, Batson admits where either a ~ 
prince, officers or some other party 
tried to overthrow the gov- 
ernment. The king, dS 9 
heartened, left Siam and 
never returned The 
monarchy had come tem- 
porarily to an end 

In such a scholarly work, 
Batson can only hint at the 
ironies. How the king 
might have succeeded in 
bringing limited democ- 
racy had he used his power; 
how the military was in 
the forefront of the monar- 
chy — and the 40-odd 
revolutions since 1932 — 
and is still the main 
power 

Batson does make some 
minor errors and he makes 
^| only passing reference to 
the religious foundation of 
the monarchy which was — and is — 
very real. More fundamentally, he 
ignores the personalities of the coup 
plotters. One must ask whether the late 
Pridi Banomyong was so anti-monar- 
chy that he could have been involved in 
the death of King Ananda Mahidol? 
Whether the officers who had studied 
in Germany led the country to join the 
Axis? Or whether the remarkable 
Kuang Apaiwongse, mentioned only in 
passing, could have been populist and 
monarchist, as he was in his later 
years? 

Yet. all in all. this is an enlightening 
book. There are no heroes — save for 
Prince Sithiporn who. even at the age 
of 87, acknowledged that the poor rice 
farmer was more important than all 
the royal squabbles, and was jailed for 
his beliefs. There are no villains, even 
among the Chakri family, for they were 
simplv trving to preserve what they 
felt they deserved. — HARRY ROLNICK 
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N Malaysia brosses wen КОЮН, but public debt r remains a problem 








James Clad in Kuala Lumpur 


alaysian Finance Minister 
Daim Zainuddin's first budget 
is a “steady-as-she-goes” pre- 
scription for 1985 in which gross 
domestic product growth is expected 
to reach 6.7%. In the economic blue 
р int he has sought to hold federal 
‘spending in 1985 to more or less the 
Bis long se and levels set for 1984 by 
his long-serving predecessor, Tunku 
azaleigh Hamzah, while making sig- 
nificant cuts to personal income-tax 
rates without jeopardising revenue. 
“Although the economy is presently 
‘strong and stable,” Daim told parlia- 
Е nent in his budget presentation on 19 
‘October, “we must be cautious. We 
must continue to further consolidate 
the budget and the balance of pay- 
Т nents . .we must sustain tight control 
on all expenditures." Accordingly, he 
has targeted total federal spending 
during fiscal 1985 (starting 1 January) 
at M$28.69 billion (US$11.9 billion). 
à comparatively small increase over 
e M$27.09 allocated for 1984. 
. Of the 1985 total, 74% is for operat- 
dr з expenses (up from 70.2% in 1984), 
vith the other 26% for development 
expenditure (29.8% in 1984). As in re- 
cent years, planned spending in 1985 
- easily will outpace revenue — which is 
forecast at M$21.88 billion. As was 
а so true in past years, domestic and 
foreign borrowing will finance the ex- 
pected M$6.81 billion federal deficit. 
But this compares favourably with 
E s estimated M$8.45 federal de- 
cit 
` Of operating spending, 26% will go 
to the social sector (education and 
. health); economic services (including 
agricultural, public utilities, commer- 
cial, transport and communications 
services) will absorb 9.4%, with de- 
fence and internal security taking 
17.1%. As in 1984, development spend- 
ing on security and economic-services 
“items face the largest cuts in 1985. 
Capital spending for these two items 
. — which make up 74.5% of the 1985 
` development budget — is 
projected to fall 51.4% 
тапа 23.2% respectively. 
- This follows on from cut- 
` backs of 35% and 15.3%, 
respectively, in these two 
_ areas in the 1984 budget. 
While appearances may 
suggest continuity with 
` Razaleigh's approach, 
Daim has taken his own 
. counsel in several import- 
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Looking for balance 


"122502 
ant areas, especially on thé revenue 
side. He has opted for tax-concessions 
that favour higher income earners in 
order to stimulate savings and invest- 
ment. He also has placed new curbs on 
some imports to protect nascent heavy 
industries and resource-based manu- 
facturers — simultaneously relieving 
import-cost pressures on the balance 
of payments. 

Daim described these changes as 
"promotion of private-sector growth." 
He said they are one of “three prongs” 

in the budget: the others are continued 





constraints on spending and steps to 
reduce thé current account deficit. 
Daim ı placed his own budget 
philosophy squarely within Malaysia's 
recent trend away from counter-cycli- 
cal, public-sector-as-the-engine-of- 
growth policies. He claimed the change 
of heart is working. 

“In 1982 when we started to cut back 
expenditure in the federal budget, the 
[public sector] deficit as a percentage 
of gross national product was 20.3% . . 






the ratio will reduce to about 11.9% in 
1984." This ratio should drop margin- 
ally still further, to: 11.32% of GNP 
using 1985 Treasury forecasts. These 
figures put the overall public sector 
deficit (including the 13 state govern- 
ments) at M$9 billion, while pegging 
GNP at market prices in 1985 at 
M$79.2 billion. Public-sector spending 
as a percentage of GNP has fallen from 
a high of 35.6% in 1982 to 29.8% in 
1984. 

Against this slow but reassuring 
trend there are some disappointments. 
Failure to achieve the reductions set 
for both development and operating 
costs in 1984 has troubled officials. Al- 
though the government hoped to hold 
operating costs to M$19.02 billion 
(M$642 million more than 1983) and to 
eut the development budget to M$8.08 
bilion (M$1.59 billion down from 
1983), spending has proved unruly. 
Development spending in 1984 is now 
expected to be down only M$428 mil- 
lion. 


eanwhile, the October Treasury 
M report reveals an estimated 

M$1.36 billion operating cost 
overrun. Data made available to the 
REVIEW in August indicated that final 
operating costs could be as high 
as M$21.38 billion; in recent years, 
Treasury provisional operating expen- 
diture estimates have fallen short of 
the final reckoning by as much as M$1 
billion. 

Daim blamed “off-budget agencies” 
(OBAs) — of which there are many in 
Malaysia — for the poor performace in 
controlling expenditure. Officials at 
one pre-budget briefing session said 
the Treasury defines an OBA (sepa- 
rately categorised for the first time in 
this year's Economic Report) as one in 
which the federal government holds at 
least 51% equity, and which generates 
at least M$5 million cashflow annu- 
ally. 

Using this definition, the Economic 


MALAYSIA'S CURRENT ACCOUNT 
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26,900 7.143 
27,936 20.638 
30,646 
43,358 
43.000 


32,057 
48,084 
40,938 








Report now lumps 27 organisations 
(ranging from the cash-rich state oil 
corporation Petronas to local cement 


companies) with major public agen- 
cies (such as poft,authorities and the 
highway authority) formerly covered 


in the public accounts. These 41 OBAs’ 
share of the federal budget will fall, ac- 
cording to Daim, "by M$1.5 billion to 
M$5.7 billion" in 1985, though definite 
figures will not be known until the 
consolidated allocations are pub- 
lished. Some of the OBAs, such as the 
Heavy Industries. Corp. of Malaysia, 
have heavy contractual commitments 
to continuing, capital-intensive pro- 
jects. 

An issue affecting the OBAs, whose 
“impact on the economy has not been 
very satisfactory” according to Daim, 
is the extent to which they operate in- 
dependently of government audit con- 
trols. In 1984, OBAs spent M$7.2 bil- 
lion — 46% of total public expendi- 
ture. While it is not an OBA, Bank 
Bumiputra Malaysia's involvement in 
the Carrian collapse in Hongkong has 
sharpened criticism here of agencies 
becoming over-committed. 

Auditor-General Tan Sri Ahmad 
Noordin told the REVIEW on 1 October 
that existing constitutional provisions 
giving the finance minister overall 
charge of public spending need to be 
enforced. "Too many of these agencies 
escape the rigour of a proper public 
audit," he said. In apparent backing 
for this view, Daim on 19 October said: 
"The methods of control and financial 
management should not differ be- 
tween the government . . . and the 
OBAs." 

Daim did not offer any initiatives 
concerning Malaysia's large public- 
sector debt. This is estimated at 
M$36.59 billion on the domestic side as 
at the end of 1984, 49% of which is held 
bv the government pension scheme. 
Domestic borrowing increased by 13% 
in 1984. The external debt grew even 
faster, by 26%, to M$21.16 billion — 
now 37% of the federal government 
debt. More encouraging was the mar- 
ginal decline of 4.3% in the rate of new 
government external borrowing, 
which will drop from M$5.07 billion in 
1983 to M$4.84 billion by the end of 
1984. 

However, the amount of operating 
expenditure going to debt servicing 
grew in 1984: M$3.45 billion in 1983, 
debt interest payments rose 39% (to 
M$4.81 billion) in 1984. The Treasury 
sees this rising another 14% to M$5.49 
billion in 1985. Daim (who has told 
the REVIEW he sees little hope of re- 
ducing operating expenses in the near 
future) said that a “large portion of 
the [13% increase in the 1985 operat- 
ing expenditure budget] is to provide 
for additional debt-service payments 
.. . the allocation for debt servicing 
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represents 26% of . . . the estimates.” 

On the revenue side, the most nota- 
ble feature of Daim's debut lies in his 
roll-back «of personal income tax 
threshold levels. These had increas- 
ingly been seen as perhaps the most 
formidable disincentive to productiv- 
ity and investment by Malaysia's mid- 
dle- and higher-income earners. Bank 
economists calculate that the govern- 
ment willloseat least M$300 million in 
revenue from the cuts (which for top 
tax brackets could amount to savings 


of 33% or more). 
S the lower end of the income scales, 
as did some baby-boom-boosting 
tax rebates (lifting tax relief for fourth 
and fifth children to M$800). This ac- 
cords with the government-backed “70 
million” population policy (REVIEW, 26 
Apr.). But higher duties on cars, tyres, 


ome relief also went to those at 





plywood and some categories of con- 
sumer durables purchased by Malay- 
sians abroad, as well as higher motor 
vehicle registration fees, will probably 
offset revenue losses from lower per- 
sonal taxes. 

Although some tax relief was widely 
expected, the scale of the change was 
not. The lifting of the threshold for 
death duty from M$600,000 to M$2 
million also came as a surprise. Ahead 
lie promises of further revisions of 
benefit to taxpayers, with “specific 
amendments also being made to the 
chargeable income brackets," said 
Daim. 

The  rubber-processing _ industry 
gained from another revenue measure. 
To protect manufacturers and to help 
increase tyre exports, Daim's budget 
not only increased duty on imported 
tyres (which now undercut costlier 
Malaysian products) but also reduced 
the manufacturers’ electricity rates. 


Plywood manufacturers, who are com- 
peting against cheaper products from 
nearby countries, also gained protec= 
tion. 

As for incentives to save and invest, 
beyond putting more. disposable in- 
come in the hands of the better off, 
Daim offered few specifics. Referrin 


to generally non-competitive commer- - 


cial-bank interest rates, he said " 
government will take necessary - 






sures to improve the structure of in- | 


terest rates... [to] result in higher save 
ings, especially with the increase in ine 
comes resulting from the reduction In 


income taxes." On the investment side, 9 


some charges were removed. 

In keeping with Prime Minister 
Datuk Seri. Mahathir Mohamad's 
strong commitment to an industrial 
economy, Daim said “a group of inter- 
national experts together with offi- 
cials have reviewed and completed a 





preliminary report on all industrial in- 
centives." In a review of the manufac- 
turing sector and in its overview of the 
Malaysian economy in 1983, the World 
Bank drew attention to the uneven 
spread of these incentives 

Finally. most of Daim's first budget 
only indirectly confronts Malaysia's 
worsening balance-of-pavments prob- 
lem — especially the matter of its in- 
visibles deficit (REVIEW, 16 Aug.). Al- 
though offering some tourism incen- 
tives, he shied away from harder 18- 
sues. On an earlier occasion, (REVIEW, 
27 Sept.), Daim said he believes a more 
efficient economy will do much to re- 
verse the invisibles drain, and his 
1985 budget seems to reflect thal 
view. 

Meanwhile, the Treasury forecasts 
the deficit at M$10.78 billion in 1985 
The 1984 figure of M$9.89 billion has 
pushed Malaysia's overall current ac- 
count into a M$5.21 billion deficit. gy 
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3y Anthony Rowley in Tokyo 


hat for years has been a dis- 
tantly glimpsed prospect of 
Tokyo becoming the premier fi- 
1г ancial centre of Asia and the third 
most important in the world — after 
\ Ne w York and London — is quite sud- 
denly becoming a near-term reality. 
The impetus for Tokvo's ascendancy 
deri ves from changed attitudes within 
1 е powerful financial bureaucracy 
and within the banking and finance 
community. 

` The mood shift is tangible and, as 
with Japan's rising diplomatic profile, 
reflects the internationalism of Prime 
M inister Yasuhiro Nakasone as much 
as the external pressures put on Tokyo 
to liberalise its financial markets. 

— Senior Ministry of Finance (MoF) of- 
ficials now talk positively — almost 
aggressively — about grasping the op- 
p ortunities which ven diplomacy will 
Bive Japan to influence international 
m pnetary affairs. That diplomacy 
nges on freeing up domestic and 
off hore transactions in ven as well as 
3 lik eralising banking and securities 
business to give foreign institutions 
the sort of access which Japanese in- 
stitutions want to exploit overseas, for 
which Tokyo must be prepared to trade 
reciprocal rights. 

The implications for Hongkong and 
Singapore, which for the past 20 years 
have fought for supremacy as regional 
inancial centres, 
B onatonálism has largely « been 
founded upon US dollar hegemony in 
the Euromarkets and each has been 
_able to carve itself a comfortable niche 
in those markets — funding loans in 
ppor; case and syndicating them 

n. Hongkongs. If Euromarket 
1egemony is going to be shared with 
‘the yen in future — which seems in- 
evitable — then the most natural 
` epicentre of the market in Asia will be 
. Tokyo. 
hy Hongkong and Singapore will gain 
. some spillover benefit from the ven's 
| emergence asa leading Eurocurrency. 
- As Tomomitsu Oba. vice-minister for 
` international affairs at the MoF, noted 
to the REVIEW, banks in the two centres 
(as well as in London) will be able to 
issue Euroyen certificates of deposit 
(CDs) from the end of this vear. to fund 
Euroyen loans. 
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| The supermarket 
is ready to open 


Oba and the MoF line up behind Nakasone’ s global diplomatic thrust 


But as foreign banks’ access to 
domestic yen funding grows in Japan 
itself, the tendencv increasingly will be 
to do more of their offshore lending 
from there. Borrowers” preference for 
yen over Euro- or Asiadollars will al- 
most certainly grow, too, as the cur- 
rency becomes more freely available, 
because of favourable interest-rate 
differentials, as some of the Australian 
state governments have already dem- 
onstrated by switching US dollar to 
yen borrowings in Tokyo. 

The extent to which Tokyo will come 
to overshadow its Southeast Asian 
neighbours as a financial centre de- 
pends to some extent on how much 
freedom they are prepared to offer. 
Geographically, and from a cost point 
of view as well as language, Hongkong 
and Singapore still have an advantage 
over Tokyo. But political uncertainty 
over the future of Hongkong. which 
must remain despite the overall Sino- 
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British accord, and the increasingly ге- 
strictive climate in Singapore, will in- 
evitably weigh with foreign banks and 
other institutions m their future as- 
sessment of where to centre their Asian 
operations, especially when allied with 
the move into yen financing. 

The MoF has cer tainly swung behind 
the internationalism which Nakasone 
espouses for Japan — to an extent 
which is remarkable compared to the 
reticence senior officials were showing 
as recently as the end of last vear when 
the so-called yen/dollar committee 
from the United States and Japan 
began discussing the liberalisation of 
Tokyo's capital markets and yen trans- 
actions (REVIEW, 29 Dec. '83). 

The Bank of Japan (BoJ) still retains 
a central-bankerly caution over yen 
internationalisation. especially the 
impact it will have on Japanese in- 
terest rates and monev supply. But the 
MoF itself is beginning to back 





Steps to an 
open door 


he liberalisation schedule covers a 

number of key areas which will in- 
fluence the future international role of 
the yen: 

Samurai bonds: These Tokyo-mar- 
ket issues will continue to be made 
mainly by sovereign entities, though 
some relaxtion is envisaged in the fi- 
nancial criteria under which private 
corporations can issue. 

Euroyen bonds: Such issues by in- 
ternational organisations and national 
governments will become more freely 
allowable. State and local govern- 
ments will be added to the list of per- 
mitted issuers as will higher-rated pri- 
vate corporations — all from 1 De- 
cember. There also will be some re- 
laxation on non-resident corporate 
issues. 

Around 30 Japanese firms have been 
permitted to make straight issues and 
100 to make convertible issues since 1 
April. In addition, lead management of 
bond issues has been opened to foreign 


Overseas yen lending from Japan: 
Restrictions lifted from 1 April, except 
for maximum- -maturity rule of 10 
years. 

Euroyen lending: Lending to Japan- 
ese residents has been unrestricted 
since 1 June for up to one year matur- 
ity. Beyond that it is still not permitted 
though the Committee on Foreign Ex- 
change and Other Transactions is 
studying further liberalisation. Lend- 
ing to non-residents likewise is freely 
permitted for up to one year, and 
maturities beyond that are being 
studied. | 

Swap business: So-called "hedge 
bonds" are freely permitted, though in 
currency swaps yen transactions in 
Tokyo remain subject to prior consul- 
tation with the Ministry of Finance 
and to relevant national authorities in 
the case of Deutschemarks and ster- 
ling. Swap limits on the conversion of 
foreign currency into yen have been re- 
moved completely since 1 June. 

Euroyen CDs: Permitted with 
maturity up to six months, to be sold 
outside Japan — as from end 1984. 

Yen-denominated bankers’ accept- 


underwriters and securities sub- | ance market: Being studied. 
sidiaries of Japanese banks. — ANTHONY ROWLEY 
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liberalisation with the sort of en- 
thusiasm which the Ministry of Inter- 
national Trade and Industry put be- 
hind Japanese industry's devastating 
assault on world merchandise mar- 
kets. 

The international impact in the case 
of Japanese i could be equally 
great, and qui ssibly greater than 
the US bargained for when it forced 
the ven door» v-open in recent 
negotiations. One senior official in the 
International Finance Bureau of the 
MoF told the REVIEW: "I ask the Ameri- 
cans, are vou reallv willing to see a re- 
duction in the dollar's role?" 

The question apparentlv remains 
unanswered, but equally it might be 
asked whether US commercial and in- 
vestment banks are really willing to 
see their international supremacv 
eróded to the extent implied by the 
current liberalisation in Japan. 





"dam" have not been opened fully 

yet, as a representative of US in- 
vestment bank Morgan Guaranty in 
Tokyo noted to the REviEW. Euroyen 
CD funding will be restricted to six 
months initially and lending to 12 
months. (Japanese residents will not be 
able to buy those offshore yen CDs yet, 
but foreign purchases can be funded in 
the Japanese market.) 

Euroven business, at least as far as 
foreign institutions in Tokyo are con- 
cerned, will become meaningful only 
when it is long-term business. But the 
speed with which reforms of Euroyen 
funding and lending have moved is re- 
markable considering that neither 
were permitted at all until June this 
vear when lending was liberalised. 

Japanese and foreign banks' pres- 
sure to move into longer-term Euroven 
business seems likely to wring further 
official concessions soon, with such 
lending still done from Tokyo. Euroyen 
lending is based on Japan's long-term 
prime rate (currently 7.9%) which in 
turn is linked to the cost at which long- 
term credit banks obtain their funds. 
But a (lower) external base rate linked 
to CD-funding levels is likely to emerge 
soon. Meanwhile, the liberalising of 
domestic yen lending from Japan from 
April this year, with the restriction 
only of a maximum 10-year maturity 
on loans, has already seen this type of 
credit move from US$6 billion equiva- 
lent to US$10 billion. The BoJ is wor- 
ried about the possible sovereign-risk 
to Japanese banks this implies — and 
hints that some “guidance” might have 
to be restored. But this would bring the 
central bank into direct confrontation 
with the MoF's new-found inter- 
nationalism. The central bank's dark 
mutterings about Japanese banks' in- 
creasing involvement in the officially 
unsupervised Euromarkets where 


T: sluicegates of the Euroyen 
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For Foreign 
Exchange - 
Credit Suisse. 


In its Incredibly Swiss way, 
Credit Suisse is a leading 
operator in the foreign ex- 
change markets of the world. 
Integrated information pro- 
cessing techniques and direct 
links to international com- 
munications systems ensure 
that our traders serve our clients 
promptly and advantageously. 

The automatic calcu- 
lation of spot and forward 
rates relieves the traders 
of routine tasks, leaving them 
free to concentrate on the 
essentials of dealing and service. 





[n this context provision of 
real-time market prices is just 
one of the many services we offer 
our numerous clients through- 
out the world. 

Many thousands of 
clients — private and industrial - 
throughout the world rely on 
Credit Suisse experience in this 
and other fields. Why not you? 





$42 .E 


Credit Suisse. Incredibly Swiss. 
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the: RE VIEW: 
ears ago I was reluc- 
about the internationali- 
of the yen. Now I have 
ged my philosophy. I 
that foreigners will use 
wold yen.” What lies be- 
1 Oba's conversion could 
simply a need to toe the 
аѕопе line on strategic 
eration with the US. (Fi- [erm 





































us Poster олор. in the do- 
stic financial markets, deregulate 
terest rates and introduce new 
iancial instruments." Tokyo must 
er yen instruments "in London, 
gkong and Singapore" and Ja- 
nese financial institutions must 
ompete with foreigners in Euroyen 
JS, in Euroyen loans and in Euroyen 
nds.” 

ba acknowledges that competition 
П increase between Tokyo and other 
ancial centres. "Tokvo will become 
very important market." How im- 
rtant depends largelv on the re- 
onse of foreign institutions, he says, 
t we shall continue to remove ob- 
les to Tokyo's growth." Oba de- 
‘in telling foreign visitors that 
US Treasury Secretary Donald 
n expressed fears that finance 
n and judo exponent 
} S nii s “step-by-step” approach 
liberalisation might not mean “side 
side” with the US, Nakasone substi- 
d an analogy from his days as a 
eld athlete and said Tokvo would 
oceed “stride by stride. ” Finally, 
a told the REVIEW, "we have chosen 
Бо step bv step but with long 
ides." | 

"he cause of Oba's own conversion 
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United States 
Treasury bills (TB) 
Commercial paper (CP) 
Certificates of deposit (CDs) 
Bankers’ ЕВ 
Other : 


*31 December 1983. 
Sources: The Bank óf Japan, Economic Statistics Monthly; 


` Reserve Bulletin. 


) liberalisation probably lies in. his 
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Note: Amount outstanding includes 

US$1,111 billion in interbank transactions. 

Source: Morgan Guaranty Trust Co. of New 
. York, World Financial Markets. 

. *June 1983. 
















Japan to secure a bigger role in the 
IMF. Tokyo has only one deputy direc- 
tor there at present. “If we are getting 
exposed through our banks to Latin 
America and the Philippines then we 
need more representation on the IMF,” 
one such official confided. Japan re- 
cently participated in the Mexican 
debt rescheduling, for instance, and 


















debt being converted to yen debt. 
Tokyo has virtually no say when it 








in such cases but that seems set to 
change. One of the tradeoffs 
Washington promised Tokvo (along 
with an assurance that the US would 
reduce its budget deficit) in return 
for уеп liberalisation was “coope- 
ration on multilateral financial in- 
stitutions,” according to Oba. Another 
was that the problems Jz apanese banks 



















dike to dimit the yen's use asa а Eurocur- 
: rency and as an official-reserve cur- 
































|. with private yen. 
| bly. inevitable > Ww 
too. 


in the internationa 
to become a bigge 






agreed to part of the country's dollar 


comes to the granting of IMF facilities - 


sations up to now. 
cessions in fa { 
























rency to roughly that of the Deutsche- 
mark — the yen currently represents 
around 5% of international reserves 
compared to around 15% for the Deuts- 
chemark (and 70% for the US dollar) — 
but others concede that it will have to 
play a bigger role. The BoJ is worried 
about the possible destabilising effects 
of "large capital inflows into Japan if 
foreign governments wish to increase 
their yen holdings." But the bank ac- 
cepts that this has a lready happened 
ws and is proba- 

























б owever con 
Nakasone): r 
for Japan to 


that the \ way 
iore influence 
Lary system is 
of it, there re- 
1 obstacles at 
e problem is 
introduce re- 
ncy and capi- 
hese impact- 
St rates, the 
ment financ- 
the tax sys- 





main.some real p 
home. The essenc 
that it is impossib 
forms affecting th 
tal movements wit] 
ing on domestic. 
banking structure, g 
ing and fiscal boli с 
tem, not to ment 
numerous institutic 
and public sectors. 

The post- World W 
nancial system was 
structed to provide a 
protected role for a hos 
nancial intermediari 
teed flow of credit 
and to business. at. fixed rates, This 
system had already begun to break 
down under the pressure of competi- 
tion and an altered flow of funds even 
before the Americans began pressuris- 
ing Tokyo for reforms, followed more 
recently by the British (REVIEW, 25 
Oct.). 

One of the most vexed questions is 
that of the 20%. withholding tax on in- 
terest paid to non-resident investors in 
Euroven bonds issued in Japan bv Ja- 
panese companies. The US argues that 
the tax is a singular. anomalv in an 


oecialist. and 
f different fi- 
id a guaran- 
^ government 


otherwise tax-free Euromarket. If the 
tax 


remains, much of the Euroven 
bond-issue business will go offshore 
since qualified. Japanese companies 
have nominally been free to issue yen 
bonds abroad since April. and non- 
residents will be able to do so from 1 
December. 

There is no question of losing rev- 
enue if Tokyo abolishes the tax as no 


. Such bond issues have yet been made 


bv Japanese residents. (Non-residents 
can issue Ецгоуеп bonds in the Tokyo 
market but such "samurai" issues have 
been confined to international organi- 
8 Some con- 
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A sign from heaven to Swissair 
passengers: you can always 
stick to your diet. 


Precisely because Swissair wants-to 
look after all its passengers equally 
attentively, it can't treat them all alike: 


And sinee the Swiss are also fairly 


experienced hosts, it’s equally a matter 
of course for Swissair to meet other 


BEIA SANA. 


For instance, a vegetarian won't 
enjoy our finest menu if he finds meat 
init. And how should a diabetic get any 
pleasure from a delicious dessert if he's 
not allowed to eat it? 

So. on the principle of “To each his 
own", we're just as happy to record 
your special culinary wishes at the time 
of booking as we are to take note, for 
example, of whether (as a First or Busi- 
ness Class passenger) you'd like to sit 
in the smoking or non-smoking sec- 
tion. Special wishes which may have to 
do with your health or equally with 
your general philosophy of life. 

For the airline of neutral, cosmo- 
politan Switzerland, in particular, it's 
absolutely a matter of course to respect 
all kinds of views and beliefs with total 
impartiality. 
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special needs. Unaccompanied chil- 
dren, for instance, are looked aftei 
with such care and friendliness by our 
staff that they not only arrive safely at 
their destination, but also have fun get- 
ting there. 

The individual attention given to 
our passengers is matched by the equal 
treatment accorded to our aircraft, all 
of which have a First Class, a Business 
Class (except on a few routes where 
Business Class service has not vet 
been granted) and an Economy Class 
section. 

Which once again makes our 
worldwide service more individual. 
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holding-tax system to the REVIEW 
“very excellent — one which the US 
ght wish to emulate.” The tax 
au. he added. "does not want to 
mage it." Indeed, the whole issue of 
¢ changes in Japan has become ex- 
mely sensitive since former prime 
nister Masavoshi Ohira's abortive 
| pm to n a value- aede 
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ange of views 115 ы | 
formed sources in thé BoJ told the 
IEW that any decision on the tax 
bly would be deferred until the 
rnment decides how it is going to 
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most С and javesh has bcn given to 
attempt by foreign investment 
ts and Japanese securities houses 




















e of trust banks. But a much wider 
rea of fund management and invest- 


'abs in Tokyo. 
gain there are implications for 


id-management centres in Asia, and 
Singapore, the young pretender. 
hough both, and especially Hong- 
ng, retain tax advantages. which 
yo does not enjoy yet, the fund- 
agement industry in the Japanese 
1 could well reach dimensions 
` overshadow both Hongkong 
| Singapore in the next few years. 
ch of the investment from these two 
intres goes into the Japanese stock 
id bond markets anyway and, tax 








nvenient to manage such investment 
om Tokyo. There is also the prefer- 
ice of Middle Eastern institutions to 


s domiciled, such as the yen in Tokyo. 
Nobumitsu Kagami, chief economist 


Investment Management Co. (Nimco) 
— an investment advisory offshoot of 


the considerable amount of na- 


reak into pension-fund manage- 
lent — currently the exclusive рге- 





ongkong, the uncrowned king of 


| ury. 





ent advisory business is now up for | 


rmitting, it will become incr easingly | 


vest only in centres where a currency | 


and adviser to the president at Nomura | 























ings svstem which finances the so-call- 
ed secondary budget and which has a 
seminal influence upon deposit in- 
terest rates at the retail end. 
Interest-rate liberalisation, another 
major component of the yen-dollar 
committee's programme, will not only 
decide the future cost of money in 
Japan but the future shapeof the coun- 
trys financial institutions. Some 
smaller ones may have to be allowed to 
go to the wall, or be taken over, which 


-has not been the Japanese wav in the 


past. But the way of the future has to be 
different if. Japan sticks to its commit- 


ment to internationalise its financial 


markets. Only a major financial col- 
lapse i in the USand in the Euromar kets 


bringing the present system into disre- - 
pute are likely to galvanise the forces 
| of conservatism in favour of reneging 


-on that commitment now. 


iei (biggest: of. the „big 
pan) — told the 









fout Bone in 
REVIEW that he see 









banking, securities 
insurance and trust busi- 
The reason for this is instructive 


business, 
ness.” 


and helps explain why, apart from ex- 


ternal pressures, liberalisation of the 
Japanese financial system is under- 
Way. -. 

Japanese financial institutions have 


made liberal use of their foreign-ex- - 
| change control freedom in recent years 


to invest abroad, particularly in the 
United States where bond yields in 
particular were attractive. But, until 
recently, individual investors in Japan 
remained singularly unconscious of 
yields. This is changing. As Kagami 
points out, the average worker with 
four children now has an annual in- 
come of *X4-5 million (US$16,175- 
20,218) and ean look forward to an an- 
nual pay rise of only 5-6%. The mean 
value of household savings is ¥5-6 mil- 
lion, so the yield the average worker 


JAPANESE INSTITUTIONS BY 
SIZE OF DOMESTIC FUNDS 


Assets (¥ billion) 
Long-term credit banks (3) 798658 


City banks (13) 116,234 
Trust banks (7) _ ~ 48, 
, Regional banks (63) oo _ 19,01: 
Life assurante companies (22) 3 
A} __ 7, 


General insurance companies (2 





ury. ills) Р арап каа the structure of 
interest rates. They will also probably 
- embrace the future of the postal sav- 


it. “Bank deposit 


| funds — hence 1 


companies or financi: 
| vestment . advice ` t 

| becoming the “fifth industry in Japan- 
. ese finance after 


apply only to funds. 
through trust banks. 


| like the Тоз) 
sation of be 






case of the Toshi Journal." This m be- 
come a cause célebre among the Tokyo 
investment community and in govern- 
ment. It involved a monthly invest- 
ment journal which began by offering 
“inside” information on hot stocks and 
then diversified into fund manage- 
ment by inviting readers to let the jour- 
nalinvest on their behalf. The response 
was overwhelming — and so were the 
consequences for many investors when 
the Toshi Journal collapsed. 


he incident pointed up the fact that 
the "interests Japanese saver 
e been neglected, as Kagami put 











and so has the perfi i 

> pc dre of the 
Toshi Journal." But, equally, it pointed 
up the lack of an investment advisory 
industry in Japan. Now there is grow- 


‘Ing pressure for such services but the 


securities houses naturally do not want 
it to be just an extension of banking. 
The problem. is that securities com- 
panies may give investment advice to 
clients but cannot charge for it. That 











| includes merger and acquisition ad- 


vice. Their income is derived from 


means they can oper 
sidiaries of brokers an 


' only as sub- 
not of holding 
onglomerates. 
Hence. presumably their unfortunate 
reputation for "churning" portfolios. 
However, the Ministry” of Finance 
(MoF) does appear to have been turn- 


ing a blind eye lately to more open in- 


 vestment advisory activities by the 


bigger securities houses. 

While legislation enables securities 
houses and others to offer discretion- 
ary management of investment 
portfolios, official guidance says only 
the trust banks can do it. Con- 
sequently, they havea monopoly on the 
fast-growing private. _pension-fund 
business in Japan. But all this is about 
to change. A new Investment Advisory 
Act is expected to be promulgated 
quite soon under wh a selected 
number of companies will be permit- 
ted to undertake discretionary fund 
management business (and charge for 
it), and they will probably enjoy the 
sort of tax concessions which currently 
channelled 














The new act will require all invest- 
ment advisers to register with the 
Securities Bureau of the MoF. Only 
around 20-30 are expected to be given 
licences to handle discretionary fund 
management, according to Kagami. 











The others simply will 1 be allowed p 
provide investment. SE to o This, 












Tbe Premier Services Card identifies you as one of a small and т 


Introducing Premier Services. 
One of the privileges of the privileged. 


Only a few of our clients require 
the very special type of security, 
convenience and peace of mind 
Premier Services™ is designed to 
assure. But those who do have 
come to depend on these services, 
throughout the world. 


Personal attention. Discretion. 
Responsiveness. These are what our 
clients have come to expect of a rela- 
tionship with American Express Bank. 

NOW, as an American Express Bank 
client, you can enjoy the added advan- 
tage of Premier Services. It offers vou 
travel and medical assistance, 24 hours a 
day any where in the world. And the 
convenience of a nearly unlimited range 
of personal services in London, Paris, 
New York and Miami. 

You are eligible if vou have a 
substantial relationship with American 
Express Bank and are a Gold Card* 
client of American Express Bank. 

The Premier Services Card is not a 
charge card. We issue it to identify you 


as one of a small and very select group of 


American Express Bank clients. When 


Amcrican Express International Banking Corporation 





you have the use of Premier Services, 
almost any type of service is easily 
arranged through a single telephone call. 
Travel and medical assistance 
worldwide 


With a call to your multilingual 
Premier Services representative, you are 
assured of travel and emergency 
medical assistance, 24 hours a day 
almost any where. You and your family 
have access to prompt medical attention, 
including supervised evacuation. 

Exactly what you want, 
exactly as you want it 

A single telephone call can also 
arrange many types of traditional con 
сіегре services—and personal services 
in London, Paris, New York and Miami. 

From a chauffeured limousine...to 
an exquisitely appointed private party 
...to yacht and aircraft charters. 

We will plan cultural or shopping 
excursions...arrange for the services of 
interpreters and translators...dispatch 
a representative who will meet you 
at the airport, to expedite vour 
arrival or your departure. 








ery select group of American Express Bank clients 


Wherever you are in the world, 
whatever the hour, Premier Services is as 
near as the nearest telephone 

How to learn more about 
Premier Services 


For more information about Premier 
Services —or about our other Private 
Banking services— please contact Briat 
Lendrum, First Vice President, American 
Express International Banking Corpora 
tion, Connaught Centre, 28th Floor 
Connaught Road, Central (G.PO. Box 3) 
Hong Kong. Telephone (05) 212 608 

Premier Services from American 
Express Bank. One of the privileges of 
the privileged. 





American Express Bank 
Global Financial Network 


An American Express Company 
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First Class? No, Economy. chair instead of a Tourist Class seat. 


In our 7475s, there are only 8 seats 


It's simple. Book yourself on SAS First abreast. In our DC-10s, just 7. 

Business Class. You get 38 inches of legroom instead of 
We seat you in a spacious, restful cabin 34 inches. 

instead of behind a curtain. You dine on china instead of plastic. 


You can relax in a next-to-First Class You drink from a real glass instead of a 
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plastic cup. 
You're provided with electronic head- 
phones instead of those old acoustic ones. 


You get everything except a surcharge. all of Europe. 
The fare is normal economy. No more. 


Try us next time you fly to Europe. Yj 7А? At 
We offer you four weekly connections from 


The Businessmans Airline 


Tokyo and three non-stops from Singa: 
pore/Bangkok. And friendly Copenhagen 
Airport gives you excellent connections to 
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ous sarakin or money lenders. 
All this represents a typical Japan- 
ese compromise. Local securities com- 
panies and foreign institutions which 
have been fighting for a slice of the 
trust banks’ pension fund business, 
will opt for one of the new investment 
adviser's licences rather than trying to 
buy into an existing trust bank or set- 
ting up a new one. The classic example 
of the abortive attempts by outside in- 
stitutions to muscle in directly on the 
trust banks’ domain, and the one 
which is generally credited with being 
the catalyst for changes in the law, was 
the proposal by Morgan Guaranty and 
Nomura for a joint-venture trust- 
banking operation in Japan. Several 
other US banks followed suit with 
proposed links to Japanese securities 
houses. 

As Japanese securities houses are 
permitted to do trust-banking busi- 


‘oa. t 


Tokyo Stock Exchange: few foreign takers. 


ness in the US, Nomura apparently felt 
better able to bring pressure to bear on 
the MoF by teaming up with a leading 
US investment bank, which in turn 
would argue for reciprocal rights for 
itself (and its joint-venture partner) in 
the Tokyo market. But the MoF wanted 
to avoid a direct breach of the trust- 
banking citadel, apparently fearing a 
devastating competitive impact, and 
hence the compromise. Nomura now 
wil do discretionary fund manage- 
ment, including pension fund business, 
through Nimco, while Morgan will 
concentrate on activities such as 
underwriting Japanese Government 
bonds and making a secondary market 
in them. 


ow much pension-fund business 

will be retained by the trust banks, 
and how much will find its way to other 
institutions, remains unclear at this 
stage. As Hajime Shinohara, director 
of the research and planning depart- 
ment at the Japan Centre for Interna- 





Ori- 










= | —— == 
business in Japan. In five or seven | business in Tokyo through 
years timelt w lbe the bigges COT po- 

nent of trust-banking business.” The 


“greying” of Japan is one reason for 
that. 

Another is the growing pressure for 
Western-style fully funded pension 
schemes related to final salary rather 
than the cash-flow-funded schemes 
most Japanese corporations operate at 
present offering annual “dividends” 
plus a lump sum on retirement. As one 
British merchant banker in Tokyo 
commented to the REVIEW, most Ja- 
panese private pension funds are run 
on “antiquated” lines at present. But 
they are modernising. They are also 
growing very fast. One informed esti- 
mate puts the total size of trust banks’ 
pension funds under management at 
around ¥9.1 trillion as of March this 
year — and it is increasing by around 
¥1.3 ‘trillion a year. Insurance-com- 
pany funds, put at around ¥5.2 tril- 


ч 





lion, аге also increasing by some ¥1 
trillion a year. 

Around eight foreign banks are ex- 
pected to be given licences to do trust- 
banking-type business, according to 
another British merchant banker. One 
reason the MoF is intent that the 
foreign banks should do it through 
newly incorporated subsidiaries, 
rather than through their branches in 
Japan, is that if the latter route were 
permitted, Japanese city banks would 
want to do trust business too — “me- 
tooism" as Shinohara put it. A number 
of city banks, however, are planning to 
set up their own investment advisory 
companies. 

The final dividing line between secu- 
rities and trust-type business is not yet 
clear. Foreign institutions probably 
will have to decide whether they want 
to concentrate primarily on securities 
dealing or trust-type business and 
which type of licence to opt for. Those, 
such as London merchant bank S. G. 
Warburg, which is the biggest pension- 
fund manager in Britain, are likely to 
be constrained over репѕіоп-ѓипа 
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ready applied for a securities licence 


there. But a securities licence, which 
enables foreign institutions to deal at 
27% of the normal commission rate in 
the Tokyo stockmarket, is well worth 
having. A seat on the Tokyo Stock Ex- 
change costs a prohibitive Y1 billion 
and upwards and there are few foreign 
takers — as Yamaichi Securities dis- 
covered when it recently tried to sell 
one. 


he anomaly remains of why a secu- 


rities company should be able 10 


manage a private trust but not a pension 
fund under the new scheme of things. _ 


But as Hugh Trenchard, chief repre- 
sentative in Japan of London merchant 


bank Kleinwort Benson points out: 


“The general liquidity of a wide range 
of financial institutions is what we are 
interested in." Many of Japan's tradi- 
tional business houses in areas such as 
heavy industry and trading have be- 
come so cash-rich as to be “mini mer- 


chant banks in their own right," as 


Trenchard puts it. 

They want to learn more about inter- 
national investment and to do transac- 
tions finance. Foreign institutions will 
want to teach them how, and the Bri- 
tish merchant banks like to think they 
have more experience in this than the 
US investment banks. Another lucra- 
tive area for foreign institutions could 
be in helping Japanese companies 
place huge lines of stock when anti- 
trust provisions require them to reduce 
their holdings in other companies by 
1986. The domestic stockmarket may 
not be able to absorb all these divest- 
ments. 

The dividing line between accept- 
ance of deposits and securities under- 
writing by one single institution will 
remain in Japan for the time being. 
Eventually it is likely to disappear, but 
not until the Glass Steagall Act which 
creates à similar division in the US (on 
whose financial system Japan's i$ 
based in part) is reformed. That could 
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be set back by problems such as those ~ 


at Continental Illinois and renewed 
public unease over 


Several US groups already are doing 
both types of business through finan- 
cial conglomerate structures, and 
Citibank's recent purchase of stock- 
brokers Vickers da Costa, which has a 
Japanese broking operation, effective- 
Iv breached the Japanese dividing line 
too — much to the MoF's chagrin. 

The Japanese trust banks, mean- 
while, are fighting back. One of them, 
Yasuda Trust & Banking, has joined 
with Jardine Fleming of Hongkong to 
form an investment advisory company. 
Nor are the trust banks as vulnerable 
as they sometimes argue, even if pen- 
sion business does have to be shared in 
future. Several of the bigger ones, such 
as Yasuda, Sumitomo and Mitsui, have 
interlocking shareholdings with city 
banks. — ANTHONY ROWLEY 


banking and 
securities underwriting being mixed, 
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IC ne important area of the Japanese 
financial system, the short-term 
© money market, has escaped liberalisa- 
_ lion — for now. This is the area where 
7 differences between the Ministry of Fi- 
ince (MoF) and the Bank of Japan 
(BoJ — the central bank) were proba- 

— bly most marked, though the BoJ also 

— has reservations over the future inter- 

» national role of the yen. 

— Liberalisation of the money market 
- —ormoney markets as there are in fact 
- two, one tightly controlled and the 
— other “free” — was brought up by the 

“American side in the yen/dollar com- 
— mittee. United States and other foreign 
banks would like freedom to arbitrage 
freely between the Euromarkets and 

_ the domestic yen market in Japan. 
= But the ВоЈ fears that “if control of 
the money market goes 
- beyond our control, then so 
_ does control of the money 
supply,” as one senior 

__ source confided to the 
- REVIEW. Japan has an envi- 

— able record of money sup- 

— ply and inflation control in 

— the post-World War П 

period despite huge trade 

_ surpluses and sharp swings 

in capital flows. 

= Of the two short-term 

money markets, the older 

` and more traditional in 

— Character is now the small- 

er. This is made up of the 

call market, where deal- 

_ ings.are worth around ¥4 

^ trillion (US$16.2 billion), 

- and the discount market — 
around ¥6 trillion. 

— . The second comprises 

_ the (now liberalised) gensaki or bill- 

p exchange sector (¥4 trillion), the 

domestic certificate of deposit (CD) 
market (¥8 trillion) and residents’ 
foreign currency deposits (¥5 trillion). 

There is an overlap between the two 

groups of markets in that institutions 

— such as securities houses can partici- 

_ pate in both. 

- Japanese city (commercial) banks 
have traditionally been cash-short in 
the post-war period as they supplied 

huge volumes of virtually fixed-rate 
credits to industry. To meet that short- 
age, banks turned to the BoJ which in 
turn directed them to the call and dis- 
count markets where it could directly 

~ influence rates 
and where deal- 
ings are  col- 
lateralised. Or it 
could act as lender 

' oflast resort itself. 

Interest rates 
banks pay on de- 
posits are also 
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geared to the BoJ's discount rate. The 
city banks' own short-term prime lend- 
ing rate — they typically lend on a 
short-term rollover basis — is in turn 
pegged to the BoJ discount rate and is 
decided by the Federation of Bankers' 
Associations of Japan. “As long as 
city banks borrow significant amounts 
from the BoJ, we shall have an influ- 
ence on rates," one official noted to the 
REVIEW. That borrowing figure is cur- 
rently around ¥3 trillion a year. 

But as with almost everything elsein 
the Japanese financial svstem, things 
are changing in the short-term money 
markets. There has been a quite spec- 
tacular growth of CD issues, which 


bankers sav they find less rate-volatile 
than the call and discount markets. 
The practice of following short-term 





prime rate is diminishing as a result 
and banks are now discussing new. 
market-based rates. 


t the same time, some of Japan's 

biggest corporations have become 
extremely cash-rich as a result of the 
export boom. Automotive giant Toyota, 
for instance, is often referred to nowa- 
days as "Toyota Bank" and employs a 
large force of financial specialists in its 
treasury to deploy funds internation- 
ally. Likewise electrical group Mat- 
sushita which trades under the Na- 
tional brand name, indirectlv owns a 
securities house, National Securities, 
to deploy its funds. 


MONEY-MARKET TRANSACTIONS 








lationship with them will inevitably 
reduce," conceded the BoJ official. 
That is not the central bank's only con- 
cern. Itsinfluence in the domestic bond 
market is also set to decline. Tradition- 
allv the BoJ has been able to "influ- 
ence" (dictate) coupon rates via a com- 
mittee on the issuance of bonds. 

Rates on bond issues in general were 
held low in order to keep down the gov- 
ernment's cost of issuing national and 
deficit bonds. Foreign issuers did not 
like the system and there were obvious 
problems if à prime issuer in the 
samurai market such as the World 
Bank got a better rating that the Ja- 
panese Government. The role of the 
bond committee is consequently di- 
minishing. 


Trou bills (TBs) are yet another 
sensitive issue with the BoJ. The 
whole market in short-term govern- 
ment debt is currently under study as 
large volumes of maturing 10-year 
deficit bonds have to be re- 
placed next year and at 
least part of that debt may 
be replaced with two-year 
bonds or possibly TBs. At 
present, only two-month 
TBs exist in Japan (used to 
bridge liquidity gaps) and 
atsuch an unattractive rate 
that only the BoJ buys 
them. 

There is talk of offering 
TBs by open tender in fu- 
ture which would raise 
rates but the MoF does not 
like the idea. Or the BoJ 
may sell its portfolio to the 
market, at a loss. Foreign 
banks, meanwhile, are 
pressuring the government 
to issue more TBs so they 
have an alternative instru- 
ment to CDs and gensaki 
bills in which to put their liquidity. 

Then there is pressure, too, from 
domestic corporations for the au- 
thorities to allow commercial paper is- 
sues. Toyota and the like may be cash- 
rich now but they want the ability to 
raise money as cheaply as possible 
when they need it. The banks obviously 
do not like the idea as it would further 
disintermediate them, and it also goes 
against the honoured concept of col- 
lateralising all bond issues in Japan 
(with land, premises, etc.) since the 
bankruptcies of the Showa era in the 
1930s 

BoJ officials also point to recent 
corporate failures — such as Riccard, 
the sewing- 
machine maker, 
which did пої 
have а tra- 
ditional, Japan- 
ese-style close 
relationship with 
a group of banks. 

— ANTHONY ROWLEY 
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225.34 Million DM. 


German “Klassenlotterien” "were established 
some 350 years ago. For more than 35 years, the 
“Süddeutsche” is making lucky winners out of people 
like you. There are more winners eyery year. This is 
not the type of lottery to raise money for public pro- 
jects or charity. The major share of the profits is 
returned to the winners. The "Süddeutsche Klas- 
senlotterie" is fully backed by the Government. 
This is not a private corporation, Tickets are sold 
through government-approved agents only (Lotte- 
rie-Einnehmer). The drawings are public pro- 
cedures and every move is regulated by law, This 
way it is a clean operation throughout. 


How to play the game. Each come lottery takes 
one half vear and is subdivided into 6 classes that 
are played subsequently. Drawings are conducted 
every Saturday. Every ticket-holder gets the official 
drawing schedule containing detailed information 
about the prizes to win, the days scheduled for 
drawings etc. Everything is clear and you will be .— 
kept informed at all times. You determine for your- 
self the size of the ticket to take out by ordering à 
full-size (1/1) ticket, a half-size (1/2) ticket or a quar 
ter (1/4) one, and when your number is drawn as à 


winner, you will get the full prize or half of the prize ` 


or a quarter of it respectively. Chances to be drawn 


argest lottery of this type | гас 
ы before were your r chi а ances ss iE to v 


o Nearly every соп ticket vields Mi prize. 
@ Total amount of money to be won: | 


| Don't wait ~ order your ticket NOW! 
` “STATE ACCREDITED LOTTERY AGEN T 


| GREGOR-FRANKFURT - 
Е Rüsterstr. 24- D-6000 Frankfurt/M. 








аге. campleitij'é even n for each and even number in 
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postal check гре 

draft, money ordét or even cash (better make that 

"Registered. mail”), in return you will receive: 

2 Your original ticket, along with all the infor- 
mation. 

ЎА regular mailing of the official list of winning 


numbers (so you can check on our performance) ). 


if you win! You'll be immediately notified by për- 
sonal letter. Payment of prizes is effected the fastest 
possible way and in respect of your instructions. 


Prizes are free of German taxes. It is our duty to 
observe 10€ % diser eton; nobody knows who’ Se 
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bvious reason for the remark- 
ble growth in Japanese banks’ 
eas yen lending since it- was 
ised in April is the fact that their 
ng margins in Japan are coming - 
asingly under pressure and 
re margins are fatter. That 
ze is likely to intensify as deposit 
t rates are liberalised, first on 


osits, though no time schedule 
“been set. 

yan’s city banks claim that their 
between deposits and lending 
around a third of that enjoyed | 
ed States banks in their domes- 
perations — or around 1.7% on 
ge compared with anything up to 
1 the US. Staff cutting may be the 
way to maintain earnings as mar- 
Japan get even narrower under 
iberalisation and some banks, 





ji ‘banks and formed through: a 
several qure us already are 


its per е їп the рле 
king system as a whole is already so 
1 that there is not much fat to et 
irces in the Bank of Japan. 


Charles Smith i in Tokyo 


уо is slowly emerging as one of 
he world’s major financial centres. 
most foreign banks with branches 
pan find life more difficult every 
Та the business year ended 31 
, 16 banks of the 75 with full 
es in Japan announced losses 
rom a few million yen to more 
HE billion (US$4.04 million). 
oreign banks, taken as а group, 
d a 0. 18% pre-tax return on 
n the same year — the lowest 
{ and less than a third of the 
igure of 0.57%. This year, things 

ely to be rather worse. One 
banker estimates that 
st US$75r illion in the 
taonths of the year through 
ffs of loans to bankrupt Japan- 
es. 
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| agreement announced on 30 May by 
. the joint Japan-US ad hoc group on 
! yen/dollar exchange-rate issues, the 
so-called yen/dollar committee. To 
begin. with, Japan will lower the mini- 
mum denomination of negotiable cer- 
tificates of deposit (CDs) from ¥300 


million (US$1.2 million) to ¥100 mil- 
41.1985 — thus bringing a 





big slice of total deposits within the 
ambit of deregulation. 

Interest on other. “large” dena: 
will then be deregulated within two or 


three years. The new CD ceiling im- 


plies that large will be defined as ¥100 
million at most; however, banks will be 
allowed to offer interest-liberated 


money-market certificates (MMCs) to 
the public by April 1985 at the latest. 


As itis generally. assumed these will be 
available in denominations of as little 


| as ¥50 million, the definition of large 
deposits is unlikely to be above this 


amount.  . 

It seems likely that interest rates on 
nearly half of city banks' total deposits 
will be liberalised *at a bound," as Fuji 


Bank puts it, within two or three years. 


(Currently, only 3% of banks’ domestic 
deposits are liberalised, though that 
rises to — 











n good loans, this year' 8. mar- | 
are narrower thàn ever as the bor mr 


now might seem to indicate a lack of 
commitment to internationalisation, 
given Japan's importance in global 


trade and finance. | 
Veteran foreign bankers in Tokyo 


offer two sets of reasons for the prob- 
lems with their Japan operations. The 
first is that, contrary to what many 
bankers said at the time, the regulated 


Japanese banking environment.of the : 
1970s actually made life easier for 
foreign banks, even if it did restrict 


their operations. 

Until December 1980, when Japan 
dramatically relaxed 
change controls, foreign banks had a 
virtual monopoly on non-yen loans to 
Japanese firms. Since liberalisation, 
these “impact loans" have become 
steadily less attractive for 






into the market in force. 


Foreign banks' former monopoly on. 
foreign-currency-backed yen loans 
was another valuable source. of in-. 
come, though the total amount of these 
loans any y individual bank could make | | 


if money-market | 


foreign-ex- 


| ficial in the Ministry of Finance (Mo), | 


banks as Japanese banks have moved. 4|. struct ; | involves... . 
| medium-sized local and mutual banks | 
- and even the three big long-term credit | 


Hiroshi Hida, assistat 


"the limits gone, any bank, Japanese ог. 


term funds to. industry is mee ber | 


the minimum denomination of MMCs 


interest- rate liberalisa- | will be reduced to ¥20 million in the 


tion was one of the main planks of the | 


second stage of liberalisation in two or 
three years’ time. These certificates | 
promise to revolutionise Japanese de- . 


 positors' interest-rate expectations as 


radically as MMCs have done in the . 
US. | 
They are aimed at wooing back to the 


banks a part at least of the deposits 


which have poured into the so-called 


-Chukok funds introduced in 1983 by 


securities houses. Unlike these mutual 
funds, which are invested in govern- 


ment bonds, the banks will be able to 


deploy MMC funds freely. Residual 
ceilings in MMC rates will disappear 
within two years, according to the MoF. 
N o one would invest in interest-reg- 
ulated, straight bank deposits if they 
had interest-liberated savings instru- 
ments available as an alternative. It is 
quite possible that deposit rates will be 
liberalised eventually. all the way 
1 ion level up to 
which tax-free investment i is available 
1: igs system, which 
sets its own rat 25 inde endent of.the - 
banking system. - 
All city banks acknowledge. that de- 
posit liberalisation will have an impact 
on their cost of funds. According to: 
general man- 


















Was regulated by "swap limits." With 


foreign, can fund its yen loans from 
any currency. But the wider. scope m : 
offers has been cancell 
er competition and narrower margins. 

Now, foreign banks must depend on 
the same sources of funds as domestic 
banks — while lacking the base of yen 
deposits which are thecheapest source 
of funds for domestic banks. — 

The second set of reasons for the 
foreign banks’ problems is more gen- 
eral. Since the mid-1970s, Japanese 
companies have become. less depen- 
dent on bank borrowing and more skill- 
ed at tapping money markets directly, 
such as through the issue of foreign- 
currency-denominated bonds. This 
has meant tougher competition among . 
banks and the weaker have inevitably 
been pushed to the wall. l 


n Japan “the weaker” Da turned 
out to mean almost everyone, except 





banks, whose role as providers of long- 


coming superflu 
; Foreign: | 















| “But he admits that banks may have 
^. to make greater use of the call and dis- 
. count markets in future. Rates there, 
. too, could be on the rise, though, as 
` funds become more gener ally market- 
rate sensitive. Banks also will make in- 
.:. creasing use of CD issues, though the 
MMC rate will beset at a margin (prob- 
ably half a percentage point) below the 
CD rate. 
In fact, the city banks’ margins are 
. not quite as thin as they appear on the 
^ surface. Traditionally they have been 
able to compel corporate clients to 
keep compensatory balances on time 
deposit with them — up to 30-40% of 
the size of loans the banks granted to 
those corporations. Working in pre- 
cisely the opposite direction as a re- 
serve requirement on the banks, these 
"notorious" practices, as Hida put it, 


considerably improved banks' margins | 


in the past. 

But pressure in parliament from op- 
position elements led to curbs on the 
practice and it is less prevalent nowa- 
days, though still a significant factor. 
It applies mainly to small corporate 
borrowers as prime borrowers fre- 
quently get prime rate, or even below 
it, at present. 

Takeshi Saito, general manager of 
the research division of Fuji Bank, 








Squeeze in à number of ways, not al all of 
which have served to enhance their 
image with Japan's financial commu- 
nity. One obvious response to the diffi- 


culty óf finding first-class borrowers. 


has been to move downmarket, either 


by lending to smaller borrowers or by. 


making loans to those who would not 


normally qualify as customers of the 


city banks. The ¥250 billion of loans 
foreign banks have made to sarakin 
(loan sharks) comes under the latter 
heading, since neither the city banks 
nor insurance companies are encour- 
aged by the Ministry of Finance (MoF) 
to deal with these organisations. 

The spreads that foreign banks can 


earn on sarakin loans are about 10 


times those of normal corporate loans, 
but the risks are relatively high and the 
business carries a certain stigma. 
Loans to small companies can also be 
profitable, but very few foreign banks 
in Japan have taken the trouble to set 
up credit-assessment departments 
that can provide the basis for indepen- 
dent judgments about this type of bor- 
rower, and many are finding that it 
may not be enough to just “take the 
word” of a Japanese bank. 
| The dangers of putting one's trust in 
¿o thê advice of big Japanese banks were 
painfully demonstrated in August 
= Co., a major sewing- 
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Existing funds raised'at market interést rates 


* At March 1984. Source: Fuji Bank. 


feel the impact of rate liberalisation 
more than the city banks, because their 
proportion of individual deposits is 
greater. There could be problems, too, 
for the smaller sogo (mutual) banks 
and mutual-savings funds, though no 
city banks envisage taking. over these 
smaller fry. 

“There is no incentive,” as Saito put 
it, though mergers among the smaller 
institutions may prove inevitable. The 
days when the government could 
coerce or cajole big banks into rescuing 
smaller ones with the promise of more 
branches have gone with the introduc- 
tion of instruments such as CDs and 
with the advent of electronic banking. 





D. aizaburo Tazoe, senior managing 
director of the Tokyo Sogo Bank — 
one of the biggest of the 60 mutual banks 
in Japan — does not rate highly the risk 
of smaller institutions being driven to 
the wall by interest-rate liberalisation. 
The mutual banks will retain their spe- 

cialist role of lending to small enter- 


prises and will be able to compete 


ian with the Bar banks in E 


machine manufacturer, filed for bénk- 
ruptcy after its Japanese main bank 
had encouraged orem institutions to 
lend toit. 

Foreign banks involved in the Riccar 
affair felt they had been let down — 
but the real moral may be that they 
should have known better. One foreign 
banker, who was not a loser over Ric- 
car, said he makes it a rule not to lend 
to any Japanese company whose bor- 
rowing profile shows a rising propor- 
tion of foreign-bank borrowing and 
declining dependence on loans from 
city banks. | 








: hile loan demand is declining, 

other opportunities are expanding 
rapidly — — ranging from bond or equity 
trading or underwriting to investment 
advice and even the handling of ac- 


quisitions. However, the distinctions 


that still exist in Japan between bank- 
ing and non-banking activities mean 
that foreign bank branches can do no 
more than nibble at this business. - 

The handful of foreign banks which 
have joined the underwriting consor- 
tium for Japanese Government bonds 
have been rewarded with permission to 
start over-the-counter sales and will 
soon be ableto begin dealing in the sec- 
ondary bond market (a area which 
promises ast 


Funds raised at market interest rates after large denominatio ior depos 
interest rate liberalisation in two to three years 

Funds raised at market interest rates after shifting of large 
denomination demand deposits to time deposits 


| currently preaching liberalisat 


| the US Federal Deposit 


| tualities. 
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through MMCs, if — as see 
these sogo institutions pi 
to issue them. But it is note 
the Tokyo Sogo Bank, 
strength relative to th 
whole, succeeded in 
overall deposits by only 2:8 
despite strenuous efforts. 
The impact of rate lj 
take some time to show thr ju 
Japan's export boom should’ 
big corporations might have. 
back to the banks for fun 
might be good for bank ma 
the same time the corp 
could be squeezed between: 
cost of funds on one hand and 
earnings on the other. 
Meanwhile, there are voices 
the Bank of Japan which poi 
rather menacingly that "no опе y 




















seen a bank failure, or a depre 
At the very least, Japan is like lyt 
to introduce some sort of equi 


Corp. to guard against st 













slik EAM to bre that 
the Кра future. 

F oreign banks can become in 
involved in non- -banking transa 
by establishing merchant-bankin 
resentative offices in Tokyo. But: 
offices cannot trade in their OS Td 
and any foreign bank which tr 
turn in its licence as a banki 
apply for a securities licent 
runs the risk of finding itself 
altogether from the J ápane 
Acceptable areas of act: 
seem to be opening up fo 
banks in Tokyo include fore 
rency transactions and th 
Tokyo as a funding base for o 
yen-denominated loans. The ‘Ts 
foreign-exchange market becam 
more attractive place to do 
this year after the Japanese G 
ment abolished the antiquated 
demand" rule, under which allt 
actions had to be directly related: 
port or export contracts. But t 
tinuation of “prudential ceiling 
he vered positions that 
vidual bank s J ules 
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US$1-2 


million, though a few larger 
banks are believed to have been given 
more leeway. Within these limits, 
Tokyo offers modest opportunities for 
gains from foreign-currency transac- 


ons, but it is definitely not in the same 


league as London or New York. One 
Major European bank says that a 


Single day's turnover on the entire 


Tokyo market is less than the bank 
alone would trade in one day in New 
York. 

The potential of Tokyo as a funding 
base for overseas loans was considera- 
bly enhanced in 1983, when the MoF 
ceased to require prior approval of 


| foreign yen loans below certain value 
© ceilings and substituted a system of re- 


porting after the event. Banks that 
have tried to build up business in this 
area have found no shortage of willing 
lenders (especially among insurance 


ruling which limits their foreign assets 
to 1095 of total assets). 


The opportunities that exist outside 
the traditional field of lending to cor- 
porate borrowers mean that Tokyo is 
very far from being a dead end so far as 
foreign banks are concerned. But inno- 
vation and increased services for Ja- 
panese corporate customers outside 
Japan will be more and more at a pre- 
mium. 

A vice-president of one of the largest 
US banks said that in the long run, 
Tokyo should offer "profitable scope" 
for five or six major foreign banks with 
the capacity and imagination to ex- 
pand into new lines of business. For the 
rest, there seems to be only the dim- 
mest glimmer of light at the end of the 
tunnel. п 


Postal savings — no longer 


money in the bank 


By Teresa Ma in Tokyo 


he financial institution most threat- 

ened by the liberalisation of Japan's 
financial system is also its largest — 
the postal savings system, with a third 
of all personal deposits in the country 
worth ¥89 trillion (US$360 billion). 
The deregulation of interest rates on 
deposits could set off a massive switch 
of capital to private financial institu- 
tions, so the Postal Savings Bureau 
(PSB) is lobbying the government for 
permission to launch more competitive 
products and to give it some flexibility 
over the investment of postal savings. 

The PSB is governed by the Ministry 
of Post and Telecommunications 
(MoPT). Thus, it is free to set interest 
rates on deposits independently of the 
Ministry of Finance (MoF) and the 
Bank of Japan, and rates on postal de- 
posits are generally higher than the 
MoF-guided rates offered by city 
banks. When liberalisation allows pri- 
vate banks to compete on interest 
rates, postal savings will lose its chief 
attraction to depositors. 

Some 90% of postal savings are in 
the form of Teigaku deposit certifi- 
cates, on which interest is compounded 
every six months during the minimum 
term of three years. Six-month depo- 
sits earn 4% a year and the rate gradu- 
ally rises to 5.75% for deposits left in 
the account for more than three years, 
up to a maximum of 10 years. By con- 
trast, city banks offer slightly more 
than 2% on call deposits, 3.5% for 
three-month time deposits and a little 
more than 6% on three-year maximum 
time deposits. 

Postal savings also offer tax breaks. 
Depositors have a tax-exempt ceiling 
of ¥8 million, of which ¥4.5 million 
can be in property-accumulation sav- 
ings, ¥3 million in ordinary deposits 
and ¥500,000 in housing deposits. This 


is much more attractive than the non- 
taxable limit for personal deposits in 
private banks, which is only ¥3 mil- 
lion. 

Despite these privileges for postal 
savers, the rate of growth in postal sav- 
ings has been declining since it peaked 
in 1980. It has been hit by falling in- 
terest rates and by competition from 
private banks offering a wider and 
more competitive range of services. 
Surplus of deposits over withdrawals 
is expected to fall to ¥1 trillion in fis- 
cal 1985 from more than ¥6 trillion in 
1980. 

PSB officials believe the decline was 
caused by the disparity between in- 
terest paid to depositors and interest 
income from the funds which the 
bureau deposited with the MoF Trust 
Fund, as it is required by law to do. At 
times, this difference has been too 
small to cover the bureau's operational 
expenses. The trust fund invests the 
postal savings in government bonds, 
but at artificially low interest rates 





Irem — M 1 - > 
and in the MoF's “national investment 


and loan programme," also known as 
the second national budget. The MoPT 
is now seeking permission to invest a 
portion of postal savings freely 

In its draft budget for 1985, the 
bureau has proposed to invest ¥1 tril- 
lion of postal-savings funds on its own. 
But this quest for greater autonomy 
has not met with widespread approval 
in government. The MoF is reluctant to 
let go of postal-savings funds because 
its trust fund would be deprived of a 
large amount of cheap money — some 
60% in fiscal 1982 — for rural projects 
and assisting agricultural coopera- 
tives. This is especially important to 
the ruling Liberal Democratic Party, 
which relies heavily on rural votes. 

Other changes proposed in the 1985 
budget include a lifting of the Y3 mil- 
lion ceiling on tax-exempt ordinary 
deposits to ¥5 million and the ceiling 
on housing deposits from the current 
* 500,000 to ¥1 million. The budget 
also proposed a new product called 
"Silver Deposit," where the deposit 
ceiling is raised to Y 10 million for cus- 
tomers over 55 years old. These propo- 
sals were turned down by the govern- 
ment in 1983. The government has 
promised to relax or remove interest 
rate ceilings on large deposits (the 
amount as yet undefined) over the next 
few years but has not indicated that it 
will do likewise for small deposits. 

Private banks say that the postal- 
savings bank is unfair competition, 
citing the privileges it enjoys as a state- 
run financial institution, which in- 
cludes not having to pay tax on income. 
They also say that the PSB has been 
selling new products and services with 
little attention to costs. In particular, 
compound interest paid on postal sav- 
ings has forced the bureau to run a very 
expensive operation, the bankers say. 

The 1983 average interest rate on 
postal deposits was 6.32%, slightly 
higher than the 6.3% average for city 
banks, according to the International 
Services Department of the PSB. When 
operating costs are taken into account, 
the cost of funds to the PSB in 1983 was 
7.57%, lower than the 7.64% for city 
banks. 

Yasuo Miyakawa, assistant general 


$| manager of the economics department 
5| at Sumitomo Bank, said that the 
` TE bureau's 


accumulated deficit of 
¥477.2 billion is a heavy burden on 


2; government. But the director-general 


of the PSB, Sigeo Sawada, said: “Com- 


~ Ы paring ratios of general expenses to de- 





posits in city banks and the postal-sav- 
ings system in fiscal 1982, that of the 
city banks was 1.3% as against the 
postal savings’ 0.7%." 

Private banks want to compete on 
equal ground with the PSB in future. 
According to Miyakawa, the banks 
have asked the government to recon- 
sider the interest-rate structure of 
postal savings, arguing that the public 
sector should complement rather than 
compete with the private sector. п 
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In the design and construction of che- 
mical and other industrial plants, the 
name Uhde stands internationally for 
quality, precision, timely completion 
and economy. 


The widely differing tasks set by our 
clients require tailor-made solutions. 


Uhde therefore offers: 


Market and feasibility studies, profitabi- 
lity calculations, financing, project ma- 
nagement, as well as progress and cost 
control for engineering, civil works, 
erection, training of clients’ personnel, 
commissioning and after-sales service. 


Furthermore, the feedback of expe- 
rience gained from over 1200 Uhde 
plants and the know-how and expertise 
of more than 3000 qualified staff create 
the basis for performing all the tasks 
entrusted to us. 


Our brochure: “Engineering with ideas” 
is available on request. 


Uhde — a member of the Hoechst group. 
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 misperception abroad 





Korean | 
. amounts, resulting in a trade. | 


The walls of protectionism rising 
Ё swiftly around the United States 
and other Western markets look much 
higher from the outside. Export-de- 





pendent developing nations, especially - 
| in Asia, feel the effects disproportion- | 
ately. When Washington yields to а 


$ uu 


s call for protection, 











domestic industry 
it may be protecting a few thousand 





E ng 

| jobs in the US — out of a workforce of 
.100 million. But to many an Asian 
country, ds 
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mistr f " ted 


By Paul Ensor in Seoul 


[рт іо is an emotional issue 
in South Korea. Restrictions by de- 
veloped countries on South Korean 
imports are seen as the sorry result of 
that South 
Korea is a “second Japan” and that it is 


-no longer a developing country. How- 
-ever, blaming other countries for the | 


restrictions they place on imports also 
reflects a myopic tendency — South 


Korea is no longer a poor developing 


country. Its exports often grow 
quickly, flooding certain markets, par- 
ticularly the United States: in 1983, for 
example, its exports of colour TV sets 
to the US trebled. 


Two-thirds of South Korean exports 


go to the US, Japan and the European 
Economic Community, and 40% of this 
share is subject to controls of some 
kind. According to a recent study by 
the Economic Planning Board (EPB), 
of these three markets Japan is the 
most heavily controlled, with restric- 
tions on 49% of South Korean imports, 
followed by the US (42.5%) and the 
EEC (28%). While charting the share of 
imports affected by controls is rela- 
tively easy, measuring the effect of re- 
strictions on export volumes and the 
balance of payments is much harder. 
“И there were no restrictions on ex- 
ports, we certainly would not 
have a trade deficit," said Lee 
Kun Kyong of the EPB. South 
Korea's deficit in 1983 was 
US$1.61 billion. 












Trade relations with the US Current Account | - 1.580 
have gone through one of their Hee CE | 2 Pls 
most difficult periods this year. | imports : | | 20590. 
The demand-led recovery in the Debt — 30.000 | 37.3 1.6 

Debt Service Ratio} 12.8% | 154 


US last year drew in South 


imports in record 





|| Import trade barriers pose a dilemma re: 
| ‘Gppendent developing nations in Asia | 
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ducts for much of its trade, revenue 
and employment, a protectionist bar 
can mean a desperate search for a 
way around the rules or a new mar- 
ket. — — 

For. countries with heavy foreign 
borrowings, exports are the only way 
to service their debt. The situation is 
more urgent for some than for others. 
South Korea does not face the same 
struggle for international solvency as 
the Philippines. But, over je yen 


imbalance of US$1. 2 NSS in South 
Korea’s favour. All indications were 
that such. growth would continue: the 
American Chamber of Commerce in 
Seoul has predicted that South Korea’s 
surplus with the US will grow to 
US$2.5 billion by the end of the year. 
. This growth has heigh ed trade de- 
pendence on the US, ` ch, in 1983, 
took 34% of South Korea's exports. 
Moreover, in the first seven months 
of. 1984 the share . had. grown. to 
37.5%. 

Several new barriers to South Ko- 
rean exports to the US will come into 
effect during the next six months, in- 
voked partly as a result of. election- 
year political pressure and. partly be- 
cause of the very rapid growth of South 
Korean exports in certdin areas, such 
as steel and electronics. These rules 
will join earlier controls on South Ko- 
rean imports, such a xtiles quotas 
negotiated annually under the Multi- 
Fibre Arrangement and orderly mar- 
keting agreements. While textiles are 
still subject to quotas, several other ar- 
rangements have been allowed to ex- 
pire without renewal. _ 

The South Koreans believe ihe 
steel exports to the US (which doubled 
in 1983) will be hit by the new mea- 
sures, which will hold total steel im- 
ports down to 18.5% of the US market, 
compared to the current average of 
25%. But, because they believe this 
smaller share will be negotiated on the 
basis of "free-trade principles" and 






















not historical market shares, they are 











SOUTH KOREA: EXPORTS 
AND DEBTS 














































| { rd to be cut off from world markets 
— nor can its creditors ih the de- 
veloped nations who will be equally 
harmed if Seoul is prevented from 
using its new-found industrial effi- 
ciency to earn the income it requires. 


As their reliance on export revenue 


grows, Asian countries are forced to 
become more sophisticated in their re- 
Sponse to Western protectionism. 
Merely pointing out their plight has 
won them little 


-.' Washington, especially when they are 
` selling more and more to the US and 
run trade surpluses with it year after . 
year. So countries have turned to the 
weapons of US politics — the lawyers 





optimistic. South Korean steelmakers 
have been subject to a large number of 
anti-dumping and countervailing- 
duty suits in the US over the past 
| well years and generally have fared 
well. 


Japan is South Korea' s second- 


largest export market, but even the 
South Koreans, who feel they under- 


stand the Japanese market better than | 
the Americans and Europeans, en- 


counter difficulties. According to 
Japan's Ministry of Trade and Indus- 
try, tariff barriers on imports from 


South Koreà average. 9%, more than | 
three percentage points above Japan's | 





average tariff. 


. The South Koreans also complain 
‘tha pan’ 's generalised system of pre- | 
“ferences is too small in many cases — | 
with, quotas. ‘sometimes filled within © 
days of the start of the trade year. : 
Japan's controls on South Korean im- - 
ports reflect the different industrial. 
Structures of the two nations. Мапу 
South. Koreans are trying to export. 





goods in the agricultural, fisheries and 


light-industrial areas which the Ja-. 


panese — for domestic political 

reasons — are anxious to protect. - 
Exports to the EEC represent arela- 

tively small share of the total — 12.4% 


in 1983. — and because of the many 


countries involved, they are harder to 
monitor. Among all European coun- 
tries there are restrictions on some 140 
different items. 

South Korea's response to protec- 
tionism is likely to become more 













practise more self-restraint in future 
paying particular attention to ex- 
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| sympathy in | 
| trade wars 


вор x s Ones the ed gus. ex- an! 


| nold & Palmer, a well- ncn) | 
‘Washington law firm, to watch over | 
South Korean interests in the US. Ac- | | 
cording to Lee Sang Sul of the КТА, | 
South Korean exporters will have to | 


'essive co ipetition and. price. cut- | 





their pO. Countries wh hk | 
one market getting saturated, or which 
realise the dangers of relying too heav- 
ily on the whims of the commodity | thr s fr 
markets, find the trade doors shut developing neig 

It is futile tol loo 
gion for markets. 
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К я nimbleness 


_ By Carl Goldstein in Taipei 
| E s heavy reliance on for- 
_ M eign trade leaves it especially vul- 
ищ to pressure from abroad. It has 
эп spared some of the heaviest blows 
y protectionist lobbies in the United 
States and elsewhere because it is not a 
Ег саг or steel exporter. И is the 
iles industry — Taiwan's tradi- 
tional - ‘leading export — w hich has 
F been the major target of protectionist 
moves in the all-important US market. 
: вш it has maintained its healthy 
f growth by adroit expansion into rela- 
E unrestricted categories of tex- 
iles and clothing. 
Other big export industries, such as 
Malcctronics, footwear and sporting 
goods, have remained largely unre- 
| stricted in the US. The electronics in- 
‘dustry is now the fastest-growing sec- 
‘tor of the economy, especially as the 
government is encouraging growth of 
E. computer and information indus- 
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ү “Both Japan and Western Europe are 
considered by Taiwan’s exporters and 
ade officials to be highly protec- 
tionist. But the US took 45% of total 
exports in 1983 and 51% (or US$10.2 
Е through August this year, so 
05 trade policies are most important. 
` The huge surplus Taiwan enjoys in 
trade with the US — expected to top 

US$10 billion by the end of the year — 
ch as muted any complaints the country 
ht have liked to make. Taiwan also 
s sensitive to criticism about the high 
tariff barriers it uses to protect domes- 
tic industries. 

Taiwan's 1983 textiles sales to the 
“US totalled US$1.9 billion, up 14% 
from the previous year. Rising pressure 
— from the US textiles industry has led to 
stricter implementation of existing 
| теде agreements. But exports of tex- 
tiles to the US keep growing as manu- 
Bicturers expand into. unrestricted 
- Categor ies. "Because of quotas and in- 
creasing competition from other coun- 
tries in the region, our strategy now is 
. to upgrade our technology and move 
. into more expensive, higher-profit 
` items,” said Phillip Chen, deputy sec- 

 retary-general of the Taiwan Textile 
` Federation (TTF). Taiwan also hopes 
_ to expand into unrestricted markets 
— such as South Africa and the Middle 
К East. 
| The controversial country-of-origin 
-— regulations the US imposed on 7 Sep- 

_ tember will cost Taiwan an estimated 
- US$100 million a year. The rule is in- 
tended to prevent circumvention of 
‘quota restrictions by having un- 
finished garments processed in a sec- 
` ond country and then exported to the 
h US under that country's quota. Taiwan 





soning ahead: 


or К 
toners iges in Tndonésa or the Philip- 
pines be affected, but the new 
rules will not hurt Taiwan nearly as 
much as Hongkong or China. 

There are signs that some US cloth- 
ing importers who used to buy in 
Hongkong may turn to Taiwan, ac- 
cording to the TTF, particularly for 
sweaters. Taiwan has little room for 
expansion in its US sweater quotas, 
but manufacturers might have the op- 
tion of accepting higher-margin or- 
ders. 

Although the US plays a dominant 
role in Taiwan's trade, the nation is not 
immune to protectionist trends in 
Eurgpe or Japan. The latter does not 
have import quotas that affect Taiwan, 
but it practices "disguised" protec- 
tionism. The complaints sound very 
similar to those made by US firms: de- 
lays at customs, excessive quality in- 
spections and difficulties in penetrat- 
ing internal distribution and retail 
networks. Europe is a top priority in 
Taiwan's efforts to expand exports and 
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Taiwan textiles worker: Europe is priority. 


lessen dependence on the US, Charles 
Yeo of the Euro-Asia Trade Organisa- 
tion said. But the country faces politi- 
cal and economic barriers in the Euro- 
pean Economie Community, where its 
exports must pass both EEC trade 
rules and those of each country. 

As Taiwan's trade surplus with the 
US rises annually, the US grows in- 
creasingly unhappy. Taiwan has sent 
numerous buying missions to the US in 
response, but most of the purchases in- 
volved would have been made anyway. 
The US has been more pleased by 
Taiwan's slow lowering of its tariff 
barriers, though US officials continue 
to press for deeper and faster cuts. The 
current average tariff of 31% is to be 
cut to 27% in November, according to 
the Ministry of Finance. But many pro- 
ducts, particularly luxury items, carry 
tariffs in excess of 90%. 
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By Susumu Awanohara in Jakarta 


T and plywood are the most 
promising industries for Indonesia 
to develop to pursue its desire for in- 
creasing non-oil exports, as each has 
large surplus capacities after domestic 
needs are met. But both face difficul- 
ties in market access — textiles in the 
United States and plywood in Japan. 
Trade officials here feel they must 
counter restrictions against these pro- 
ducts to head off similar measures 
against other manufactured products 
in future. 

Since August, textiles have been the 
hottest issue in Indonesia-US trade re- 
lations — which had been peaceful, 
thanks to a trade surplus for Indonesia 
(US$3.7 billion in 1983) and substan- 
tial US purchases (more than 20%) of 
Indonesia s manufactured exports. 
But a sudden sharp rise — albeit from 
very low bases — in textiles and gar- 
ments imports from Indonesia in an 
election vear, resulted in a harsh re- 
sponse from Washington. 

The Americans fail to understand 
why the Indonesians are complaining. 
US imports of textiles and garments 
rose 366% during the first half of this 
year from the same period in 1983. In 
1982, Indonesia was the 22nd-largest 
supplier of textiles to the US; by the 
end of 1984 it could be among the top 
10. Washington has made calls for con- 
sultation on various textiles categories 
more readily than previously. Before 
August, Jakarta and Washington had 
agreed on quotas for three categories 
of textiles and clothing. In August, 
Washington wanted to talk about 10 
categories including some which had 
been carried over. Two were agreed on 
and eight are still under discussion. 
while many more categories are likely 
to become involved. 

Also, Washington now is investigat- 
ing a US textiles-industry allegation 
that Indonesia subsidises textiles ex- 
ports to the US. This is the first time an 
Indonesian industry has been sub- 
jected to such investigation. In its peti- 
tion for duties, the US firms cited, 
among other things, export certificates 
(which essentially exempt exporters 
from import duties on raw materials), 
preferential financing, tax holidays, 
counter-purchase requirements and 
free-trade zones as means of subsidy. 

While admitting that some of the 
practices itemised by the US (such as 
export certificates being a form of sub- 
sidy) are debatable, one Indonesian of- 
ficial says there is definite ill will on 
the Americans' part. In filing counter- 
vailing-duties petitions, the US Gov- 
ernment and industry picked countries 
iom so far, have npt саро the Sub-. 
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Very likely there 
uStralian product that suits 

requirements for produc 
maintenance or sen 


! Australia has a broad 
industrial base that 
produces a great range 
of manufactured goods. 
Included among these 
are plant and equipment 
designed to improve the 
efficiency and profit- 
ability of manufacturin 
industry. Materials 
andling equipment. 
Metal working machinery. 
Electrical equipment. _ 
Food processing machinery. 
Steam generating plant. 
Industrial clutches and 
tension control 
Carbon machine components. 
Industrial process and 
maintenance chemicals. 
Welding and soldering 
equipment. Tools and 
drills. Specialist. 
screens. Blast cleaning 
equipment. Storage 
systems. Press brakes 
and guillotines. 
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onesians are not so upset by the 
US rules of origin. which make it 
difficult to export to the US tex- 
sand garments which are only par- 
ly worked on in Indonesia. Some 
ials are quite sympathetic to the 
case, saying that abuse by strong, 
tablished exporters such as Hong- 














rd countries as export bases, should 
opped. 
_present, Indonesia has no prob- 






гаі in its policies — using. for 





ап products, and allowing quota 
rings" across textiles categories. 
ndonesia has had great difficulty 
apan. The Japanese claim their 
"ket is wide open, but that unlike 
multi-layered US textiles market, 
5 is a uniformly fussy, quality- 


Je 
V. 


Ls "most. of f which 


re ans 18 countries: The. mea- 
res ranged from volume quotas and 
asonal" ad valorem tariffs to 
salth-certification requirements. 


Ф of the amount generated by ex- 
orts facing such barriers in the coun- 
major markets. With the economy 
re need of funds to recover from its 
ent deep recession and service its 
25.6 billion of foreign debt, Phi- 





ably worried about the new wave 


United States; the country's top 
g partner, which buys 36% of its 


pan appears to be the most dif- 
ilt market to penetrate — with 37 
lippine export products having to 
ntend with about 10 protectionist 
easures. Despite this, these products 
rned US$578 million in 1983. The 
shad non-tariff measures that af- 
ted 21 Philippine export items 
hich earned US$125 million in 1983. 


non-tariff measures affected 





ig and Taiwan, taking advantage of 


mple, cumulative rules of origin on - 


Agricultural products account for 


jine trade officials are under- 


tectionist attitudes — especially 


n the European Economic Communi-.. 
26 | 

прріпе products which earned 
2 зіп 1983. л 
















ү теге 6% of the t 
Indonesia has many complaints, one | 


with Europe, which has been fairly | 
| lesser extent, the Americans each have 


| bu Tokyo's 













































| million in 1982 to US$745 million in 
.1983 and are still growing. But this 


profitable. Japan is the sixth-largest 
ucts but ittakes а 


ing guae ST 


Gatt contracting party, without neces- 


 CeSsions 


 dustries. Under this programme, its 








Ph vood isa greater bler | 
donesia-Japan trade relations. Having 
grown. too fast, the Indonesian indus- 
try is facing enormous marketing and 


financial problems (Review, 6 Sept.). 
Indonesian exports of wood products, 


mostly plywood, jumped from US$316. 





growth Has t jeen enough to keep 
proliferating plywood mills busy and 


market for these 








escalated J^ tariffs, 


“imports. Sec- 
ondly, Indonesians are irritated to see 
Japan “defying” their ban on log ex- 
ports and shift to wood processing, by 
continuing to buy logs from East Ma- 
laysia and Papua New Guinea. Indone- 
sian attempts at cartel-like arrange- 
ments with its neighbours are likely. 
But for now, Indonesia is concentrat- 
ing its attack on Tokyo's differential 
tariffs. 


The Philippines is pinning its hopes 
on several agreements under the aegis 
of the General Agreement on Tariffs 
and Trade to hurdle these trade bar- 
riers. The country has secured direct 
and indirect concessions from 11 major 
trading partners. These include 97 
tariff lines from the US, 22 from the 
EEC, eight from Canada and 12 from 
Finland, among others. From Japan, 
indirect concessions — granted as 


sarily having negotiated for such con- 
— - on 40 tariff lines also were 
won. 

But these concessions will not be 


enough, according to one Philippine 











official. He said local products almost | 


always run into some kind of protec- 
tionist wall as soon as they enter a 
country in substantial volume. Manila 


 eurrently is reviewing its stand on five 
| Gatt agreements on which it has de- 


layed making a firm decision since 
1980. It is now considering signing 
codes on technical barriers to trade, 
import-licence ` procedures, . govern- 
ment procurement, customs valuation 
and subsidies and countervailing 
duties. By signing up, it hopes to get 
favourable terms for its exports from 
other countries that have done the 
same. 

While seeking tariff concessions 
from its markets, the Philippines also | 
has undertaken a tariff-reform pro- | 
gramme that would lower the effective | 
protection rates it gives to its own in- 





е rates should. Aver rage 
5% by 1985. | : 
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By James Clad in Kuala Lumpur 
үү its highly trade-dependent 

W economy, Malaysia normally 
keeps close watch on protectionist 
trends in its major markets — Japan, 
the United States and the European 
Economic Community, in that order. 
But the tone of politicians’ comments 
has become more strident in recent 
months. | 

The Japanese, the British and, to a 





received public criticism for their avi- 
ation, textiles or commodity import 
policies. Malaysia, however, has been 
quietly implementing a few protec- 
tionist measures of its own, most nota- 
bly affecting cement imports (REVIEW, 
19 July). 

In his September address to the 
Commonwealth finance ministers’ 
meeting in Toronto, newly appointed 
Finance Minister Daim Zainuddin 
used strong language. “Basic economic 
principles have been distorted,” he 
said, “and rules have been changed or 
modified to enable [Western countries] 
to perpetuate their dominance of the 
world economy.’ 

As diversification of export products 
and markets continues, Kuala Lum- 
pur's trade negotiators have come up 
against a wider range of what the In- 
ternational Monetary Fund in July de- 
scribed as “the trend towards in- 
creased reliance on quantitative con- 
trols and quotas in industrial coun- 
tries.” These include possibly higher 
EEC duties on vegetable oil (REVIEW, 
13 Oct. '83), recent US textiles quotas 
hitting Asian producers and air-trans- 
port decisions by Japan and Britain 
that have collided- with Malaysian 
Airline System's expansion plans 
(REVIEW, 4 Oct.) | 

Many Malaysian exports face few 
barriers, especially such big earners as 
electronic components, petroleum and 
natural gas. But -protectionist pres- 
sures are hindering Malaysia's com- 
parative ne ir other products. 









| sia’ 5 two-way tade i is expect- 
WE ed to reach M$71.9 billion (US$29.8 
billion) in 1984. Of this, trade with 
Japan will account for 1911. 7 praem. 
Tariffs of up to 30° : 


textiles and сапа 
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Ө offers doo mum for First Class passengers. Plus the ЕА 


Qantas Business Class (now with adjustable leg rests). 
Plus the friendliest Economy service in the sky. 

So step aboard. There's only one‘way to fly to Australia. 
And that's with the Australian airline. 


QANTAS 


THE AUSTRALIAN AIRLINE 
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Erenzied : (ЕК ЇЇ i ng in the business "sfr d near the Furama 


The new Furama opens the 


doorway to downtown Singapore 


Now open, the Furama lets you book your clients into the heart of 
downtown Singapore. Into comfort and style and impeccable 
service. Service that begins with the doorman s smile . ..and never 
ends 
amazingly convenient. . 
In the central business district, just a tree-shaded stroll from City 
Hall, Raffles Place and the whole downtown area. Ideal for business 
and meetings 

And ideal for shopping — Peoples’ Park is over the pedestrian 
bndge that leads off the lobby 

Or eating. Or sightseeing: the old shophouses, the temples, 
the hawkers — all the bustle and colour of Chinatown is on the 
doorstep of the Furama 
impeccable service . 
354 superbly appointed rooms, eighteen suites, three restaurants, а 
secluded pool overlooking the trees, complete conference and 
business facilities — everything you could ask for is here 


the doorway to downtown Singapore 


FURAMA SINGAPORE HOTEL 
10 Eu Tong Sen Street, Singapore 0105 
Telex: RS 28592 Furama Tel: 533 3888 








WWF Kojo Tanaka BCI 


` [he 
Giant Panda 
needs your help 
to survive 


QNS every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF , led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 


conservation efforts to save life on earth. 


But WWF needs money — your money. 
Please send contributions to the WWF 
National Organisation in your country or direct to; 


WWF International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Келей 
Advertisement prepared as a public service by Ogilvy & Mather 





Water, water, every where... 


Drinking water is a vital commodity in short supply 
throughout many regions of the world. Yet a vast reser- 
voir exists in the form of sea-water, which covers 70.8% 
of our planet's surface. If just 1% of the oceans were 
desalinated and purified, man's thirst would be quenched 
for the next 1,000 years. 


That's why Krupp has developed cost-effective flash- 
evaporation and reverse osmosis processes. Krupp-built 
desalination plants have been in service for many years, 
producing potable water for drought-prone areas. 
Another pacesetting Krupp technology. 


P 





Engaged in industrial plant design and construction 
electronics, mechanical engineering, steel, shipbuilding and 
international trade, Krupp offers innovative technology 
and engineering worldwide that can stimulate the thirst 
for future growth. 

We invite you to drink from our cup. 


For further information please write to: 
Fried. Krupp GmbH, StA VE/W, 
Altendorfer Straße 103, D-4300 Essen 1. 


Krupp. A tradition of progress. 


© KRUPP 
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WestLB Asia Ltd 

ВА Tower, 36th Floor 

12 Harcourt Road 

Hong Kong 

Telephone: 5-8420 288 
Telex 75142 HX 


The greater the challenge, the more we excel. 


WestLB, as one of Ger- 
many's top three inter- 
national banks, has built a 
reputation as a wholesale 
bank with vast resources 
and a proven ability to move 


fast with professional and 
innovative style 
WestLB has not only the 


necessary worldwide facili- 


ties but also the necessary 
experience resulting from 
its traditional links to Ger- 
many's efficient export in- 
dustries. 


For your next project 
financing venture, talk first 
to WestLB, Germany's fore- 
most wholesale financing 
institution 


Westdeutsche Landesbank 


A strong force in wholesale banking 


‘protectionist move: Malaysia’: 
ed M$74 million trade surplus with 
EEC countries this year depends on 
sales of palm oil and other items (tex- 
tiles, plywood and footwear) which 
also face barriers. For the past 12 
months, EEC countries have taken 
26% of Malaysia’s palm-oil exports. 
But a mooted trebling of the levy on 
crude palm oil, to accompany the entry 
of Spain and Portugal into the commu- 
nity, has the industry very worried. 
Malaysia is not above protecting its 
own industries, as the imposition of a 
90% surcharge on imported cement in 
July showed. In its 19 October budget, 
the government raised import duties 
on completely knocked-down car kits 
as well as foreign-assembled cars, 
showing the government's determina- 
tion to guarantee the success of the 
controversial made-in-Malaysia car. It 
also increased duties on imported 
tyres, while reducing electricity 
charges — moves that will protect the 
local rubber-manufacturing industry. 
The government also lifted duties on 
plywood imports to shelter local 
manufacturers from cheaper Indone- 
sian competition. п 


EB ТНА АМО ЖЕШИНЕ 


The exporters 
fight back 


By Paisal Sricharatchanya 


in Bangkok 


{ бусаи private sector has begun 
to take more of the initiative in 
fighting Western protectionism, rather 
than leaving it to the government. In 
the first industry-initiated action, ear- 
lier this year, Thai tuna exporters — 
backed by the government and their 
industry counterparts in Japan, 
Taiwan and the Philippines — de- 
feated attempts to raise tuna-import 
tariffs in the United States. 

Although the Thai tuna industry is 
relatively new, it has become an in- 
creasingly important Ѓогеірп-ех- 
change earner in recent years. Industry 
sources estimated that exports in 1983 
topped Baht 3 billion (US$130 mil- 
lion). Another substantial jump this 
year will make Thailand the world’s 
largest exporter; Surpassing Japan and 
the Philippines. 

As a result of legal argument and 
intense lobbying by Thailand, the 
US International Trade Commission 
rejected in June a complaint by the 
domestic tuna industry that would 
have raised tariffs on tuna imports 
substantially. In mid-September, the 
US Senate rejected a proposed amend- 
ment to a trade-preference-program- 
me bill for developing countries which 
would have had the same effect. 

These victories ‘represent a signifi- 
cant step forward in Thailand's over- 
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seas marketing strategy. As one 
Bangkok industry source put it: "As 
far as lobbying [for support among 
politicians in foreign countries] is con- 
cerned, we are certainly nowhere near 
the scope or capability of major ex- 
porting nations such as Japan or South 
Korea. But this is the first step in the 
right direction." 

But as Bangkok laments protec- 
tionism elsewhere, a series of actions in 
recent weeks suggest that Thailand it- 
self is adopting a more protectionist 
posture. As a senior government econo- 
mic planner said: “Since other coun- 
tries are doing it, there is no reason why 
Thailand should not follow suit.” 

The government has just doubled 
surcharges on imports of luxury goods 
ranging from cosmetics and jewellery 
to electronic appliances and car parts. 
Import duties on textiles, cement and 
glass also were raised to protect local 
industries (REVIEW, 25 Oct.). It is be- 
lieved that new rules will be an- 
nounced soon requiring importers of 
milk products to seek prior govern- 
ment approval — a non-tariff barrier 
which would amount to an effective 
import ban. 

Thailand is facing increasingly rigid 
trade barriers in Western Europe, par- 
ticularly on marine products. In April 
1984, Italy banned the import of Thai 
frozen squid and cuttlefish on grounds 
that they contained biotoxins — a 
charge denied by the Thais. It was only 
after months of tough negotiations — 
during which the Thai Government 
exerted strong diplomatic pressure — 
that the ban was temporarily lifted. 
Rome has demanded that Thai export- 
ers comply with various new regula- 
tions, such as thorough testing and 
specification of their catch location, 
before it lifts the ban permanently. 

Most analysts here see Japanese 
trade restraints in a different context 
requiring a more political approach. 
Unlike the US, traditionally an open 
market which has only recently begun 
to turn protectionist, Japan is gener- 
ally regarded as a closed market with 
various forms of built-in trade barriers. 
Although taking on a more mature form 
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in recent years, 
anti-Japanese sen- 
timents are still 
much in evidence 
here as the trade 
imbalance con- 
tinues to widen 
sharply in Japan's 
favour rising 
from US$333 mil- 
lion in 1973 to 
US$1.6 billion in 
1983. 

A high-level Ja- 
panese delegation, 
led by Minister of 
International Trade 
and Industry Hiko- 
saburo Okonogi, vi- 
| sited Bangkok in 
late July, but talks 
with senior Thai officials produced no 
concrete results. Thailand demanded 
liberalisation of Japanese import bar- 
riers and increased Japanese purchase 
of Thai products — but Japan was non- 
committal (REVIEW, 16 Aug.). A special 
committee was recently set up, chaired 
by Deputy Prime Minister Pichai Rat- 
takul, to review completely all econo- 
mic relations with Japan. Bhichai is to 
visit Tokyo in late December. п 


EN HONGKONG ташны 


Braced for a 
mounting wave 


By Emily Lau in Hongkong 


Tie manufacturers in Hongkong 
are bracing themselves against the 
growing wave of protectionism in the 
United States. About US$125 million 
worth of textiles products is believed 
to be affected by new US country-of- 
origin regulations. The Hongkong 
Government and manufacturers are 
agreed that if the US does not reverse 
its decision, the impact on the textiles 
industry could be devastating 

Of Hongkong's total exports, 40% 
are textiles and garments, of which 
40% go to the US. In 1983, Hongkong 
exported US$1.81 billion worth of pro- 
ducts to the US under the Multi-Fibre 
Arrangement (MFA), an amount which 
represented 14% of theterritory's total 
domestic exports. Of these, US$259 
million was accounted for by knitwear 

-a high-risk item under the new regu- 
lations. These changes are a big blow to 
the textiles industry, which recorded 
huge profits in 1983, mainly owing to 
the US economic recovery. A number 
of textiles concerns reported profit in- 
creases of more than 100%. Apart from 
the financial loss, at least 34,700 jobs 
are directly under threat, along with 
others in related industries. Already, 
manufacturers have lost US orders for 
the first half of 1985 

The Hongkong. Trade Department 
and industry representatives are lob- 
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Hong Kong committee of the Hongkong Knitwear 
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EFarEastern UE Jae Mit 


The Far Eastern Economic 
Review is now publishing 
a quarterly index which 
details by country and 
date everything that has 
appeared in the Review. 
The index is available on a 
quarterly basis. Subscribe 
now and each quarterly 
index will be sent to 
you automatically as soon 
as it becomes available. A 
vital research tool, the 
Review index will save 
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bving hard in an effort to persuade the 
US Government that it cannot change 
bilateral agreements unilaterally and 
nullify or infringe on existing rules 
under the MFA. Director of Trade 
Hamish Macleod said he would like to 
see the textiles industry set up its own 
lobby in Washington. But Hongkong's 
present concern is to reverse the new 
rules, which cover the definition of ori- 
gin and documentation in support of 
that claim. 

At a meeting of the Textiles Commit- 
tee of the General Agreement on 
Tariffs and Trade in Geneva in Sep- 
tember, all 50 members except the US 
called for withdrawal or a delay in the 
rules to allow for further consultation. 
Again, the US refused to budge. But 
since then the US has agreed to move 
back the date of implementation until 
1 November. Textiles manufacturer 
and government industrial adviser 
Stephen Cheong said the US decision 
is "totally inconsistent and illogical." 
He said top US officials have underes- 
timated the ramifications of the regu- 
lations on normal legal conduct of tex- 
tiles trade. 











The US Consulate described the tex- 
tiles manufacturers' violent reactions 
to the regulations as "intemperate and 
ill-considered.” It also pointed out that 
the US buys almost 45% of all Hong- 
kong exports. The US is unmistakably 
Hongkong's biggest trading partner. 
The value of domestic exports to the 
US, at HK$40.25 billion (US$5.16 bil- 
lion) in the first eight months of this 
year, was 54% higher than in the same 
1983 period. Such figures, the US Con- 
sulate said, prove the US has the most 
open economy of all developed coun- 
tries. 

The Trade Department agrees the 
US has always had an open-market 
policy, except in the case of textiles. 
Macleod said Hongkong still is uncom- 
fortably dependent on textiles and 
clothing exports, but stressed it has 
come a long way towards diversifying. 
In 1973, Macleod said, textiles pro- 
ducts comprised 50% of Hongkong's 
domestic exports. A decade later, this 
was reduced to 40%. In the same 
period, domestic exports of electronic 
goods, toys, clocks and , watches 
climbed from 23% to 39%. 

But despite diversification, the tex- 
tiles industry remains the mainstay of 
Hongkong's economy. Because of this, 
every effort will have to be made to 
guarantee its survival. One possible 
way around the new rules of origin is to 
repatriate the knitting industry, which 
was transferred to neighbouring 
Guangdong province in China more 
than a decade ago to take advantage of 
the cheaper labour. But several in the 
industry say this is not a practical pos- 
sibility. 
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Few taboos, 
few problems 


By Lincoln Kaye in Singapore 


he United States has overtaken 
Peninsular Malaysia as Singa- 
pore's top trading partner, accounting 
for more than 15% of the republic's 
US$50 billion total two-way trade in 
1983. But US protectionist sanctions 
have yet to be felt here as sharply as 
they have in other parts of the region. 
Part of thereason is that the items most 
vulnerable to protectionism figure 
hardly at all in Singapore's exports to 
the US. 
Steel output is virtually nil and 
heavy manufactures are negligible. 
The most promising items in Singa- 








pore's burgeoning US trade seem to be 
component parts of consumer electron- 
ic products and computers — goods 
against which the US has not yet 
erected barriers. Even in the textiles 
trade, Singapore garment makers have 
been pitching their product line up- 
market in the US, avoiding the harsh 
effect of volume quotas. 

One problem area is the question of 
piracy and copyright protection for US 
products. Singaporean officials in May 
had little assurance to offer in this area 
to a US Government and industry de- 
legation. The Americans left vowing to 
penalise the republic with a reduction 
in its quotas under the generalised sys- 
tem of preferences, through which it 
now ships 5% of its exports. The threat 
apparently held enough force to elicit 
government promises to enforce inter- 
national-copyright codes by 1985. p 
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ary. Authority 
the Jardine Flem n ng 
shed little light. 1 

regulators’. abi е uris  unpre- 
cedented, expulsion. of пе. well- -con- 
“nected international 








fi al correspondence between it- 
self and JFS hardly answer the 
question. Foreign bankers in Singa- 
“pore remain as perturbed as eve 
| about the scanty documentation: of 
‘the MAS indictment, the seemingly 
_ disproportionate severity of the pen- 
_ alty.and the timing of the move some 
опе to three years after the alleged of- 
` fenses. The MAS' charges (REVIEW, 18 
Oet;) essentially are unchanged: that 
_JFS had granted “clean credit" to its 


-to be acquired by Singapore Land, 
‚ апа had over-rated Straits Steam- 


state-controlled Keppel Shipyard. 
.Factually, the latest spate of MAS- 
released documents had little to add 
fo the authority's original version of 
‚ events. — aside from marginal ela- 


tonot just. one but several of its direc- 
a tors. The suspect ship valuations are 
a supposed to have been made without 
a physical inspection of the vessels. 
The exaggerated profit forecasts 
were supposed particularly to have 
. overestimated the performance of 
` two of Straits шир s divisions 
„=z oilfield services 







0 
, to address ther major points raised by 
. JFS’ defenders. and rehashed, yet 
, again, in therecently released letters: 
{> The purported directors’ credits 
„меге standby. lines for speculative 
‚ purchases. оѓ new share issues — ar- 


. guably not doans at all, let alone un- | 


„y Secured: advances. And these credit 

© lines had shareholders’, approval (al- 

гррей retroactively), as.then required 
гру Singapore s. Com. panies. Act. 

y>. When first. appraised, by the MAS 

£ ‘of alleged. weaknesses in its credit- 

„апа securities-agency, controls, JFS 

p had its auditorszevamp the offending 












n „system along;the, p тірей lines and 
-~ has regularly reyiewed the controls. 
{> The Py; yaluatio ons һу. well- 


+-known уай ers ascerded. with stand- 
пага indust Ун prac 

pection ds. neither customary nor 
acticable wl вре аге at sea. 






ће МАЅ' release tabe = of con- | 


сее, shad blindly accepted in- 
.flated. outside valuations of five ships - 


-ship Co. as a takeover tar get for the. 


_boration, For instance, JFS is sup- | 
posed to have made unsecured loans | 
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that Singapore's only quoted ship- 
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a fue 1983. docent Which - 
bank now, stresses was always. 
scribed as an "aide memoire" rath 
than a formal advisory. | 

In it, JFS warned Keppel that 
Steamers’ shares, then at their peak 
trading price, were overvalued due to 
takeover rumours, while Keppel's 
own shares were under 'alued; that 
the target company's underlying 
business mix hardly. fitted in with 
Keppels own diversification aims; 
that the acquisition would place 4 
great strain on the parent company s 
balance-sheet and reduce earnings 
and assets per ‘share; that the require- 
ment to extend а general share offer 


could saddle Keppel with more than 





the 58% stake it meant to acquire | 


from OTT; that there was scant pros- 
pect of a counter offer and OTT was 
under pressure to sell to improve its 
own balance-sheet; and that pros- 
pects were bleak for the property and 





ers' assets were. concentrated, noting 


ping company, state-owne d Neptune 
Orient Lines, was greatly overpriced. 
These reservations came more than 
two months before the release of 
Steamers.. | interim results, 
if ye market with an 
80% falli in half- -timeprofits. Yet ever 
after this x ug 
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lion. Yet the very exclusivity o! 
communications, on which 
the case turns, highlights the me 
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Keng Swee, That is how we are ne 
treated. t8 the specta M P E 
Matheson’ ta ipan Simon 
wistfully voicing his "strong 
[to]... enjoy good relationships w with 
MAS" and offering to scurry 
down to Singapore for a meetin 
Goh S buddir s oniv Hr o bet: ld tha 
chairman finds JES re presentations | 
"tiresome and unconvinc ing." 
Such a маё dy а. У 
might well give ДЕ 
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tions are widely viewed. locally ; 
ploy fo forestall such an apy 
Perhaps Jardines (which has nearly 
dozen affiliates in Singapore ranging 
from shipping to insurance t 
would just as soon lick its woun 
and let t he matter drop 

But for London merchant banker 
Robert FI leming, а OWIDnS 
other 50% of the JFS joint venture, 
reputation in the f financial world i 
far more crucial asset. And, 
J d is s not 
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- SCMP Mail Order Bookshop brings to the busy executive, investor, an 
` money market professional a selection of invaluable business referenc 
. volumes. Each book is designed to give you the kind of information you nee 


ssent al Management Handbooks From Dow Jones Irwin Required Reading For Investors And M 
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432. Money Market Calculations ^ 
Yields, Break-Evens And Arbitrage: 
Without the use of a computer, 
hundreds of calculations for 
determining the tree yield of 
money market instrumenta under 
varying conditions can be done, 
and this books shows. how, 
Formula's for yield, total return; 
market valuation, accounting 
valuation, expected rate of return, 
yield on daily compounding basis 
and much, much more are 


included, 429 pp. US$40.00 


433. Modern Portfolio The 
in a unique blend of the ac: 
and practitioner s points of 
this volume provides the po 
manager and the individua: 
investor with current state: 
art concepts and applicatio 
толеу management. The € 
are clearly stated with diag 
and graphs to. support and : 
the explanations. Supplem 
provide mathematical deta 


pp. US$58.00 | 











198. The Managerial and Cost 
Accountant's Handbook 

A handbook that provides practical 
guidance for solving a wide variety of 
managerial and cost accounting 
problems of modern business | 
enterprises. includes: background and 
concepts, use of information, 
organisation and control systems, 
emerging trends and much more! 1297 


рр. US$62.00 


MIT sh 197. Lavestment Manager's Handbook 
96. The Controller's Handbook | f Acreference that is a single 

\ volume that offers thorough -| comprehensive guide to developing 
coverage of the expanding position of | | portfolios that will most benefit vour 
he controller in today s corporation. cheats and yourself. The 41 

fchides sections on the role of contributors to the book represent à 
controllership; cost systems, financial | | blue-ribbon group of top investment 
alysis; financial responsibility and ` professionals, and the information is 
planning. budgeting and performance | | accurate, innovative and practical, 
analysis. 1253 pp. 05962.00. 1037 pp. US$62.00 
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1092, The International Banking v : 
Handbook — лс 

A one-of-a-kind sourcebook of 101. The Treasurer's Handbook 

today's radically new The Treasurer's Handbook will 
international banking scene. Н provide you with an almost 

provides clear and complete inexhaustible source of ideas which you 
presentation of thé Eurocurrency | can apply 1o-both day-to-day work as 
markets, the role ofthe — i | well asto even more important 
international banker, marketing dem ا‎ 
алана OEE анга function of long-term planning. For 
inlernational services, the future dox Ape ot 6 do Cather Caen 
of international banking and those why wish to do fart er research 
much more. Get an insiders view on any particular subject, the editors 
of current issues in international have included a compilation of 
banking and how they affect references which enlarge on the 

world business. 853 pp. coverage in the book. 1210 pages. 
05558.00 05862.00 


440. Foreign investment In 
States Real Estate 

H you are a non-citizen coi 
investing in US property o: 
person who wants to meet: 
foreign investor's needs, th 
will save you time, trouble 
money, This comprehensiv 
follows the investment pro 
from the buyer's view poin 
deals with the special prob 
anonymity, currency contr 
property management, foi 
ventures etc. 653 pp. USN 







813, The Sales Manager's Book of 
Marketing Planning 

A complete, concise and practical guide 
for decision-making executives who 
need a better understanding of the 
market environment in which they 
operate. Includes target marketing. 
distribution planning, price planning, 
sales and advertising plans and much 
more. 244 рр. US$34.00 





















i: 199. Handbook of Financial Markets 
CI dmended for hothiexperienced and. 
[novice investors, the "Hand3ook of 
Financial Markets" covers iastrument 
!domechanies, market regulations and 
müch more in a comprehensive yel 
readable form, Required reading for 
intelligent portfolio management. 794 
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202. The Modern Accountant's 


The Modern Accountant's Handbook is 
n accurate, up-to- date reference 
hich covers current accounting ` 
acticc. The sixty- five contributing 
is have been involved extensively 
ing.their companies —— 
icies. They deal with 
oped and 
ideas that 














203. The Bankers’ Handbook 
Covers every topic of importance ta the 
practising banker and the businessman 
who uses the services of a bank. Hs 87. | 
Chapters place the money knowledge of 
90 af the country s leading bankers at 
the fingertips of bankers and 
businessman alike, in Concise, 
analytical style. Easy 10 use to help the 
businessman determine the best 
methods for improving the handiing of 
his own banking. 1191 PD. [15562400 


744. The Real Estate Handbook — | 
A standard work for the real-estate | |. E 
profession. This book providesa . | | 814. The Money Market - 
wealth of information for anyone. . | | As up-to-the-minute volume 
seriously considering real estate ОС | | reviews the many crucial dev 
as an investment. The book covers in the money market since 1$ 
every aspect of buying and selling : Covers the evolution of Fed j 
real estate, including contracts law; | |. 

| value analysis, property income, 
property managernent, finan 
much more, t,186 pp 





204. Financial Executive's Handbook 
A compact, authoritative source of 
information on every aspect of finance. 
The 73 authors, each a icading 
corporate executive and an export in his | 
field. cover areas such as management 
control, capital management, 
accounting. mergers and acquisitions, 
| systems analysis, asset management, 


etc. 1264 pp. US$62.00 
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teater ve y 5 ы ud price 






435, Interest Rate Futures 
Written for anyone rofessionally ` 
or privately engaged in finance ane. 
investments — or whois interested o 
in learning more about them. . 
Bankers, portfolio managers and 
corporate financial officers will 
relate 10 the sections an hedging 
against merest rate risks. 
Individual investors wil fine 
alternate strategies.to fit both. 
conservative and speculative 


objectives. 413 pp. US$37.00 


«Foreign Exchange Futures 
First book to describe in detail 
operations af the foreign 

hange futures market! Н 

lains how some traders employ 
псу futures to limit their 

ign exchange risks and how 

irs ase them for arbitrage and 
"ulauon. Any individual who 

s forcign-made goods or works 
tmultinational corporation will 
this book an indispensable 

le. 317 pp. US$37.00 
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| 37. The Dow Jones-IErwin Guide 
To Commodities Trading 

| A valuable reference that starts 
with 2 general overview of the 
market, and continues with 

| analysis af commodity price factors 
| which determine cash price and the. 
| spetibie facts and trading systems 
that the trader will be dealing with. 
S pp. US$40,00 


eared to the инеп 


436, Managing Bank Assets e 
. to visis сапа anal 


Liabilities 
A book that explains in detail i TOS 
bankers can prudently seek to 
ximize profits within the 
constraints imposed by liquidi y 
and interest rate risk and Бу 
capita! adequacy, A crucially 
important management area! 429 
рр. 05944.00 
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Analysis And Appraisal OF Closely 
Held Ci ны 
The essential book for any person 
who needs to know the value of a 
closely held corporation or un- 
corporated business. Beginning 
with the fundamentals of 
valuation, the book presents both 
theoretical principles and generally 
accepted practices. Methods аге. 
наре н) б, 
corporations, general and limited 
partnerships and sote 
 proprietorships. 410 pp. 09862.00 

































The bottom line in any 
operation depends onsuccess 
in one area — its sales. Those 
sales, as well as company's 
position in the market-place, 
depend upon "is boo ment of 
its sales force, This book isa 
definitive work covering 
virtually every area of concern 
pete by every sales manager 
tential sales manager. 
Fu ly indexed. 522 pp. 05570200 




















424. Corporate Information 
Systems Manapement 

A volume that addresses the issues 
of strategic planning in the design, 
implementation, and control of 
large-scale information systems. 
Focusing on the entire information 
system function in a corporation, H 
blends the management of IS 
technology with the role of general 


manager 211 в 05524.00 


of Fhe! far 


Te Concept Of Corporate 














rs in depth the four major 
ions of the chief executive 1/ 
ing the attainment of planned 
Is in the present 2/ producing 
technical achievement and 

in satisfactions 3/ making a 
itive personal contribution 4/ 
ing policy affecting the | 
e180 pp. CUN. 



































hud management 
volume shows how anvone i 
aspires tn leadership can master 
vermuniny. 233 pp. КУ UG 
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The Dow Jones Averages 
-1980 

magnificent volume isan — 
ute must for brokers, bankers: 
analysts, market researchers | 
tudents of the market. Iris 

му complete source for alt the . 

Jones daily averages at the 

of each trading day from | ` 
- 1980. A chronological history. 




















A vast compendium of information: 
of interest to businessmen and 
investors. The major focus is on 
information for investment 
decisions. Includes major stock 
market averages, pricc-earning 
ratios, review of major futures 

markets, charts for future . traded 

commodities, mutual funds 

performance, price performance of 

collectibles. Vased EE DA s index} and 
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Emily Lau in Hongkong 


he first Hongkong bank to change 
anes sd dE: a the s 


appears 
rhe 88". of HCB 







ion USS 38.5 5 alin). 
group consists of Mochtar Riady, 
the Stephens Group, and Liem. Sioe 
g. Both а are к ominent Indonesian 
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round ИККО million. OTBi is be- 
ved to have originally asked for 
rethan HK$500 million. 

is not yet known whether Liem, 
controls First Pacific Interna- 
| (ЕРІ), a Hongkong-based trad- 
ng and finance company. would buy 








the sectors of the Philippine 
Ў economy which has been hardest 
tby the country's foreign-exchange 
ought is trade. Total trade in the first 
ht months of 1984 was down 9.8% 
imports fell by almost 20%. This 
eant shortages of raw materials for 
папу industries, with factories forced 
o close and people thrown out of work. 
With the successful conclusion of 
egotiations with the International 
Tonetary Fund for a new standby 
dit facility, Philippine officials hope 
ide flows will soon return to normal. 
he shortage of foreign exchange 
sant a shortage of imports, causing 
ncern among the country's economic 
mers. Of total imports of US$3.99 
illion in the January-August period, 
apital goods comprised only 17.676, 
ompared to 22.5% in the same period 
n 1983. In value terms, capital-goods 
mports fell 37% to US$700 million. 
Imports of raw materials, on the other 
hand, were down only 11.4% to 
‘US$1.76 billion. 
. Exports maintained their growth, 
and at the end of August, total exports 
. were up 5.3% to US$3.49 billion. The 
-< best performers have been semicon- 
LL and garments (amo 
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the HCB shares through FPI or under 
his own name, but the stake would be 
between 20-30%. Riady and the 
Stephens Group would buy the rest. 

FPI is one of three publicly quoted 
companies in Hongkong Controlled by 


-the Liem Investors, a group which first 


entered Hongkong in 1972. The group 
includes members of the Liem family 


and close business associates, includ- | 


ing Riady, who is chairman of 
Stephens Finance. the g group's Hong- 
kong deposit-taking company. 

Liem, whose Indonesian name is 


Soedono Salim, controls one of In- | 


donesia's largest industrial and com- 
mercial conglomerates. 

The 88%, stake in HCB, which OTB 
acquired in 1981.for HK$433 million, 
has been on the market for at least the 
past two years. The minority 12% 
holding is in the hands of Sir Sik-nin 
Chau and his family, who previously 
controlled HCB. The bank has nine 


branches in Hongkong as well as a de- 


ECONOMIC MONITOR IINE 
іп the doldrums 


oo s non- -traditional exports) and 


coconut products (among traditional 
exports). 
To speed the normalisation of trade, 


the rescheduling package sought with 


the Philippines’ 483 creditor banks in- 
cluded the re-opening of a trade facil- 
ity estimated at US$3 billion. The cen- 
tral bank on 12 October unveiled a set 
of new measures, including the float- 
ing of the peso, so that local commer- 
cial banks may again be able to open 


import letters of credit (LCs). But | 


banks said that a new limit - 
on the amount of foreign ex- 
change they can hold under. 
the central bank rules is effec- 
tively preventing them from 
opening LCs. 

While the central bank al- 
















| lows banks to hold foreign ех- | March 
change up to 10% of outstand- тА 
ing LCs, their correspondent | June 
banks will not confirm these b 
LCs unless 100% of the amount opust 
E | | т September | 
of the letter is confirmed. The October . 
central bank rule was meant November | 
. December: 


to avert speculation in foreign — 
exchange by the banks, which, 

under its rules, must sell оп 
the [ло ‘exchange п market p 


Liem: consortium bid. 


(USS millions 


January 
February 









posit-taking company. Book net assets 
at 30 June were HK$193 million and 
total assets, excluding contra items, 
HK$811 million. 

But HCB has a poor recent prof it re- 
cord. After-tax published earnings in 
the vear ended 30 June were only 


| HK$8.7 million, representing the sec- 
ond decline in succession. Thus. on the 


face of things, HK$300 million looks a 
very high price. It is 38 times last year’s 


attributable earnings per share and 19 


times its earnings peak two vears ago. 
It represents a premium of 70% over 
book net asset value. 





amounts in excess of the prescribed 
limit. 

Since the moratorium on. foreign- 
debt repayments called by the Philip- 
pines on 17 October 1983, commercial 
banks have been able to open only pre- 
paid LCs. Importers had to get their 
dollars from the black market because 
banks were required to surrender all 
foreign exchange to the central bank, 
which then allocated the funds to 
priority imports. The foreign-ex- 
change turn-in requirement was re- 
duced to 80% in June 1984. 

The confusion over the central bank 
rule has been dwarfed by public indig- 
nation over the many new tax i mea- 
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ing a y substant sing eee Bain 
sheet. С nd-June were only 







yî net assets. 


original acquisi- 


lion was made w т shares valued at 


HK$6.50. when the Hongkong market - 


was close to its peak. OTB shares are 


now around HK$2.90. So if it now gets | 


all or part cash, it should have little to 

. complain about. | 
The sale represents a further slim- 
ming and rationalisation of the 
sprawling empire created by Chang 
Ming Thien. founder of OTB, which 
has taken place since his death in 1982. 
This period has also seen the col- 
lapse of certain companies controlled 


by former associates, The HCB board 


currently consists of several key indi- 


viduals from the OTB empire. includ- 
ing family members Patrick Chang and 


Thanee Boromratanadhon. Tan Sri 
Gan Teck Yeow (chairman of HCB) 
and Leo Lee Tung-hai of Tung Tai Fi- 
nance. The managing director, John 
Chan Kai-lam, quit in Julv. a 











sures imposed by the government from 
15 October as part of the revenue-rais- 
ing scheme required by the IMF in 
agreeing tothe standby credit for Màn- 
ila (REVIEW, 18 Oct.). A new tax on 
petroleum products that pushed these 
prices up an average of 12.7% has 
again fuelled jeepney drivers’ anger 
over rising costs of operations. 
It is expected that the floating of the 
peso and the new taxes that will bloat 
operating costs will push up the infla- 





more than 60% on an annualised basis 
=~ by another five to 10 percentage 
Boinis. This means the government's 
anti-inflation scheme of keeping in- 
terest rates high (via high-yielding 
с entral-bank. .debt instruments) will 
remain in effect for some time yet. 

. The central bank has been issuing 
these instruments at annual interest 
rates of around 35%. Bankers and 











economists say the instruments have - 


been diverting funds away from pro- 
ductive enterprises — which these 


days do not offer attractive yields any- 


way. The Securities and Exchange 
Commission has reported that invest- 
ments in new private business ventures 
fell 35% to P823 million (US$41 mil- 
lion) in the firs eight months of this 














-I Merton Bank of East Aii 


June. 
s, and fixed assets 


“said pre-tax profits rose to £39. 2 mil- : 


| show a book loss || lion (US$47.4 million) from 


g 
$ interest contribution to £20. 


| crops such as cocoa, coffee and tea 


| contributing £6.2 million and general 


| Circuits loaded 


| Higher local corporate taxes and dif- 
| шч Кер 


phone and computer-pr ‘oducts maker 





| HK$106.1 million (US$13.6 million). 


| nical regulations. It said „sales of 


| prone) in коко early in 1985, 


Striking it ri cl ner 


| Better gold and silver sales were be- 


` rose slightly less — 44.9% to P31.82 
| milione | 


better. Just the same, the company 


ear. The number of new enterprises | postponed 


g: d in the prriod shran by2395,- 















Higher ка ой prices boosted pro- 
fits for London-based Harrisons and 
Crosfield in the half-year ended 30 
The plantation, chemicals, 
timber and general-trading group 















million in 1983. Plantation: 
lished themselves as the. а 
centre, more than trebling : 








— mainly owing to, higher pë Im-oil 
priees. . 

Other factors boosting plantation 
profits were higher yields in certain 
areas, such as rubber in Indonesia 
and income from further equity in- 
vestment in other plantation com- 
panies. Prices for some of the minor 
































China remains ar 
men around the warid. Y 
why they have a difficult time as 
ing China's potential as a rmi 
for their products. m 
Yet, for. 20 years, the CHI 
TRADE REPORT has helped Ch 
Traders eliminate most of the qi ess 
work in doing business with thi: 
en igmatic qx country; and helped boost 
their profit opportunities, 
This authoritative journal cor 
packed with information and stati 
tics on China — every month, It 
indexes dates, significant develo 
ments and ¢ contracts; supp ES 
indicators and up-to-date assessments. 
of China's fluid trade relations. 
An annual subscriptio: > the — 
CHINA TRADE REPORT is ^ 
investment that Y well pay h bett ter 


were also good. Among the other di- 
visions, chemicals and industrial ac- 
tivities contributed £10.1 million, 
with timber and building supplies 




















trading £4.2 million. ' 
— JAMES BARTHOLOMEW 
















ficult conditions in the United States 
'r-tax profits below 
Hongkong tele- 
































Elec & Eltek. But the company still 
reported. a 165%. gain in consolidated 
profit in the ended 30 June, to 













Turnover was 64% higher at 
HK$547.2 million. The company, 
listed on Hongkong exchanges earlier 
this year, said its main market prob- 
lem involved. cordless-telephone 
sales following a change in US tech- 






















printed circuit boards were particu- 
larly strong. The company also plans 
to begin producing cellular tele- 
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The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
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Circulation Manager, 
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hind an 84.4% gain in after-tax pro- 
fits for Itogon-Suyoe Mines Inc. of 
the Philippines in the half-year 
ended 30 June. Profit rose to P5,68 
million .(US$280,000) from P3.04 
million in 1983. Revenue from silver 
and gold sales increased 47.6% to 
P40.79 million while operating costs | 
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Company 3 Е тея Adelbert An- 
tonino said he was optimistic that re- 
sults for the rest-of 1984 would be 
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A new burst of interest - 


LOWER world oil prices and falling United States interest rates resulted in gains on 
many Asian stock exchanges in the period to 22 Oct., especially for industrial issues. 
"Tokyo issues gained on the oil and interest news, as did those in Taipei. But in Austra- 
lia, industrials benefited while resources issues suffered. Malaysian prices rose on tax 
breaks detailed in the 1985 budget, but no major rally was seen in the immediate fu- 


ure. Hongkong sbares gained following China's announcement of new, market- 


Уз. + ART 
oriented economic policies. 


ONGKONG: Renewed interest by overseas in- 
vestors took the Hang Seng Index above 1,000 at 
_ the opening of the period. The market eased on 18 
- Oct. in profit-taking, but then regained strength 
- when inter-bank overnight rates fell — spurring 
expectations of prime-rate cuts. Although the 
major banks did not reduce their prime at their 
weekly meeting, prices rose sharply on 22 Oct. on 
news that China had announced a major econo- 
mic-reforms programme. The reforms are aimed 
at freeing enterprises from state and party con- 
trol in favour of market forces. The index 
finished the period at 1.053.05. 
ТОКТО: The move among oil-producing coun- 
tries to cut crude prices, combined with soften- 
ing United States interest rates, sent prices soar- 
ing. At the close of the period, the Nikkei-Dow 
Jones Average had gained 297.66 points to reach 
11 ‚077.84, breaking the 11,000 barrier for the 
first time since May. Oil shares remained stable. 
The rebound on Wall Street also helped to 
brighten the market mood. Metals such as Nip- 
pon Steel and Sumitomo Light Metal were ac- 
tively traded. Electricals, led by Sony and Fanuc, 
тг de impressive gains. 


NEW ZEALAND: Shares continued their 


downtrend in most of the holiday-shortened 
period. By the end, the tone was rather more 
mixed and some prices were above their lows. 
The counter drawing the most interest was NZI 
Corp. The company's US dollar convertible bond 
issue drew overseas attraction to NZI's attrac- 
tions and there was strong foreign interest in the 
"stock — including buyers from Australia. Since 
Australian investors have shied away from the 
New Zealand stockmarket in the past, this may 
‘signal a change in attitude. 


AUSTRALIA: Prices edged higher at the start of 
‘the period, with special interest in mining stocks 
despite continued weak metals prices. News of 
North Sea oil-price cuts and a large first-quarter 
loss for MIM Holdings saw a heavy sell-off in re- 
‘sources issues early in the period. The gloom was 
momentarily dispersed by Wall Street's gains, 
but even rumours of an oil strike by a Broken Hill 
Proprietary Co. group close to its Jabiru field, 
failed to stop the oil sector from falling back once 
more. However, what was bad news for oil was 
deemed good news for industry and buying 
` swept the All-Industrials Index 6.8 points higher 
` to 1,092.1. Takeover rumours provided most of 
_ the spice on Australian exchanges. 





MANILA: About 447.7 million shares worth 
— P11.5 million (US$569,500) changed hands, but 
_ 400 million of the total volume represented a spe- 
cial block sale in shares of seldom-traded Vulcan 
Industrial. Half the total value, P5 million, came 
from two large single transactions in A and B 


i 
1 


shares of Ayala Corp. With the lifting of the ban - 
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on its copper exports, Benguet B gained P2. 
However, the mining index dropped 9.32 points 
to 846.37, a new low for the year, on losses by 
other resources shares. The commercial-indus- 
trial index, at 102.16, was unchanged from the 
previous period. Oils were slow movers and gen- 
erally easier. 


SINGAPORE: A modest rebound broke the 


market's three-month fall, with Fraser's Indus- 
trial Index gaining 55.61 points to close the 
period at 4770.62. Most of the gain was scored in 
the last two days of the period, when a Wall 
Street rally and relief over the Malaysian budget 
advanced stocks across a broad front. Turnover 
averaged 8.8 million shares daily. The 18 Oct. 
close — the day before the Malaysian budget an- 
nouncement — marked a 1984 low for the widely 
watched Straits Times Index. 


KUALA LUMPUR: The 19 oct. budget an- 


nouncement stirred the market out of the dol- 
drums, as investors reacted positively to income- 
tax breaks. Firmer leads from Wall Street also 
lifted sentiment. Volume was 27.6 million shares 
worth M$60.5 million (US$25.1 million) during 
the period and prices firmed across the board 
Attention continued to centre on new or situa- 
tional listings. and most analysts remain scepti- 
cal of prospects for a bull market before the end 
of the vear. / 

TAIPEI: The market bottomed out after its steep 
plunge in the previous period, mostly on good 
news from overseas. Falling world oil prices and 
some declines in United States interest rates 
boosted investor confidence. The weighted index 
rose 4.01 points during the period to close at 
849.63. Trading volume was moderate, with 
average daily turnover of around NT$668 million 
(US$16.7 million). 


BANGKOK: Prices continued to erode further 
in lower turnover. As there was a lack of new, 
market-stimulating commitment, most stock 
prices moved sideways in each session during the 
period. The Book Club Index finished at 119.59 
— à loss of 0.09 of a point. Turnover amounted to 
some US$5.27 million during the period. 


SEOUL: The period was slow, with the index 
down 2.64 points to 130.52. Buying power was 
weakened in part by repayments due on borrow- 
ings taken earlier in 1984 by several leading 
securities houses. Worries about the general 
state of the economy dampened spirits. Blue 
chips led the fall, with electronics and construc- 
tion shares lower. Mining and rubber issues rose 
slightly. Following the announcement of a plan- 
ned coal-exploration project in Alaska, Dae 


Sung Consolidated Coal Mining and Dae Sung - | 


Industries Co. gained — by Won 69 (8 US cents) 
and Won 26, respectively. CEA 
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who take Asia seri iously. 








The 13th edition of the All-Asia 
Guide is simply crammed with 
new up-to-the-minute 
information, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 


There are chapters on no fewer 
than 26 countries. Plus opening 
chapters on eating out in Asia, on 
the best way of using your 
baggage allowance, and on how 
best to carry your cash. 


25 new maps, making a total 
of more than 60. 


Hints on how to travel in Asia 
— from packing the right things, 
to the best places for souvenir 
hunting — wherever you're 


going. 
An even more streamlined 


quide to hotels in the region with; 
more than 1,600 listed. 


Some 55 new colour pictures, 


D M De 7 dé ! | and more than 110 new black- | 
and-white pictures. | 
Asia's most complete quide book | AIl of which adds up to over | 


Fully Revised 13th Edition 


700 pages of vital information for 
business and pleasure travellers | 
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aung Myint Mayng, an NCO in the 

Burmese army, was stationed on 
the strategic Hill 200. near Wangkha, 
on 1 August. The entry in his diary on 
that day read simply: "We're eating 
only boiled bamboo, because no rice 
is coming up to us." Life for the Bur- 
mese troops based here, near the 
country's eastern border with Thai- 
land, has been getting tougher. 

Karen separatist guerilla units 
constantly ambush Rangoon’s pre- 
carious military supply lines, tem- 
porarily isolating the army's border 
garrisons. The Karen Nationa! Liber- 
ation Army (KNLA) also has carried 
out more concerted attacks. Not long 
after Maung wrote his diary entry — 
the book was subsequently taken 
from his dead body by Karen fighters 
— the KNLA stormed Hill 200. 
Another important position, Cap 
Blue Ridge, had earlier been seized 
from Rangoon's 76th Battalion by 
Karen forces, who claimed to have 
captured large amounts 
of mortars, rifles and 
ammunition in that en- 
counter. 

The KNLA mounted 
its latest wet-season of- 
fensive along the whole 
of its central front 
(north of the Thai bor- 
der town of Mae Sot) in 
an attempt to ease Bur- 
mese military pressure 
on its border bridge- 
heads at Mae Lah, Maw 
Po Kay and Wangkha. 
Rangoon's troops had 
attacked all these posi- 
tions during the dry sea- 
son earlier this year, and 
then dug in for an un- 
usual wet-season siege. 
The Karens, who have 
been fighting for independence from 
Rangoon since 1949, admit that their 
border strongholds suffered as a re- 
sult of the dry-season offensive. They 
have been encouraged, however, by 
their recent successes in launching 
counter-attacks, mainly aimed at 
prising the Burmese army out of 
strategic positions from where they 
could strike KNLA units. "It's going 
fine now," said Sgt Htoo Shein, of 
the KNLA's 7th Brigade. "We're win- 
ning battles and pushing the enemy 
back." 

In September, another fierce battle 
developed on the Mae Lah front be- 
tween a KNLA column — comprising 
units from the 7th, 1st and 3rd 
brigades — and the Burmese army's 
7th and 5th battalions of the 44th Di- 
vision. A well-coordinated Karen at- 
tack dislodged Rangoon's troops 
from their stronghold — a long string 
of fortified entrenchments. The 


KNLA assault party had to advance 
through thick jungle, sometimes 
crawling, always careful to avoid a 
network of booby traps and mines. 
Despite a hail of mortar and rifle fire 
from Rangoon's troops, the party 
managed to storm advance positions 
and force their way up to the main 
camp. 

These writers visited the battle 
scene shortly after the Karens had 
overwhelmed the first line of 
trenches. The assault troops were 
mostly very young, armed with an as- 
sortment of weapons: American- 
made M16s, Chinese-made Kalashni- 
kovs and G3s captured from the Bur- 
mese army. Their uniforms ranged 
from the green combat gear of what 
the Karens call their independent 
state of Kawthoolei, to Burmese army 
infantry shirts still displaying Ran- 
goon's red-and-white badges. 

Men were scurrying through the 
muddy trenches barefooted. On the 
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top of a ridge, a Karen unit was 
launching anti-tank rockets. A yell 
went up from the fighters every time 
a rocket exploded near the target — а 
barely visible Burmese army post 
situated in thick undergrowth. The 
Burmese lines were also battered by 
heavier artillery — mortars and a 
75mm recoilless rifle which the Ran- 
goon troops had lost to the Karens in 
earlier battles. The guerilla attacks 
were directed by a KNLA officer who 
was screaming into a walkie-talkie 
radio back to headquarters. Porters 
kept Karen troops constantly sup- 
plied with ammunition. 


he following,, day, Rangoon's 

forces apparently decided to 
break off from the engagement, re- 
treating hastily and leaving behind a 
large cache of arms and equipment, 
including mortar and bazooka shells, 
rifles and small-arms bullets. They 





also left behind nine dead; their 
bodies were found lying in the 
trenches. "We also found Burmese 
7th Battalion headquarters docu- 
ments," said Saw Sayde, the KNLA 
7th Brigade's intelligence officer, 
who produced a metal box full of 
documents. Another officer pointed 
out that the KNLA was determined to 
press its counter-offensive, taking 
advantage of the apparent low 
morale among Rangoon's troops. 

Fighters from other ethnic rebel 
groups in Burma also were present. In 
the besieged Maw Po Kay base there 
were Arakanese, Mon, Pa-O, Wa and 
Muslims, fighting under the banner 
of the National Democratic Front 
(NDF), which groups Burma's vari- 
ous insurgent forces. Karen leaders 
like to stress the importance of the 
NDF, because joint ac- 
tion, they say, isthe only 
way to avoid the ulti- 
mate annihilation of the 
"Republic of Kawthoo- 
lei." 

Meanwhile, the Ka- 
rens also are trying to 
patch together their 
economy, based mainly 
on taxes on black-mar- 
ket goods which pass 
from Thailand into 
Burma via Karen 
"gates." Rangoon's of- 
fensive against the Ka- 
rens this year has badly 
affected this source of 
revenue, but Karen 
leaders are opening the 
gates to traders once 
again, as the Burmese 
army is pushed back. In the Thai 
border village of Mae Sarit, for exam- 
ple, porters, once again, are assembl- 
ing to carry different goods to Pa'an 
and other smuggling centres inside 
Burma. Kawthoolei's "customs of- 
fice" — a wooden hut in the newly re- 
built village — is quietly collecting its 
5% tax on goods from traders. 

While business is rapidly returning 
to normal in Mae Sarit, it is a differ- 
ent story in the more important 
Karen trading gate of Wangkha. Here 
the landscape is one of scorched 
earth, blackened by heavy artillery“ 
fire and scattered with debris and 
burned trees. On the nearby banks of 
the Moei river, which marks the Thai- 
Burmese border, KNLA sentries lis- 
ten to the distant echo of mortar fire. 
Some 8 km away, the Karens are be- 
sieging another hill held by the Bur- 
mese army. Anew battle is beginning. 

— ALMERIGO GRILZ and GIAN MICALESSIN 
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Westinghouse 
helps you lighten the cost 
of your energy load. 


There's no single approach to saving energy. It 
takes a coordinated effort on three fronts. Efficient 
generation of electrical energy. Products that use less 
energy. And systems that use advanced technology 
to monitor, control, and manage energy usage. 
Westinghouse can help. We give you many ways 
to reduce energy costs. We have energy manage- 
ment systems that make energy more productive by 
controlling its demand, use, and scheduling. Induction 
heating systems that minimize cooling and reheating 
time, and accomplish more work with less energy. 
Flue gas sensors and combustion trim controls that help you get the most out 
of comb 2 ‘Elevators that save up to 35 percent of energy over comparable 
systems. Er xgy-e ee dist оиб рее изникао energy controllers. 
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JERRY N UELSMANN CAMERA: HASSELBLAD 


| THE GHOST IN THE MACHINE. 


| 


Some cameras today are so full of electro- 
nic gadgetry that they even tell you with a 
voice what's right and what's wrong. 

All you need to know is how to push a 
button. 

The ghost in the machine will stop you 
from taking bad pictures. The question 15: 
will it help vou create good photographs? 

At Hasselblad we believe it is the eye 
and the talent of the photographer that 
should determine what to do. Therefore 
the Hasselblad doesn't talk to you. It lis- 
tens. 


| 
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That is one of the reasons it 15 chosen by 
most of today’s great photographers 

The advanced technology of a Hassel- 
blad (advanced enough to be used by the 
astronauts in space) is created to be vour 
servant, not your master. 

And its Quality is created to stay that 
way for a long time. The Hasselblad is built 
essentially by hand, and it takes a full year 
to finish it 

Yet we don't build a ghost into It 

Just a servant. 


Write for free literature: Victor Hasselblad AB, Dept 
SC, Box 220, S-401 23 Goteborg Sweden 


HASSELBLAD | 





ІНЕ KINGDOM OF NEPAL 
The Legends are Rea 


The fabled cities still stand. 

The rivers still roar wild and free. 
The costumes are for everyday, 
not for a tourist parade 











From. majestic Everest to the mystical 
valley of Kathmandu, there is no place 
on this earth like the Kathmandu of Nepal 


Come to the Kingdom. 
Fly Royal Nepal to Kathmandu. 


Royal же 
EE Airlines 
The way to Kathmandu 


For a beautiful colour brochure contact your travel agent or write to: Royal Nepal Airlines, 1114-16 Star House, Tsim Sha Tsui, Kowloon, ! 
serving: Bangkok œ Calcutta • Colombo + Delhi * Dhaka • Hong Kong «+ Kathmandu 
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ARCHITECTURE 


A sketchy look 
at old Singapore 


Pastel Portraits, Singapore's Architec- 
tural Heritage by M. Gretchen, with 
photographs by R. lan Lloyd and lan C. 
Stewart. Singapore Coordinating Com- 
mittee. No price given. 


Н ere is a book with just the right heft 
and finish to adorn any marble- 
topped Nonya coffee table. The 
graphics are polished, the layout slick 
and the pedigree impeccable: a team 
project of leading architects, acade- 
mics and journalists with blue-chip 
corporate backing. And yet, Pastel 
Portraits utterly lacks the first cardi- 
nal virtue of the coffee-table tome 
readability. Its 155 full-colour pages 
vield plenty of arresting images and a 
sprinkling of anecdotal detail, but no- 
thing really striking enough to draw 
the reader back for a second look. 
This lack of allure is all the more 
mysterious in view of the innate charm 
and poignancy of the book's subject 
Singapore's exuberant, eclectic and 
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Singapore shophouse rows: superficial imagery. 





imminently doomed traditional ar- 
chitecture. The impact is lost, though, 
in the eerily unpeopled photographs 
and the plodding text. 

Granted, the project aimed to pro- 
duce not a social statement, but merely 


a record of the passing material culture | 


of this multi-racial city state. But even 
this limited goal is ill served with dry 
catalogues of architects’ names and 
dates accompanying full-frontal views 
of city-centre landmarks, or foreshort- 
ened telephoto shots of shophouse 


rows. Such imag- 
ery is as superfi- 
cial as the glimpse 
from a passing 
Mercedes, which 
is the only contact 
many latter-day 
Singaporeans 
have any more 
with traditional 
architecture. 
Pastel Portraits 
is at its best when 
it bypasses its 
dominant bland 
documentary ap- 
proach for either 
a macro or a 
micro perspec- 








tive. The book's 
strongest pages are the montages of or- 
namental details, on the one hand, and 
the bird's-eve overviews on the other. 
These offer an inkling of the texture 
and rhythm of the old cityscape. As for 
how the buildings were conceived and 
originally used, more can be gleaned 
from the italicised excerpts of contem- 
poraneous sources in the margins than 
from the book's original text. At least 
the 19th-century writers quoted could 
view the architecture "from the in- 
side.” — LINCOLN KAYE 


HOTEL REGAL MERIDIEN HONG KONG : LE RAFFINEMENT 


THE ONLY INTERNATIONAL HOTEL 
HEART OF TSIMSHATSUI 
UNEQUALLED 


IN THE 
THAT OFFERS THE 


STYLE AND ELEGANCE THAT IS, LE 
RAFFINEMENT. 

FOR RESERVATIONS, CONTACT YOUR 
THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


GROUPE AIR FRANCE 





TRAVEL AGENT OR THE 


HOTEL REGAL MERIDIEN HONG 
KONG. TEL: 3-669996 TELEX: 40955 : 
HOMRO HX. n 


WAATDED IODA > ZADECACTEDA! LUCAN A üt ESA 





FarEastern Economic 


Editor: Derek Davies 
Deputy Editor: Philip Bowring 


Editor: David Jenkins, 
Michael Malik (Deputy). 
Ashley Wright (Assistant) 


Business Editor: Anthony Rowley. 
Ron Richardson (Deputy), 
Elizabeth Cheng (Assistant) 


News Editor: Mike MacLachlan; 
Michael Charnock (Deputy): 
Anita Motwani (Assistant) 


Editorial Manager: Michae! Westlake 


Chief Correspondent: Rodney Tasker 
Specialist Writers: 
David Bonavia (China), 
lan Buruma (Arts & Society): 
Robert Delfs (China Economy], 
Gene Gregory (Technology). 
Emily Lau (Hongkong). 
Richard Nations (Diplomacy): 
Paul Quinn-Judge (Indochina): 
Paul Sillitoe (Industry) 


Focus Editor: Donald Wise 


Art Director: Morgan Chua, 
Frank Tam (Assistant) 


Production Editor: Hiro Punwani 


BUREAUX 


Bangkok: John McBeth, 
Раа! Sricharatchanya (tel. 251 1139) 
: Susumu Awanohara, 
Mangg! Habir (347814) 

Kuala Lumpur: K. Das, James Clad (208972) 
Manila: Guy Sacerdoti, Jose Galang (572081) 
New Delhi: Salamat Ali (South and West Asia), 
Mohan Ram (676690) 

Peking: Mary Lee (338731 ext 317) 
Seoul: Shim Jae Hoon, Paul Ensor (723-3696) 
Singapore: V. G. Kulkarni, Lincoln Kaye (2203720) 
Sydney: Hamish McDonald (212-3355) 
Tokyo: Charles Smith (2708229) 
Washington: Nayan Chanda (469-4814) 






































Publisher: Charles H. Stolbach 
General Sales Manager: Elaine Goodwin 
Adv. Manager, Asia: Nigel Bolding 
Circulation Manager: Billy Woo 
Adv. Production Manager: Stanley Ng 
, every Fnday. Al 
Published © еза i n үөү: ar ang 
1984 ШЕЛ Member of the Audi Bureau of Circulations, London, 
Offices: Centre Point, 181-185 Gloucester Road, 










. Telephone: 5-8936688 (Editorial); 5-734301 (Adver- 
fsing); 5-650611 (Circulation) 
Printed by South China Morning Post, Limited, Tong Chong Street, 
Quarry Bay, Hongkong 


UK.: as a newspaper al the General Post Office 
U.S.A.: The Far Eastern Economic Review (USPS 914-880) is pub- 
lished weekly, every Friday, for US$88 00 per year by Far Eastern 
Economic Review Limited. U.S. Mailing Agent — Datamovers. Inc., 
38 W. 36th SL, New York, N.Y. 10018. Second-class postage 

at New York, N.Y., and additional mailing offices. POSTMASTER 
send address changes to Datamovers. inc , 38 W 36th St. New 
York, N.Y. 10018 











FAR EASTERN ECONOMIC REVIEW e 8 NOVEMBER 1984 


NE LETTERS summum 


E 7 . 

Malaysia's tripod 

The question before Malaysia's 
Chinese community is political unity. 
Is there a need for this political unity? 
What is the common platform for 
unity? What is the political position of 
the Chinese community today? Indeed, 
what is the political position of the na- 
tion today? 

When we consider the above ques- 
tions carefully, there is undoubtedly a 
need for Chinese political unity in view 
of the unique multiracial composition 
of our country. We must not forget that 
the racial composition of our nation is 
such that no single race commands an 
overwhelming majority. The only way 
to maintain peace, harmony and politi- 
cal stability is to also maintain an 
equilibrium of the major races in the 
country. 

This is like a pot sitting on a tripod. If 
any one leg of the tripod is destroyed or 
damaged, the pot will topple. Malaysia 
is supported by the three major races 
as the three legs of the tripod. 

It is important, therefore, that each 
of the three legs of the tripod should be 
strong. Surprisingly, the strongest leg 
seems to be that of the Indian commu- 
nity. The leg representing the Malay 
community, though a little frayed in 
view of the existence of extremist ele- 
ments such as the Parti Islam posing a 
continuous threat, is nevertheless 
strong. 

When we started to organise the 
Chinese politically in the early 1950s, 
we started with a strong and healthy 
leg and the community was represent- 
ed by one single political entity. How- 
ever, we have to accept the fact that the 
leg representing the Chinese today 
needs extensive repair or perhaps even 
replacement if necessary. Its weakness 
is not only affecting the Chinese com- 
munity directly but more importantly 
is threatening the stability of the pot — 
Malaysia. 

Many issues which we face in Malay- 
sia such as education, language, the 
New Economic Policy, culture and so 
on are symptoms indicating a far more 
serious problem resulting in racial 
polarisation. The root problem is the 
equality of all Malaysians. Once this 
objective of equality is achieved, the 
symptoms will automatically disap- 
pear. The Chinese community for its 
part has the responsibility of achieving 
political unity to achieve equality for 
all Malaysians. 

It is wrong to suggest that the 
Chinese community cannot be united: 
from history we have seen it to be able 
to unite fora purpose. We have seen the 
Chinese community in Singapore unit- 
ed and achieving tremendous progress. 
There is no reason, if Singapore 
Chinese can be united, that Malaysian 
Chinese cannot be united. A cause 
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“I'll always remember that evening іп 
the Jayakarta Grill. From the moment | walked 
in, | was really pampered and made to feel 
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class comforts, luxurious 


Hotel Sari Pacific Jakarta 


The hotel with heart 


lalan M.H. Thamrin, Р.О Box 3138 Jakarta, Indonesia. Tel: 323707. Cable: HOTELSARIPACIFK 

Telex: 44514 HTLSARIIA For reservations contact: British Airways Associate Hotel KLM. Golden Tulip 
Worldwide Hotel, UTELL International or any Pan Pacific Hotel offices or telephone: Tokyo 03-214-3001 

Hong Kong 5-230824. Singapore 2968678 or Sydney 231-1125. Or offices of major airlines 

29 PAN PACIFIC HOTELS BANGLADESH Sonargon Hotel. Dhaka e INDONESIA Hotel Sari Pacific. Jakarta 

e KOREA Kyongiu Tokyu Hotel. Kyongiu City e NEW CALEDONIA Hotel Le Surf THAILAND Indra Regent Ho 
Bangkok: Royal Cliff Beach Hotel. Pattaya e VANUATU HOTEL Le Lagon Port Vila 

OPENING MID TO LATE 1985 PALAU Koror * MALAYSIA Kuala Lumpur Penang Malacca: Kuc hing 

Pangkor Island e SINGAPORE 














must be provided for the Chinese to 
unite. 

The common platform and the cause 
for unity is now clear, the struggle for 
equality for all Malaysians. All 
Chinese political leaders have a re- 
sponsibility to see that this political 
unitv materialises. But the sinceritv. 
honesty, will and determination to 
succeed must be there. Individualism 
and the attitude of personal glorifica- 
tion must be suppressed to give way to 
the bigger objective of community po- 
litical unity 

There must be absolute adherence to 
the principle of discipline. The com- 
munity will follow the call of the 
leadership, but the leadership must be- 
lieve in the cardinal principle of politi- 
cal unity for equality. Individual and 
personal position is not important, but 
the main struggle and challenges the 
Chinese community faces are impor- 
tant. 

Meanwhile, the other races must not 
look upon the call for Chinese political 
unity as a threat to confront them, but 
must accept the principle of strengthen- 
ing the tripod by providing a strong 
and healthy leg to give a solid support 
foundation to the nation. 

If we can view the foundation for a 
united nation in this perspective, then 
this will certainly be a step towards the 
depolarisation of the races. For this 
reason, perhaps, it has always been our 
view that the Malays should be politi- 
cally united and the Indians should 
also be politically united: together 
with a united Chinese political leg we 
can then form a strong base for a unit- 
ed Malaysian nation and equality for 
all 

So long as there is disunity in any 
one of the communities, the principle 
of equality for all Malaysians will be 
difficult to achieve. In the final 
analysis therefore, we, as members of 
the Chinese political community, have 
the task of working towards a united 
Chinese political front to face the fu- 
ture and to achieve equality. Now is 
the time the community must act. 

WONG CHAN SHIN 
Central Committee Member 
Kuala Lumpur Malaysian Chinese Association 


initial worry 

One thing about the Sino-British 
agreement on Hongkong continues to 
perplex me. How does a Chinese "ini- 
tial" anything? Surely romanisation Is 
not yet used in international diplo- 
macy? 

Manchester STEPHEN PHILLIPS 


CORRECTION 


The 1 November issue of the Review inad- 
vertently published a photograph of Tetsuo 


Oba accompanying the cover story on 
Japan's financial liberalisation. The photo- 
graph should have been of Tomomitsu Oba, 
Vice-Minister for International Affairs at 
the Ministry of Finance. The error is regret- 
ted 
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Ar the best is in the | 
Peugeot 505. As one of 
the earliest manufacturers of 
Automobiles, Peugeot spent 
years in research and develop- 
ment... producing depend- 
able cars that generations 
have come to trust. And the 
Peugeot reputation grew. 
Today, the Peugeot name is 
synonymous with comfort, 
safety, toughness and reliabi- | 
lity — a reflection of the very | 
best in a world of beautiful 
cars. 
















Peugeot 505 — 
Blending charm 
with realism; 
refinement with 
efficiency. 
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Complete efficiency demands 
our complete attention. 
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Vietnam's 60 million people will soon be celebrat- 
ing anumber of important anniversaries, not least 
the 40th anniversary of Ho Chi Minh’s proclama- 
tion of independence in 1945. But the country is 
faced with problems on almost every front and 

.has precious little to celebrate. The one bright 
spot is in agricultural production where output is 
making significant advances in the wake of the in- 
troduction of Chinese-style incentive schemes. 
Regional Editor David Jenkins analyses the prob- 
lems confronting Hanoi. Pages 25-28. 


Cover illustration by Morgan Chua. 





Page 12 
Indian Prime Minister Mrs In- 
dira Gandhi dies a few hours 


after being shot by two Sikh 
members of her personal 
bodyguard. 


Page 12 

Political survivor Nakasone breaks 
the 12-year cycle of Japan's one- 
term prime ministers by holding 
on to his party's presidency fol- 
lowing a turbulent caucus. 


Pages 14-15 
As President Marcos and the mili- 
tary hit out at the findings of the 
Agrava board, the matter goes to 
the courts. Meanwhile, Washing- 
ton is watching. 
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After cancelling 


the par- 
liamentary elections promised 
for 8 December, Bangladesh 


President Н. M. Ershad, 
through a spokesman, neatly 
turned the tables by saying 
that he had done so "as desired 
by the opposition.” 
This was not quite how the 
opposition saw it. They had 
been insisting that they would 
not take part in the planned 
Ee unless Ershad first 
ifted martial law and install- 
ed a temporary neutral gov- 
ernment to oversee a fair elec- 
tion. Continuing the explana- 
tion for the postponement, the 
president's special assistant, 
А. К. Yusuf, said Ershad had 
been striving for a national 
consensus "so that the politi- 
cal alliances and political par- 
ties [could] participate in the 


` election to have a representa- 


tive government." It was the 
opposition alliances, he 
added, which were contribut- 
ing to the continuation of mar- 
tial law by not agreeing to any 
date the government ап- 
nounced for voting. 

Ershad's position 1s that he 
will lift martial law only after 
the first session of a newly 
elected parliament. 

— S. KAMALUDDIN 


voids MP's victory cpus 


In a controversial move, the 
Philippine Commission on 
Elections (Comelec) decided 
on 24 October by unanimous 
decision to disqualify 
Cagayan d'Oro assemblyman 
Aquilino Pimentel from his 
victory in the parliamentary 
elections on 14 May. The Com- 
elec said that Pimentel, who is 
chairman of the opposition 
Philippine Democratic Party- 
Lakas ng Bayan, won the close 
election in his district because 
of 87 falsified election returns. 
By voiding these, the election 
results shifted in favour of 
Pedro Roa, who ran on Presi- 


dent Ferdinand Marcos’ 
Kilusang Bagong Lipunan 
party ticket. 

However, the Comelec, 


came to its decision without 
examining the disputed re- 
turns, which have been 
guarded since the election by 
Pimentel's supporters. Pimen- 
tel refused to allow the returns 
to be moved to Manila be- 
cause, he said, they could be 
tampered with en route. 
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Pimentel's petition to the Sup- 
reme Court to overturn the 
Comelec decision is expected 
to be heard on 2 November. 

— GUY SACERDOTI 


Three opposition Indian 
parties merge 
Three non-communist opposi- 
tion parties have merged to 
form the Dalit Kisan Mazdoor 
Party to contest India's gen- 
eral election, due in January. 
The result of the realignment 
is a split in the nine-party 
United Front, dominated by 
the Janata Party, and an end 
to the National Democratic 
Alliance, comprising the Lok 
Dal and the Bharativa Janata 
Party (BJP). The two clusters 
were never able to unite be- 
cause the Hindu nationalist 
BJP is anathema to the United 
Front's constituents. 

Lok Dal leader Charan 
Singh succeeded in getting 


two United Front  con- 
stituents, the Democratic 
Socialist Party апа the 


Rashtriya Congress, to join 
him in launching the new 
party which seeks electoral 
accommodations with the 
other parties, including the 
BJP. — MOHAN RAM 


Australia set to name new 
ambassador to Jakarta 


Prominent Labor Party politi- 
cian Bill Morrison is likely to 
be appointed Australia's am- 
bassador to Indonesia early 
next year, replacing career 
diplomat Rawdon Dalrymple, 
who has been in the post since 
March 1981. Morrison has 
withdrawn from the national 
elections scheduled for 1 De- 
cember to take up the posting. 
He was running for re-election 
to his Sydney seat in parlia- 
ment. 

Morrison was a diplomat 
before his first term in parlia- 
ment from 1969, serving in 
Southeast Asian and other 
missions. In 1983 he led a 
paliamentry team to East 
Timor and the team's majority 
report that Indonesia was 
firmly in control and develop- 
ment  programmmes were 
under way helped moderate 
the Labor Party's opposition 
to the Indonesian takeover. 

Prime Minister Bob Hawke 
and Foreign Minister Bill 
Hayden are clearly hoping 
that Morrison's longstanding 
contact with senior Indone- 
sian leaders, and his reeent 
trouble-shooting role in East 
Timor will be useful in eas- 
ing Canberra-Jakarta rela- 
tions. — HAMISH McDONALD 





Philippine workers 
get a pay boost 
With the recent package of re- 
venue measures put in place 
by the Philippine Government 
(REVIEW, 25 Oct.) certain to 
push up an already high infla- 
tion rate, the base rate of pay 
for the country's workers has 
been raised. This came in the 
form of an increase in the 
minimum daily wage rate for 
industrial workers to P37 
(US$1.85) and in the mandat- 
ory cost-of-living allowance 
to P17 a day, from P35 and 
P14, respectively. Agricul- 
tural workers get lower rates. 
The increases, effective from 1 
November, were the third this 
vear, following adjustments in 
May and June. Since the start 
of the year, the peso has fallen 
from P14:US$1 to P21. The 
inflation rate is forecast to 
peak at 65-70" this year. 

— JOSE GALANG 


GM, Daewoo join to 
produce car parts 
The Delco Remy division of 
General Motors (GM), of the 
United States, and Daewoo 
Precision Industries, of South 
Korea's Daewoo Group, have 
announced the formation of a 
joint venture to produce au- 
tomotive parts. The 50:50 joint 
venture will have an initial in- 
vestment of US$60 million, 
and the parts will be used in 
the production of cars by 
another joint venture between 
the two companies announced 
earlier this year 

According to GM chairman 
Roger Smith, who has been 
visiting Seoul, the parts pro- 
duced in the new joint venture 
will be marketed in Asia and 
Europe, but will enter the US 
only as components of a new 
range of South Korean-made 
cars which will be modelled on 
the front-wheel sub-compact 
Opel now being manufactured 
by GM in West Germany. 

— PAUL ENSOR 


Censure rejected by 
Hongkong accountants 
The Hongkong Society of Ac- 
countants (HKSA) has re- 
jected the findings of the ter- 
ritorys Committee on Take- 
overs and Mergers, which cen- 
sured a member of the society, 
Fan, Mitchell and Co., on 21 
August (REVIEW, 30 Aug.). The 
HKSA said the censure, in 
connection with Fan, Mitch- 
ell's advisory role in an unsuc- 
cesful takeover bid, was 





"harsh." The HKSA said the 
firm did not breach any of the 
society's rules with regard to 
professional conduct or ethics 
when advising Tai Sang Land 
Development about a take- 
over bid by Singapore's Unit- 
ed Industrial Corp. (UIC). The 
latter made its bid of HK$220 
million (US$28.21 million) for 
Tai Sang in late June (REVIEW, 
5 July and 23 Aug.). Tai Sang 
was also censured on several 
counts, including failure to 
provide shareholders with 
necessary information. The 
HKSA said the takeover code 
should be amended to require 
that prior to a public censure, 
the party concerned should 
have the right to a hearing. 

— LIZ CARVER 


Thailand to refinance 
US$300m standby credit 
The Bank of Thailand (BoT — 
the central bank) has given a 
mandate to five international 
banks to raise a US$300 mil- 
lion revolving credit facility, 
which will re-finance another 
stand-by loan of the same size 
signed in late 1981. Having a 
similar 10-year maturity, the 
new facility will carry a float- 
ing interest rate 0.375 of a per- 
centage point above the Lon- 
don inter-bank offered rate 
(Libor), or 0.125 of a point 
below the old loan’s rate. 

A BoT official said the new 
syndication will be completed 
in mid-November. It is ar- 
ranged by Hongkong-based 
merchant-banking sub- 
sidiaries of Chemical Bank, 
Bankers Trust, Citibank, 
Manufacturers Hanover 
Trust, and Mitsui Bank. 

— PAISAL SRICHARATCHANYA 


New committee member 
for Singapore exchange 


Challenger George Teo, of 
J. M. Sassoon, unseated John 
Foo, of Associated Asian 
Securities, in the only change 
made at this year’s annual 
general meeting to the five- 
member Stock Exchange of 
Singapore committee. Chair- 
man Ong Tjin Ап апа 
deputy chairman Tsang Jat 
Meng protected their posts 
against reported challenges by 
two other committee mem- 
bers, Lin Tah Hwa and Freddy 
Lee, respectively. In contrast 
to 1983's bitterly contested 
election, when Lin and Lee 
won as reform candidates, the 
1984 meeting was brief and 
smooth, with all of the com- 
mitteemen winning their seats 
by comfortable margins. 

— LINCOLN KAYE 
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NO PORT OF CALL 
United States secretary of the 


; “| navy, John Lehman, is said to be 
of irritated by what he considers 


Chinese foot-dragging on the 
question of a port visit by US 


‘| Navy ships. During his recent trip 


` to China, Lehman was given 
call at Qingdao. But Peking has 
yet to respond to an American . 


eportedly i is caused by | 
position within the Chinese 


“| bueraucracy, which is concerned 


by the effect of such a visit on 


China's image as an independent | 


country opposed to super powers. 


A BEAR ON THE BORDER 


Thai intelligence services have 
uncovered what they say is 
| evidence of Soviet. as well as 

. Vietnamese support for the Lao- 
| based Thai People's | 
| Revolutionary Movement — a 
group which broke away from the 
Communist Party of Thailand in 
1978 and is known to the Thais as 
Pak Mai, or New Party. | 
Intelligence reports say the latest 
evidence to come to light was a 
guerilla training course 
conducted by Soviet and 
` Vietnamese instructors for Pak 
Mai recruits near the Mekong 
river town of Thakhek between 
24 April and 31 May. The 


ШИ THE WEEK 


. AFGHANISTAN 
` French journalist Jacques 
_who was sentenced to 18 years’ in prison by 
a Kabul court for entering the country ille- 
gally, was freed (25 Осі). Afghanistan ас- 
cused Pakistan of killing an unspecified 
. number of civilians and military person- 
- nel in cross-border shelling of Afghan ter- 
ritory, it was reported (26 Oct.). 


BANGLADESH Е 
President Н. М. Ershad ordered the in- 


definite postponement of parliamentary 


` elections planned for December, the gov- 
. ernment announced (27 Oct.). 


CHINA 

© The Archbishop of Manila, Cardinal 
Jaime Sin, arrived for a 10-day visit (27 
Oct.). The fifth round of Sino-Soviet talks 
ended without any breakthrough. East 
European sources said. Burmese Presi- 
dent San Yu arrived on a visit (28 Oct.). 


INDIA 


` Five people were injured in clashes be- 


ee] . |. А book written by the wife of — 
| proposal that the visit take place | a 


before the end of 1984. The delay | recently gone on prominent ` 
| display in Rangoon bookshops. 
Entitled Burma's Struggle: 


Against British Imperialism, 





|. | hour strike called by the Congress party in 
Abouchar. 


ween supporters and opponents of a 12- 


| movement which is КАТ to: 


havea collective three-man 
leadership made up of Thai, Lao 
and Vietnamese figures, has 
recently begun expanding its- 
mass mobilisation activities in 


 Thailand's northern and 
) northeastern provinces... 


accord in principle for a naval  — 





INK YOU, DEAR 








Burmese leader Ne Win h 


1885-1895, the book attempts to 
inject a new nationalist element 
into this period of Burma's 


| history, in which British colonial 


troops carried out their final | 
campaign to subjugate the 
country. Foreign observers in 
Rangoon feel the fact that the | 
government is trying to promote 
the book, some two years afterits 
publication, and that it is written 
by Ne Win's wife, Ni Ni Myint, 
suggests an attempt to bolster the 









Burmese leader's credentials as 


one of the country's leading 


independence fighters and a true 


nationalist. | 


ROAD FROM KATHMANDU - 





Britain has offered to renovate | 


the 52-mile-long Naubise- 


 Mugling section of Nepal's 


Prithivi MEE which 


Tripura (28 Oct.). The leader of the out- 
lawed Mizo National Front, Laldenga, ar- 
rived in New Delhi after two years of self- 
exile in London for talks with Indian lead- 
ers (30 Oet.). 


INDONESIA 
At least 15 people. were killed: in the 


| south of Jakarta by an exploding ammu- 


nition magazine (29 Oct.). 


JAPAN 


The chief rival of Prime Minister Yasu- 
hiro Nakasone within the Liberal Demo- 
cratic Party (LDP). Kiichi Miyazawa, 
bowed out of contention for the party 
presidency, clearing the way for 
Nakasone's second two-year term as LDP 
president (26 Oct.). | 


PAKISTAN 

At least three Sepia were killed and 
about 30 injured when a’bomb went off in 
a cinema owned by a prominent politician 
in Peshawar, hospital officials said (24 
Oct.). The death toll in the bomb blast rose 
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hundreds of protesters in Makati w 


Pokhara у 
Gurkhas. А 
source said tha 
million would be si 
project. The Naubise-Mi 
section of the 140-mile-! 
highway, built by Chi 
Me үе isina dilap 











Ina ‘bid t to impr ove the 
atmosphere for greater Lag 
eration with the United. ` 









Americans missing in action 
during the Vietnam п War, the) 






aircraft Crash site for American 
remains. Encouraged by what the 
US considered to be a positive - 

attitude towards D: ne US, | 










previous но of a i blan et 
*no" vote for all loans to Laos, 
| except: for those intended for. 

"human needs." 















to five, officials in Peshawar said. 


Oct}. 


The government ombudsman tock ove 
the case against top military offici 
the Benigno Aquine assassination, А 
than 6,000 people protested again 
Agrava board's failure to name Pr 
Ferdinand Marcos as the. mastermin 
the murder (25 Oct) Opposition 
Aquilino Pimentel led 5.000 of his fol 
ers in a march in Cagayan d' Oro to proe 
test against his sacking from the national- 
assembly (28 Oct.). Riot police dispers 





جد 





were demanding Marcos resignation (30 
Oct.). 


Th ree gu er 
dier s r aide 





illas v were arrested when sol- | 
the. headquar ters of a 
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By Salamat Ali in New Dethi 


he assassination of 
Minister Indira Gandhi, the 
formidable leaderjof modern In- 
ia, had been a grim possibility ever 


olden Temple complex at Amritsar, 
njab, in the early hours of 6 June, 
flush out the Sikh extremists who 
vere using it as a sanctuary. | | 
The Sikh terrorists, who escaped 


rale was killed, put the 66-year-old 
rime minister at the top of their list 


cal heir-apparent Rajiv, and other 
eaders singled out as responsible for 
ie decision to use the army in what 
| е Sikhs saw as a sacrilegious move 
yere subject to y the tightest security 
possible. .. 

But at 8:45 on the morning of 31 
October that security failed. Two 
members of her own security guard, 
dentified as Sikhs, pumped bullets 
into her from a pistol and a sub- 
machine gun when she came out to 
neet the public at her weekly open 


th petitions. Hit in the chest and 
ymach by at least seven bullets and 
b eeding profusely, Mrs Gandhi was 
hed into emergency surgery at the 
I-India Institute of Medical Sci- 
nce, as security forces took up posi- 
ions round the building and crowds 
egan to gather. 
‘Frantic medical attempts to save 
failed, and in the early afternoon 
r death was announced. As soon as 
learned of the attack, Rajiv headed 
k to New Delhi from a tour of 
Bengal, and cabinet members 
Id an emergency cabinet meeting to 
le who was to take over as acting 
je minister. The cabinet's options 
limited; both Mrs Gandhi's sup- 
ters and political enemies agreed 
hat nobody exists in Indian politics 
he moment to fill the void she has 
t. кше. | tension between 











кш its тоиы conscience, 
ther than its political leader. Mrs 
aandhi's death was tragically re- 
iniscent of the Mahatma’ s assassi- 


Prime. 


ince the Indian army moved in оп the | 
father. 


he bloody battle in which fanatic | 
ader Sant Jarnail Singh Bhindran- 


or retribution. She, her son and poli- - 


nation; both were gunned down. as 


they went out to meet the people. Оп. 
the Mahatma's death, leadership of 


the dominant Congress party passed 
to Jawaharlal Nehru, Mrs Gandhi's 
(Mrs Gandhi's husband, 
Feroze Gandhi, who died in 1960, was 
not related to the Mahatma.) | 

She eventually succeeded to the 


| premiership in 1964 after her father's 


death and the short reign of Lal 
Bahadur Shastri. She remained in of- 


fice for 20 years except for a three- 
year period from 1977 when a loose 


coalition of the opposition took over 
in the wake of public criticism of the 
Emergency invoked by Mrs Gandhi. 
She was swept back to office with a 





ity had once more been eroded. De- 
spite her unchallenged political skill, 
when it came, the assassination 
seemed almost inevitable: as lf the In- 
dian political scene had been heading 
for it for most of the past year or 
more. It also underscored dramati- 
cally the rise of violence and ter- 
rorism in Indian politics. Facing not 
only the terrorism and demands for 
separation in Punjab, Mrs Gandhi 
was under strong criticism from 
many other quarters and was becom- 
ing increasingly tough and autocratic 
in many of her reactions. 

The army was used to put down 
Muslim-Hindu riots in Bombay be- 
ipte it was s used i in s Non- Con- 


huge majority in 1980. 


urt where people presented her 


Since then, however, her popular- 


JAPAN 





Japan’s prime minister is returned for another two-year term 
as LDP president after bitter party infighting 


By Charles Smith in Tokyo 
apan's ruling Liberal Democratic 
Party (LDP) never fails to stage a 


public. row when transacting import- 
ant business related to the internal 


management of its affairs. This immu- 
table law was demonstrated once 
again over the weekend of 27-28 Oc- 
tober when top leaders of the party 
held a caucus to choose a president for 
the next two years. 

 Theresult of the caucus, as expected, 
was that the party decided to re-ap- 
point Yasuhiro Nakasone for a further 
two-year term, (his second and last 


under party rules) to the job, that car- 


ries with itthe prime ministership. Be- 
fore reaching this conclusion, how- 
ever, the LDP leaders managed to dis- 
play a depth of bitterness and disunity 
which amazed even hardened connois- 
seurs of the LDP's internal squabbles. 
Signs that Nakasone was not going 
to have a smooth ride to re-nomination 
surfaced on the Saturday (the first of 
two days of behind-the-scenes meet- 
ings between party bosses) when a suc- 
cession of leaders from what are 
known as the "anti-mainstream" fac- 
tions of the party (those which do not 
constitute part of the prime minister’ 5 











immediate power base) got to their feet 
to express deep dissatisfaction with 
the way Nakasone had been handling 
party affairs. 

Anti-Nakasone speeches from the 
anti-mainstream wing of the LDP 
could be regarded as par for the course. 
But Nakasone must have been badly 
shocked when Susumu Nikaido, the 
party's vice- -president and a key 
member of the "mainstream" faction 
headed by former. prime minister 
Kakuei Tanaka, stood up to criticise 
his handling of affairs. After spending 
several minutes making personal at- 
tacks on the prime minister, Nikaido 
then proceeded to reveal that he had 
been asked to stand as a candidate for 
the party leadership by no less a figure 
than Zenko Suzuki — another former 
prime minister and head of what, until 
then, had been regarded as the one of 
the most-solidly pro-N akasone intra- 
party groupings. 

The Nikaido threat to бака 
eventually subsided late on the Sunday 
vee after ше a of one. prt the 


as a build-up to the general election 
due by the start of 1985. There was 
bitterness not only in Punjab, but in 
Jammu and Kashmir, where the 
popular Farooq Abdullah was oust- 
ed as chief minister in a coup obvi- 
ously masterminded in New Delhi, 

The same tactic was used in 
Andhra Pradesh on 16 August when 
film-star-turned-politician N. Т, 
Rama Rao was replaced by the state 
governor. But this time the Gandhi 
machine — possibly Rajiv rather than 
the prime minister herself — had bit- 
ten off more than it could chew, and 
Rama Rao, rallying anti-Congress 
sentiment from national and regional 
opposition parties, swept back to 
power after barely a month, facing 
Mrs Gandhi and Congress with the 
spectre of another popular rejection 
at the polls. 

Even though she had made no for- 
mal announcement, the ruling party 
had been proceeding for the past 
couple of weeks on the assumption 
that the elections to choose the next 
Indian Government would be held 
around the first week of January. 


back down from his own colleagues 
within the "lovalist" Tanaka faction. 
However, by the time Nikaido even- 
tually declared that he "never really 
meant" to rock the boat for Nakasone, 
several embarrassing revelations had 
been made. 

One was that resentment had been 
building up within the Nakasone camp 
about the alleged "arrogance" of the 
prime minister and about his tendency 
to speak slightinglv in public about 
some of his predecessors' policies (in- 
cluding those of the frankly uninspir- 
ing Suzuki). Even more interesting was 
the light shed by the Nikaido affair on 
the situation within the Tanaka group 
— the LDP's largest single factional 
grouping and hitherto the prime 
minister's most important source of 
support. 

Until Nikaido's outburst, most Ja- 
panese political analvsts had tended to 


With Mrs Gandhi dead, it is now any- 
body's guess when the elections will 
be possible, though they are still re- 
quired by the constitution. The life of 
the present Congress-dominated par- 
liament ends on 20 January 1985. 
As it became clear that she was 
going to have a real political battle on 
| her hands, so it became less and less 
possible for Mrs Gandhi to take heed 
of the advice of her security men. 
Everyone foresaw that she and Rajiv 
would become increasingly vulnera- 
ble with the rising tempo of elec- 
tioneering. The security men had ad- 
vised the prime minister only days 


At least part of these uncertainties 
can be traced to the anomalous posi- 
tion of Tanaka himself — a former 
LDP leader who was forced to leave 
the LDP because of his alleged role in 
the Lockheed bribery scandal but who 
continues to call many of the shots in 
intra-party manoeuvrings from his 
seat as an independent Diet member. 






INDIA 


before she was killed not to expose 
herself to risk or danger during the 
informal election campaign she had 
already launched. 

Their advice was to address public 
rallies only at key points, travelling 
by helicopter, cutting out any way- 
side meetings. Security had been 
tightened around the prime minister, 
her family, office and residence. 
Metal detectors were installed in par- 
liament, despite protests from some 
members who considered it undig- 
nified for legislators to pass through 
security checks. 

The assassination came only days 
after a warning by intelligence agen- 
cies that a group of terrorists had 
slipped into New Delhi. However, it 
was not the first warning of its kind, 
and Mrs Gandhi had no intention of 
cutting herself off from the publie — 
especially at her traditional weekly 
public audiences — though the peo- 
ple, of late, were required to pass 
through metal detectors and other 
security checks. Ironically, in the 
event, it was not the people she had to 
fear, but her own guards. 


thing of a favourable image outside 
Japan, is not the same thing as a strong 
position inside the ruling party. И 
seems clear from some of the comments 


| made about the prime minister during 


Tones position as a kingmaker, | 
who is not himself eligible to hold | 


office, has long seemed to rule out the 
emergence within the Tanaka faction 
of anew leader who might eventually 
qualifv for the post of prime minister 


Until recently, Tanaka faction mem- | 


| bers apparently accepted this as a fact 





of life, but it now seems that the faction 


or some of its members — are no | 





longer content merely to hold the bal- | 


ance of power in the ruling party. 
So far as Nakasone himself is con- 
cerned, the lesson of this latest show- 


| 


the caucus that by no means all senior 
LDP leaders appreciate his “charisma- 
tie” style (particularly when dealing 
with foreigners) and that not a few 
would like to see a return to the more 
traditional style of “inarticulate” LDP 
politicians, who were the norm up to 
the time of Suzuki's premiership 
Nakasone, whose second nature is to 
be articulate and decisive, clearly can- 
not be expected to change his person- 
ality to suit the tastes of his colleagues 
It seems obvious, however, that if he is 
to complete his second term without 
upheavals, he will have to be more 
aware than before of what intra-party 
colleagues and rivals feel about his 
style. A second condition for survival 








seems likely tq be closer attention than 
ever to then to maintain and adjust 
fine balances between factions when 
awarding  cabi- 
net and party 


regard the Tanaka faction as a monoli- | 
thic entity obedient to its boss’ slightest 
whim and hence, because of its numeri- 
cal strength, by far the most power- 

ful force in the internal affairs of 


down would seem to be that popularity 
with the Japanese electorate, to say no- 














the party. Since 
the caucus, a 
scenario has 


major groupings 





= 


DIVISIONS IN THE DIET 


Members 





tion after Nakasone s reappointment. 


* Mainstream tAnti-mainstream 


posts in the new 
administration 
The 


members of the 


! Tanaka" 118 prime 
emerged in which Suzuki" 79 minister is be- 
the faction ap- FUXMGRT : 2: lieved already to 

Nakasone 65 : 
pears fraught Komotot 35 have decided to 
with internal Ishiharat 6 give one each of 

+ : } 9 x 2 ”* 
tensions and is ; ۳ independent e the three top 
by no means | " | : Noe. dy ton реке аре = — executive posts 
clear about its ж а еШ айылын ieee in the party 
attitude to other а UL. The Ishihara faction joined the Fukuda fac- hierarchy to 
-— "Е — 25—29 


within the party. 
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gine di dim on 27-28 Oc- 


allocating cabinet posts, Naka- 
will have to take care not to disap- 
oint the Tanaka faction, which is 
sutely aware of the fact. that its large 


ze tends to mean that members miss: 


ut on their fair share of government 
bs. On the other hand he will not be 
le to take it for granted as in the past 


t Suzuki's followers will accept 


atever he cares to offer them. 
Vith his own power base within the 


y showing some ominous cracks 


і with the LDP's position in the Diet 
perilled by an almost equal balance 
en its own parliamentary 





th and that of the opposition, 
sone may feel tempted to look 


e the party for help from some of 


' *middle-of-the-road" opposition. 


ties which have shown sympathy 


some of his domestic and foreign. 
cies. But here again, there are 


oubts about the extent of the prime 
nister's room for manoeuvre. 


f the three main centre parties at 
leastone, the Komeito (Clean Gov- 


ent) party has admitted to having 


contacts with the anti-Nakasone 
camp in the LDP, while the Democra- 
Socialist Party may also have been 
sympathetic to the dump-Nakasone 
iovement. The New Liberal Club 
VLC), an eight-member conservative 


splinter group which joined a coalition. 


h the LDP immediately after the 

ling party's near defeat in the De- 

mber 1983 general election, is be- 

ved to be still "loyal" to Nakasone, 
ven here there are problems. 

ie headache facing Nakasone dur- 


g the cabinet-making process, which 
ill follow immediately his re-election: 





party leader, will be to decide whe- 
er he can afford to give away the one 
binet post that will keep the NLC 


in the governing coalition. If he 


s not to do this and instead in- 
“the NLC to merge as a full 
ber of the LDP, he will earn points 
some of the anti-mainstream fac- 

15 that have always disliked the co- 
n arrangement. The NLC, how- 





тапа Nakasone will probably be in 
position to- dispense with the 


er party's — Suppor in lower- |. 


ecommitees.  . 

Nakasone gets his sums right dur- 
g the cabinet-making process and if 
Yer LDP faction leaders decide to let 


nes Бе: ‘bygones, the prime minis- 


r may yet be able to look forward toa 


uccessful and active second term — in 


ch some of his favourite objectives, 


uch as increasing Japan's ability to’ 


lefend itself and reforming the na- 
ion's education system, can at least be 
partly realised. 





ms unlikely to take up such an. 
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Аз Marcos and the military hit back at the Agraval board 


By Guy Sacerdoti in Manila 


ublic reaction to the contents of the 


“two separate reports of the Agrava 
board of inquiry into the assassination 
of opposition leader Benigno Aquino, 
so far, has been positive, with many 
people expressing satisfaction at the 
findings. 

But, at the same time, senior military 
officers and the presidential palace 
have launched an apparent. campaign 
both to discredit the board's findings 
and shore up support for the two top 
military officials implicated — armed 


forces chief of staff Gen. Fabian Ver 


and chief of the Manila metropolitan 
command Maj.-Gen. Prospero Olivas. 
Meanwhile, the special court and 
prosecutor designated by President 
Ferdinand Marcos to handle the trials 
have begun to face the twin problems 
of developing a system capable of pro- 
cessing the voluminous testimony re- 
ceived from the board and maintaining 


enough political independence — asan 


untried judicial arm — to give cre- 
dence to its eventual judgment. 

In the week following the release of 
the two reports (REVIEW, 1 Nov.), both 
the military's reaction and the court's 
problems have cast uncertainty 
the ability of the judicial system to re- 
spond with speed and without partisan 
bias to the recommendations of the 
majority report, which implicated 25 


military personnel and one civilian in 
the assassination on 21 August 1983 at 


Manila airport. The minority report, 
written by board chairman Corazon 
Agrava, suggested a much more limited 
military conspiracy and named as sus- 
pects only Aquino's six escorts and 
Aviation Security Command (Avsecom) 
chief, Brig.-Gen. Luther Custodio. 
Marcos' annoyance at the four-man 
majority findings became evident dur- 
ing an exchange of letters on 24 Oc- 
tober — the day the second report was 
handed to the president — in which | 
Marcos accepted Ver's offer to take 


leave of absence pending the outcome | 
of any legal action. Ver wrote to Mar- | 


cos that the majority report's conclu- 
sions “are far-fetched and are no bet- 
ter than a series of inductive argu- 
ments, most of which are not based on 
facts but on imagined evidence and on 
surmises and presumptions.” 

In a stinging accusation against the 
board itself, Ver stated that "the 
wounds now inflicted upon me come 
from an unknown enemy which has 
succeeded in what I consider the con- 
version of the board into a tool to de- 
stroy the protectors of the republic." 
Ver said that as he had done inthe past, 
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majority opinion, the matter goes to the courts | 


he would “live ana work to keep the 
Armed Forces of the Philippines strong 
and vital as a weapon against its 
enemies that are now also trying to de- 
stroy me." Ver concluded by demand- 
ing an immediate and separate trial, 


waiving his right to a preliminary in- 


vestigation. 

Marcos, despite’ Asking. 'all parti- 
sans to suspend all prejudgment of this 
affair" in a statement after receipt of 
the majority report, said in his letter to 
Ver that "the circumstances under 
which the board has chosen to impli- 
cate you in its findings are fraught 


| with doubt and great contradictions of 


opinion and testimony." Joining Ver in 
his attack against the board's credibil- 
ity, he said "we are deeply disturbed 
that on the basis of so-called evidence . 
you have been so accused by some 
members of the board." ; 

Marcos said the board's investiga- 


tion of the Aquino murder “has been ` 


marked overmuch [sic] by trial, by | 

publicity, speculation and innuendo,” 
and that. Ver's “long and distinguished 
record .. . will be sustained and pre- 
served, as fervently believe, when 

your present period of travail is over.’ 
Ver is a distant relative of Marcos and 
was once his driver and bodyguard be- 
fore rising to command the armed: 
forces. | 
Olivas, who like Ver was implicated 
as an accessory to conspiracy in anal- 
leged cover-up — by leading the mili- 
tary investigation, which concluded 
that Rolando Galman acted as a lone 
hired gun of the Communist Party of 
the Philippines in carrying out the kill- 
ing — also complained in a letter to 
Marcos requesting leave of absence, 
that he was never notified that he 
would be accused and thus could not 
defend himself. And, like Ver, he too 
accused the board of being manipu- 
lated. “I cannot but conclude,” Olivas 
said, “that somewhere along the way 
. the Agrava board has been waylaid 


by the enemies of the state. a 
A large part of the military leader- 
. Ship joined the fray on 27 October 
when, following: a tough Marcos 
speech at the Army Reserve Command 
anniversary in Manila — where hesaid 
"there is no indication that [his] ad- 
ministration сап be overthrown by 
either the bullet or the ballot” — 68 of 
the 83 generals in the armed forces is- 
sued an unprecedented “manifesto” 
declaring че "Oye. and 
ا‎ for Мег. = 
The doe 





























ipie: S arate "ire ЗЫ J- 
| ^" үз newspap ge "We are mor- 
ally convin that he is innocent of 
the dastardly crime being attributed to 
him." Critical comment of the mani- 
festo came quickly from opposition 
and legal groups complaining that the 
military should be loyal to the country, 
constitution and civilian government, 
but should find little need to pledge 
unswerving loyalty to any individual. 
Interestingly, topping the list of gener- 
als who did not sign the manifesto was 
Lieut-Gen. Fidel Ramos, Ver's deputy, 
who has taken over the chief of staff's 
job in Ver's absence. 

The controversy over Ver's inclusion 
in the majority report is critical be- 
cause of its implications of involve- 
ment in the assassination beyond that 
of Custodio, as head of Avsecom. 

The opposition's reaction to the 
twin reports carries this argument 
on to Marcos himself. The United 
Nationalist Democratic Organisation 
(Unido), an amalgam of opposition 
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parties led by Salvador Laurel, said on 
24 October that “no one will ever be- 
lieve that [Custodio, Olivas and Ver] 
would order the execution of Aquino 
on their own initiative. Someone they 
could not disobey, someone who had 
the motive, gave the order to kill.” 
Unido called for immediate impeach- 
ment proceedings against Marcos in 
the national assembly: 

Corazon Aquino, the late senator's 
widow, took a softer approach but 
reached the same conclusion in a 
speech before the National Press Club 
on 24 October. Citing 11 instances since 
Aquino's imprisonment upon Marcos’ 
declaration of martial law on 21 Sep- 
tember 1972 (lifted in January 1981), 
she stressed that Marcos had a direct 
hand in whatever decision was made 
concerning him. “Are we now to be- 
lieve,” she asked, “that Mr Marcos is 
innocent of the death of ‘Ninoy’ in the 
hands of the military under his control?” 

But while both the military and the 
opposition have tried to score political 
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findings gic corer Marcos own 


Kilusang Bagong Lipunan party 


been the slowest to react), more im- 
portant will be whether any of this will 
have an effect as cases are drawn up by 
the country’s  Tanodbayan . (om- 
budsman), the government's desig- 
nated prosecutor, against any of those 
mentioned in the Agrava reports. The 
process of preparing the board’s find- 
ings for trial could become a long and 
laborious one, given the inexperience 
of the special court —the five-year-old 
Sandiganbayan — in which any 
charges filed will be heard. 


he Sandiganbayan, which literally 

means “to lean on something,” was 
set up in the 1973 constitution to try 
primarily graft and corruption cases 
brought against government officials. 
It was activated by presidential decree 
only in December 1978 and began 
hearing cases in February 1979. Cases 
are normally shared out between its 
three divisions, 
each with . three 
judges, and its only 
appeal is to the 
Supreme Court. Its 
presiding judge is 
Manuel Pamaran, 
known аз the 
"hanging judge” 
for judgments dur- 
ing his eight years 
on the circuit cri- 
minal court in 
Manila from 1968- 
76. Sources in the 
judiciary say that 
while the court has 
so far ferreted out 
some graft and cor- 
ruption cases, it 
has mostly gone 
after “the small fry 
who have been left 
in the political cold.” 

The Aquino case, thus, would be by 
far the biggest thing it has had to 
handle, and questions of the court's in- 
dependence already have been raised. 
With three generals, two colonels and 
three captains leading the list of the 26 
people the majority board found “in- 
dictable for the premeditated killing” 
of Aquino, both opposition parties and 
local businessmen worry about politi- 
cal influence. Pamaran says, however, 
he “doubts Marcos will ask to influ- 
ence our decision.” 

But before the Aquino case moves to 
the Sandiganbayan it must pass 
through the Tanodbayan, which could 
be more sensitive in terms of the 
board's findings. The Tanodbayan, 
Bernardo Fernandez, must determine 
first if there is reason to bring criminal 
charges from the evidence cited in the 
two Agrava reports. If. he finds no case 
for Ver to answer, the case will be dis- 
missed before it even reaches the San- 
diganbayan. 








he has set up a special panel of inves- 
tigators to evaluate the evidence. It is 
not clear how long this process will 
take, and Fernandez will have to prove 
to the public — as did the Agrava 
board during its hearings — his inde- 
pendence from political pressure. Two 
of the three-man investigation panel 
named, deputy Tanodbayan Manuel 
Herrera and Pasay City legal official 
Ernesto Bernabe, are known to have 
had links with palace and military of- 
ficials in the past. 

Under the Tanodbayan's rules, any 
further investigation needed before 


charges are filed is done by three mili- 


tary investigating services: the Na- 


tional Bureau of Investigation (which _ 


figured prominently in the military's 
report on the assassination), the 
Philippine Constabulary’s Criminal 
Investigation Service (also cited in 
some of the Agrava hearings) and the 


National Intelligence and Security Au- 


thority (still headed by Ver). 

This could create problems for Fer- 
nandez, though, as he told the REVIEW: 
"I will try to insulate myself from in- 
fluence.” п 


A wink and 
a nudge... 


The US State Department warns 
Marcos, despite an apparent 
difference of opinion with Reagan 


By Nayan Chanda in Washington 
he discreet pressure that Washing- 
ton has been exerting on Philip- 

pines President Ferdinand Marcos to 

introduce political and economic re- 
form, spilled into the public domain at 
the end of October. The release of the 
minority report of the Agrava board on 
the murder of opposition leader Be- 
nigno Aquino was quickly followed by 

a strong State Department statement 

urging Marcos to act on the more- 

damaging majority report that was 
about to indict his close confidant, 
armed forces chief of staff Gen. Fabian 

Ver. 

The unusually prompt State Depart- 
ment comment on a purely domestic 
Philippines matter was meant not only 
to pressure Marcos to prosecute Ver, 
but also to correct the impression of 
United States support for Marcos 
being seen as the only alternative to 
communism, as implied by President 
Ronald Reagan during a presidential 
debate on 21 October. 

While Reagan acknowledged that 
"there are things there in the Philip- 
pines that do not look good to us from 
the standpoint right now of democratic 
rights," he added that the alternative 
was a large communist movement. The 
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eemed, in one off-hand remark, to 
rifter away the policy that the State 
epartment and other agencies have 
een patiently building up in the hope 
f a peaceful and democratic transi- 
on from Marcos rule. Sources pri- 


he opportunity to put his personal 
tamp on a policy that had been pur- 
ed since the assassination of Aquino 

the distancing of the US from Mar- 


Reagan's casual dismissal of non- 
munist opposition was particu- 
ly embarrassing as it came after his 
eting with Cardinal Jaime Sin, the 


or East Asian and Pacific affairs, 
plained that what Reagan was try- 
g to say was "let's work with this 
overnment, let's not try to undermine 
t. but at the same time let's put very 
trong advice, even in appropriate 
ases pressure, to produce change. 
here's a lot of change we need to see 


“Wolfowitz also . recalled what 
Reagan seemed to have forgotten — the 
president's meeting with Sin. "The 
cardinal told him about his views of 
the situation, and [they are] certainly 
different from Marcos’,” he assured a 
adio interviewer. "The president 
nows that there is a strong, moderate, 
e element in the Philip- 


ine 3. A 





airman, “Corazon pubes oo. 
ven military personnel of a plot to 
irder Aquino gave the State Depart- 
nt an opportunity to drive home to 
‘cos its concern over developments 
he Philippines through an unusual 
ement. 

Sources said the State Department 
as concerned that by quickly agree- 
g to prosecute the seven named by 
'rava, Marcos might be trying to ig- 
the majority report that named 








In its statement, the State Depart- 
nt said: “We expect that the Philip- 
ne. Government will take equally 
ift action following the submission 
f the majority report, which we 
derstand will be released tomor- 
we 

„After Marcos agreed to prosecute 
and others named in the majority 
sort, the State Department praised 
he Agrava board for “an impressively 
thorough investigation" and wel- 
comed Marcos’ move as a positive ac- 
‘tion. State Department spokesman 
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Administration officials shook pue a 
eads in despair as the president | 


ately lamented that Reagan wasted 


rchbishop of Manila and a strong cri- | 
ic of the Marcos regime. Later, Paul | 
olfowitz, assistant secretary of state 


ment has so far ignored what they con- 





ЭШЕ taining the cautious or a 
State Department source said: 
"Knowing Marcos, we can't be certain 
he does not have something up his 
sleeves. We simply have to act accord- 
ing to what may come.” The source 
added that the White House has ex- 
pressed full support for the State De- 
partment's position. 


n order to minimise the damage that 


Reagan's remarks may have caused to 
the US image in Filipino eyes, the State 
Department authorised the US Am- 
bassador to the Philippines Stephen 
Bosworth to make his toughest speech 
to date on the need for dismantling au- 
thoritarian government in the Philip- 
pines. 

Speaking at the Manila Rotary Club 
the day after the release of the majority 


report, he said — with obvious allusion 
to Marcos — "we are intensely suspi- 
cious of the concentration of power. 
either economic or political. We place 
our faith, therefore, in a system of ac- 
countability which is based on the 
openness and transparency of govern- 
ment, the zeal of a free press and the 
integrity of an independent judiciary.” 

Bosworth pointedly referred to the 
situation in Iran before the fall of the 
shah and warned that “those countries 
in which power is concentrated in the 
hands of a few and which lack institu- 
tional mechanisms to assist internal 
compromise are less able to accommo- 
date pressures for change. Change may 
be resisted, but when it breaks through 
— as it inevitably will — it disrupts 
societies and even tears them asun- 
der." 

However, congressional sources fol- 
lowing the Philippines situation ex- 
pressed concern that the US Govern- 
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ment, which, has now ; been eut short 
would have helped give him national 
stature. 

The sources also expressed doubt 
that Marcos would properly carry 
through the prosecutions. “He would 
most probably string them out over a 
period of months, divert attention to 
legal details and then find a way to ab- 
solve Ver,” the sources said. State De- 
partment sources are less resigned to 
this being the only likely course. They 
point to the. indications that Ver may 
be waiving his right to a preliminary 
investigation and seeking a speedy 
trial. 

At least some official analysts are 
sceptical that any hard evidence could 








be produced to prove Ver's involve- 
ment in plotting the murder. A charge 
of a cover-up of his subordinates' ac- 
tion could perhaps be sustained, but 
that would produce a less severe 
punishment. 

Meanwhile, Washington is pleased 
that Gen. Fidel Ramos temporarily has 
been put in charge of the army. The US 
would clearly like to see Ramos take 
action to clean up the army and restore 
its morale, but there is doubt whether 
he will undertake the long-needed re- 
forms; he may simply stay on as а 
caretaker. 

Whatever Marcos chooses to do: ne 
can be certain of one thing: Uncle Sam 
will be watching-him closely and will 
not hesitate to push. and nudge if the 
direction he chooses is not towards 
democratisation. As Bosworth em- 
phasised, a “functioning democratic 
system" must be-.achieved in the 
is. the реса 
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USS1,200000 
„Increasing {О 
US$1L500,000 


Top Protection For Business Travellers 

As a frequent traveller, you are no doubt concerned about the 
quality of your travel accident insurance which must give you 
maximum protection not only in value, but also maximum 
protection in scope. 


At the International Airline Passengers Association, we understand 


the needs of the frequent traveller, and have custom-designed 
through the world-famous Lloyd's of London a competitive and 
high-value travel accident insurance for our over 100,000 elite 


members in 174 countries. Because of our large-volume purchasing 
power, IAPA/Lloyd's rates are also the lowest available anywhere. 


High Value Plus Automatic Bonus 

In your first year, you may select cover up to US$1,200,000. 
This is more than three times the amount normally available. 
Your renewal bonus then pushes this up, at no additional cost 
to you, by as much as 25% after three years to as high as 
US$1,500,000! 

Your unique IAPA/Lloyd's cover protects you 24 hours а day, 
365 days a year — whenever, wherever, and however you travel 
as a ticketed and/or fare-paying passenger by air, land, or sea on 
any officially licensed common carrier: planes, ships, ferries, 
taxis, helicopters, hovercraft, commuter trains, tubes, buses... 


Your |APA/Lloyd’s cover pays out in addition to any other 
insurance you may have, and provides you with three additional 
benefits: Hospitalization pays up to 30 days for covered 
accidents; disability benefits start on the 13th month for a 
maximum of 60 months; and dismemberment is also included. 





Ol J want to join IAPA! 


Please enroll me as an ІАРА member. | understand my membership 
becomes effective on the date my payment is received. | have ticked 
below the membership class | require. | will receive a BONUS cover 
age for uninterrupted membership which increases my coverage by 2596 


after three years 




















Annual USS 4th Year Daily Monthly 
Membership 1st Year Coverage Including Hospital Disability 
as Foe Coverage Automatic Bonuses | Benefit | Benefit 
О USS580 US$1,200.000 | — US$1,500,000 __085150 |  UsS4,800 
Lj 055400 USS 800.000 US$1,000,000 USS100 | USS3,200 
| 1 USS220 USS 400,000 USS 500,000 USS 75 USS1,600 
O US$130 USS 200,000 US$ 250,000 USS 50 USS 800 
LJ] USS 85 USS 100,000 USS 125.000 USS 50 USS 400 | 
LJ USS 63 USS 50,000 USS 62,500 PT. uss 25 | 055 200 | 
insurance effective upon receipt of payment. Hospital benefits pay up 


to 30 days for covered accidents. Disability starts on 13th month for 
maximum 60 months. All member benefits and services apply 


[] Cheque enclosed (make payable to ТАРА) C] Bill my company 
Charge 

t ^ , “I r1 vc Я 
O American Express O MasterCard O Visa LJ Diners LJ Carte Blanche 


Credit card number - 
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Prestige e Savings e Comfort e Convenience 
When you join I APA, you are a recognized traveller. Depending 
on the travel protection you require, you select your own level 
of membership, and you will automatically enjoy a full range 
of practical IAPA benefits and services: 


* Preferred VIP rates at over 2,000 international hotels 
* Substantial savings at leading car rental agencies 

* Worldwide luggage protection and retrieval service 

* Access to IAPA airport lounges 

* Free “members-only” travel magazines and newsletters 


Savings from the above benefits alone will help recoup the cost 
of your membership fee, but we do more for you 


The World's Oldest, Largest, And Most Influential 
Travellers Association... It Makes Sense To Belong 


When you join IAPA, you are no longer a lone traveller becaus: 
you have the strength of over 100,000 fellow members right 
behind you. Your concerns are important. Your opinions coun 
As the world's oldest travellers association (established іп 196 
we have constantly spoken out on behalf of our elite member 
ship for greater travel safety, comfort, convenience, and econo) 
Join now and get the strength of [APA behind you! 


Your Satisfaction Guaranteed, Or Your Money Back! 


Your satisfaction is important to us. If for any reason you are 
not happy with your membership, notify us for an immediate 
refund, 
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Fill in and mail to: International Airline Passengers Association 
lll P.O. Box 20282, Hennessy Road 

От B O. Box 113, London SWIP IDI 

OF a. O. Box 660074, Dalla [exa 1526 


Mr/Mrs/Ms_ 
Date of birth 
Company 
Title 
Address. 


City__ 
Home p! 
Beneficiary. 
Relationship 


Signature 
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SIA is the very first airline in the world to fly both the 
incredibly innovative A310 and the new generation B75 


And starting December, you can enjoy the superior 
comfort and efficiency of thece remarlahli nour Deatt an 
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1itney-powered aircraft across Asia. Together with 
3 TOP, the biggest, most advanced 747 of all, they 
l | keep Singapore Airlines way ahead with the most 
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HILTON INTERNATIONAL 


Seis Beautiful surroundings. Attentive service. 

Everything you need to conduct your business affairs. 
Restaurants to relax and entertain in, with a tempting array of regional dishes. 
After more than 20 years experience in Asia and the Pacific, 
we make the most hectic trip seem serene. 

Call your travel agent, any Hilton International hotel 
or Hilton Reservation Service. 





Hong Kong. Seoul. Taipei. And the new Tokyo Hilton International opening September 1, 1984. 





WHERE THE WORLD IS AT НОМЕ" 









| SAUDI RIAL Foreign exchange trading 
with Banque Indosuez: a who- 
le world of opportunities. Saudi 
rial in Saudi Arabia, yen in 
Japan; Banque Indosuez has 
been present in these two 
countries for over 35 years and 
handles these and other cur- 
rencies daily. 

Banque Indosuez owes its 
efficiency to a network cove- 
ring 65 countries with roots 
going back in some cases to 
the last century. 

Saudi rials, yens, francs, 
dollars, marks, liras... Banque 
Indosuez traders are specia- 
lists in international financing 
and foreign exchange, offe- 
ring expert assistance in the 
most complex transactions. 

A French international 
bank with human dimension, 
a reliable partner aiding busi- 
ness to expand, providing 
trade and export financing: 
Banque Indosuez opens up a 
whole world of opportunities. 




































INDOSUEZ. 
A WHOLE WORLD 





OF OPPORTUNITIES. 
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BANQUE INDOSUEZ 
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| Alpine road to make your heart beat faster with joy. \ 


| Imagine a luxury sedan with all the power, road holding 


/ and cornering ability you want. 
Imagine the looks you'd get. 


VOLVO \ 


74D GLE (2.8 litre, V-6 petrol, 156 hp DIN/115 kW DIN). Specificotions moy differ from market to morket. For further information, please conlpct: 
BRUNEI: United Motors Sdn Bhd, Bandar Seri Begawan, HONG KONG: Cimbrio Motars Ltd, INDONESIA: Pt Central Sole Age 


! Tokyo, MALAYSIA: Federal Auto Holdings Berhod, Kuala Lumpur, SI 
sonal export, please contact your neorest Volvo Deoler or Volvo Tourist & Diplomat Soles, 


S-405 08 Göteborg, Sweden 


THAILAND: Swedish Motors Corporotion Ltd, Bongkok For per 
/ 
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VOLVO 760 GLE — BUILT ON TRADITIONS YOU CAN TRUST \ 


APORE: SM Motors Pte Lid, TAIWAN: Cannon Taiwan Limited, Taipei) 
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Five reasons why businessmen in over 
90 countries deal with Lucky-Goldstar 


























ucky-Goldstar is be- 

coming known as a 
name to be trusted in 
some of today’s most 
important fields. Here 
are some of the reasons 
why more and more peo- 
ple are seeking out 
Lucky-Goldstar. 


Integrated Action: - 


| : | Superb coordination among member companies 
T UN i Р | EE working in à broad range of fields enhances the 





Lucky-Goldstar's capabilities. 





Healthy 

Growth: — 
Lucky-Goldstar has 
grown steadily and im- 
pressively during the 57 
years since its establish- 


ment—even in times of 
| worldwide recession. 
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AnEyeto | 
the Future: 


Lucky-Goldstar's 
average for invest- 
ment in research is | 
3% of sales and going 4 
up all the time. In Å 
some fields, the 
figure is already as 
high as 7%. 


Financial 
А Soundness: 


| No Korean busi- 
| nessconglomer- 
‚ ate can claim 
greater reliabil- 
| ity in its finan- 
cial dealings 
| than Lucky- 
Goldstar. 
And we can back 
this up with hard 
facts. 


- Successful Partnerships: 


. A dozen of Korea's top joint ven- 
tures are Lucky-Goldstar com- 
panies, and partners include such 
well-known names as Caltex, 
AT&T Technologies, Siemens, and 
Hitachi. 


LUCKY-GOLDSTAR "^ 


Chemistry і L ucky, Ltd. C Lucky Conti nental Carbon Electricity, Electronics and Telecommunications C | Gold Star Co., Ltd. [i Gold Star Cable Г] Gold 
Star Tele-Electric L] Gold Star Electric C] Gold Star Instrument & Electric Г] Gold Star Precision O Shinyeong Electric] Gold Star Semiconductor [2Gold Star- 
Alps Electronics Energy and Resources | |Honam ОП Refinery | | Korea Mining & Smelting Construction and Engineering [Lucky Development O Lucky 
Engineering Insurance, Securities and Finance | Lucky Securities Г) Pan Korea Insurance C] Pusan Investment & Finance C Gold Star Investment & 
Finance Trade and Distribution  cky-Goldstar International | | Hee Sung Public Service! | The Yonan Foundation] The Yonam Educational Institute 
Sports | Lucky-Goldstar Sports 











To find out more, contact Lucky- 
Goldstar International Corp., 58? Nam- 
daemun-ro 8-ga, Chung-gu, Seoul 100, 
Korea. CPO Box 1899. Phone 777-8097. 
Telex LGINTL K27266. 

Cable FOURCLOVER SEOUL. 
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DAVID JENKINS 


Ships on the Saigon River: a sense of inertia and drift. 


Ex“ austed by war, the country now faces a host of new problems 


A country adrift... 


By David Jenkins in Hanoi 


=] Tet, the lunar New 


Е. 


Year. is always a 
portentous time in 
Vietnam. when fam- 
ilies gather together, 
gifts are exchanged. 
well-wishing calls 
made, pagodas visit- 
ed and great care 
taken to ensure that 
all misfortune will 
be averted during the coming 12 
months. 

And when Vietnam's nearly 60 mil- 
lion people welcome in the Year of the 
Ox on 21 January, they will have added 
reason to celebrate. In April it will be 
10 years since a Vietnamese army tank 
crashed through the gates of the presi- 
dential palace in Saigon (now Ho Chi 
Minh City), laying the basis for the 
reunification of a country which had 
been divided for 21 years. 

In September, it will be 40 years 
since Ho Chi Minh, who in 1930 had 
united various warring communist 
factions to found the Indochinese 
Communist Party, proclaimed Viet- 
nam's independence from France. This 
year the country has celebrated the 
30th anniversary of the fall of French 
forces in the Dien Bien Phu valley and 
is preparing to commemorate the 40th 
anniversary of the People's Army of 
Vietnam. 

Those events aside, the Socialist Re- 
public of Vietnam has precious little to 
celebrate. Although the country recent- 
ly has notched up some important suc- 
cesses in food production — thanks 
largely to the introduction of hotly 
debated incentive schemes for farmers 
— it is faced with problems on almost 
every other front. 

The Vietnamese army is bogged 
down in debilitating military opera- 





tions in neighbouring Cambodia, 
nearly six years after it invaded that 
country — installing former Khmer 
Rouge leader Heng Samrin as its cho- 
sen successor to its former ally Pol Pot 
— and is continuing to come under 
strong Chinese pressure on its north- 
ern border. 

Population is growing virtually un- 
checked; industrial output, particu- 
larly in heavy industry, is discourag- 
ing; corruption and pilfering are ram- 
pant, and the north is having continu- 
ing difficulties in its attempts to ab- 
sorb the free-wheeling and still inde- 
pendent-minded south. On top of that, 
the nation's nominal foreign-exchange 
reserves stand at a mere US$16 mil- 
lion, while its foreign debts arean esti- 
mated US$4.5 billion. 

Perhaps most serious of all, the 
country exudes a sense of inertia and 
drift — as if exhausted by its 30-year 
war and unclear about the way to get 
things moving again. "I think they are 
tired as a people," said a diplomat in 
Hanoi. "Historically, unless Vietnam 
was not under a lot of outside pressure 
there was always a sense of inertia. 
They were always looking to the past. 1 
think the combination of the war, their 
history and the system have been too 
much for them. The Vietnamese are 
like a very thin wire which needs to be 
energised. When it is, you get tremen- 
dous energy." 

For the moment, there seems to be 
very little that is energising the Viet- 
namese system, save perhaps the offi- 
cially sanctioned kulak self-interest 
that has been motivating peasants to 
grow more rice far more successfully 
than any number of earlier exhorta- 
tions from party and state leaders, and 
any number of declamatory articles in 
the state-controlled press. 


None of this is to suggest — as China 
and various Asean countries are wont 
to do — that the Vietnamese are likely 
to crack under the pressure. Far from 
it. The Vietnamese are inured to 
hardship and suffering, and there is 
not the slightest indication that the old 
men of the politburo, many of whom 
have been in harness for up to half à 
century, see the need for any radical 
departures in policy — least of all on 
Cambodia. 

“There is a sense of doggedness and 
determination in the government," 
noted one source. "There are circular 
arguments leading nowhere on Cam- 
bodia but they are not going to 
change." Nor is there much sign of 
change on any other front 


were first broached at the sixth 
party plenum in late 1979, are 
proof that new avenues are being 
explored as the nation seeks to over- 
come its economic difficulties. But 
there is little other evidence, cynics 
suggest, that the men who govern Viet- 
nam have had an original idea for four 
or five decades. 
Their great success was to galvanise 
a nationalist struggle that successfully 
won independence and reunified à 
country; goals cherished by almost all 
Vietnamese. But they are men unfamil- 
iar with economics — there is not one 
economist in the politburo — and ill- 
equipped for the task of building à 
modern nation-state 
^I see this regime as most interested 
in just worshipping at the shrine of Ho 
Chi Minh as the man who built the 
country," said a Western ambassador 
in Hanoi. "They are not interested in 
doing anything. There is no sense of 
dynamism. These are people in their 


T: new incentive schemes, which 


a ۰ T 






Da 


* " $ 













b: 
Я s 


} - 
م 


E. 





ЧАД. 


45 i > 
E 

T. 
] ү, 


p а >ы uv ЕЧ 
J5, and as eve 
= Cru Y 


country goes 


Dien Bien Phu generation — 
not very well educated, not 
very innovative, not able to 
bring about change. And 
though younger cadres, edu- 
cated in the Soviet Union or 
elsewhere, may know the coun- 
try is missing out, they are not 
really in a position at this stage 
to do much about it. 

Few would argue that there 


is a Deng Xiaoping waiting in the 


_ Wings to revitalise the system. Vo Van 
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—- beyond the economic front. 


| nyone who harboured thoughts 
Ae a still-greater realignment 


— Kiet, deputy prime minister in charge 


of economic planning and the polit- 
buro member most associated with the 
latest reforms and incentive schemes, 
is the only visible old man in a hurry. 
But there is no evidence that he has 
ambitions to extend his influence 





of the economy would have to 
contend with the more doctrinaire and 
old-fashioned leaders who find even 
the Kiet-style reforms a threat to so- 
cialist orthodoxy. "Given a choice be- 
tween two policies, open or closed, they 
will always choose to clamp down," 
claimed one source in the capital. 
According to one analyst, the influ- 
ence of "Nguyen-dynasty formalism" 


_ Îs still strong. “What experience have 


m 


. System?" 


the Vietnamese ever had of a dynamic 
this source asked. "Thev 
have had the Nguyen emperors, the 
French and then the war. So they are in 
a way the victims of their own history." 

In these circumstances, it is perhaps 
not surprising that there appears to be 
a good deal of unfocused dissatisfac- 
tion among younger cadres. Many re- 


_ turn from East Germany or the Soviet 


Union with high-level skills and are 
then, in any meaningful sense, lost to 
view, hanging around coffee shops, 
working as interpreters and so on. 
"There is a sense of frustration, par- 
ticularly among young people," said 
one source. “The old are just too tired.” 
At the same time, this source pointed 
out, "there is a tremendous sense of 
cheerfulness, an ability to adapt. You 
see it at Tet, in all the bright clothes. 
The family system is still very strong." 
Given its pressing economic and so- 
cial problems and its strained relations 
with its neighbours, Vietnam is virtu- 
ally obliged to maintain a successful 
working relationship with the Soviet 
Union. Moscow provided Hanoi with 
at least US$1.45 billion during the first 
post-war five-year plan (1976-80) — 
some estimates put the figure as high 
as US$5.5 billion for economic and 
military aid — and, according to the 
best estimates, it is still provid- 
ing something in excess of US$1 











City: frustration among the 





billion a year in non-military aid. 

Moscow meets all of Vietnam's fuel 
needs and provides almost all its fer- 
tiliser and heavy equipment. Soviet 
engineers are at work on the massive 
Thang Long bridge over the Red River 
in Hanoi and are helping in the con- 
struction of a number of other major 
projects, including hydroelectric- 
power stations. 

On the military front, the Kremlin is 
said to have supplied Hanoi with ad- 
vanced Mi24 Hind combat helicopters, 
Su22 swing-wing fighter aircraft, mis- 
sile-attack boats, tanks and a variety 
of surface-to-air missiles (REVIEW, 6 
Sept.). 

In return the Soviets have been 
granted use of the United States-built 
deep-sea port at Cam Ranh Bay, 175 
miles northeast of Ho Chi Minh City. 
This gives the Soviet Pacific fleet a con- 
venient anchorage — Hanoi insists there 
Is no question of a base existing — and 
a much sought-after reconnaissance 
capability. At the last count, 20-26 
Soviet surface ships and four to six 
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There are also Said #0) 
about. four Tul42 Bear. 
range patrol aircraft reg 
deployed in Vietnam ona fwo- 
month rotational basis from 
Vladivostok. These aircraft 
carry out maritime surveil- 
lance of submarine and surface 
shipping across a wide arc of 
the South China Sea and have 
an electronic  intelligence- 
gathering capability which 
can probe the radar and air de- 
fences of neighbouring Asean 
countries. 

US officials also claim that Moscow 
has “a constant presence” in Vietnam 
of about nine Tul6 Badger medium- 
range bombers. In early April, 400 
Soviet marines joined Vietnamese 
troops in an amphibious-landing exer- 
cise near Haiphong, the first publi- 
cised joint exercise between the two 
countries. 
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Биго, believing that continuity is a 
definite plus, are thought to have 
been well pleased with the ascension of 
Konstantin Chernenko, satisfied that 
the new Soviet president will take a 
hard line on any Chinese demands and 
not leave Vietnam out on a limb. At the 
same time, Hanoi appears to believe 
that the Kremlin is treating it well 
economically. (There is a good deal less 
enthusiasm for the East Europeans 
who, though they chip in to the tune of 
about US$500 million a year, are 
thought, correctly, to be dragging their 
heels somewhat on aid to Vietnam.) 
And though there are periodic re- 
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Abstemious ‘monks’ lead 





a party under pressure 


Hoang Tung was 10 
years old when the 
Communist Party of 
Indochina was es- 
tablished in 1930 
and 20 when he was 
arrested and sent to 
the Zen Lao prison 
for five years for his 
anti-French ac- 

: tivism. He did cor- 
vee work, hauling carts loaded with 
stones alongside such men as Nguyen 
Co Thach and Van Tien Dung and be- 
came a member of the communist 
party in 1943 at the age of 23. 

Today, Thach is Vietnam's Foreign 
Minister and Dung is Defence Minis- 
ter. Hoang Tung, who was editor-in- 
chief of Nhan Dan, the party daily, for 
more than three decades (1950-82). is а 
member of the party secretariat under 
party secretary-general Le Duan. 


ta га "Ti 





Heis an unassuming man who dress- 
es in an open-neck shirt and slacks, 
carries his papers in a cheap plastic 
carrier-bag and who perches in the 
front seat next to the driver as he is dri- 
ven about town in à small East Euro- 
pean version of a Fiat. He is the sort of 
man who might easilv be mistaken for 
a schoolteacher or minor functionary. 

In short, Hoang Tung seems in every 
way the very model of the modern Viet- 
namese apparatchik: tough-minded, 
abstemious in his ways, giving expres- 
sion to that sense of frugality, self- 
abnegation and the quest for socialist 
purity which hàs become the hallmark 
of the men who Have ruled Vietnam for 
the past four decades: 

Thach, though somewhat more deb- 
onair, is a party member cut from the 
same cloth. One of his favourite lines is 
that he does not even own the business 
suit which he wears when he goes call- 
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ports of disharmony between Soviet 
and Vietnamese officials working on 
joint projects, most Vietnamese seem 
to accept the Soviet presence as a fact 
of life for the time being — partly, no 
doubt, because the Soviets maintain a 
fairly low profile. 

In ideological and planning terms, 
the Vietnamese have much in common 
with the Soviets. Their ideology, as far 
as they have any, is fundamentally of 
the old-fashioned Soviet kind. And 
their ideas about building the economy 
are very much in line with those 
adopted by the Soviet Union in the 
1930s. Any Soviet economic advice 
tends to be highly orthodox and inflex- 
ible. The emphasis of Soviet aid is on 
trying to create the necessary infra- 
structure for industrialisation. 

"It's the Dnieperstroi Dam all over 
again," said one source. "The Soviets 
like big projects. It's good PR and it 
makes sense." One problem, however, 
is that whilethe power plants are going 
in, not much is being done to build the 
grids that will carry the power. 


ing on his opposite numbers in other 
countries; that, he savs, belongs to the 
Foreign Ministry and must be returned 
at the end of the day. 

It is hard to imagine many non-com- 
munist Southeast Asian leaders ever 
quite coming to terms with this austere 
way of life, and many would doubtless 
wince at the thought. The Hanoi 
leadership. made up of men who have 
weathered up to five decades of tur- 
moil, sets the most rigorous standards 
for its 1.7 million party members, de- 
manding probity of the highest order. 
As Hoang Tung likes to say, "we are 
somewhat like monks. " 


he trouble is that Hanoi is having 

difficulty maintaining the priest- 
like standard of purity it demands 
from its cadres. One major problem is 
backsliding. "After decades of self- 
sacrifice and deferred gratification,” 
David Elliott, an American analyst, 
noted in the late 1970s, “even dedi- 
cated cadres may waver in the face of 
gearing up for new challenges just as 
they catch their breath from the stag- 
gering efforts that they have expended 
in winning the war.” 
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Another problem is that insufficient 
attention is given to vocational train- 
ing. 

Whatever the extent of Soviet sup- 
port, few would argue that the Viet- 
namese have any intention of sacrific- 
ing their sovereignty on the altar of 
economic and military necessity. 
"Does anyone truly believe that after 
having paid such an immense price foi 
our freedom in blood, sweat and tears 
we would hand over that newly won 
independence to someone else?" Pre- 
mier Pham Van Dong asked a Western 
journalist in May. 

It was precisely because Hanoi 
wanted to preserve that freedom and 
independence that it had friendly rela- 
tions with the Soviet Union, Dong 
argued. The Soviet Union respected 
Vietnamese independence and had 
extended the hand of friendship to 
assist in the areas of defence and deve- 
lopment. "Vietnam," he said, "is like a 
bird in the sky — flying free. It needs 
its flock for support and assistance 
but it is always free." 


Another major problem is corrup- 
tion, partieularly among cadres sent to 
the south. Some of these partv mem- 
bers are said to have become so 
thoroughly corrupted by the free- 
wheeling ways of the south that their 
superiors feel it is better to leave them 
where they are rather than have them 
— and the problem — brought home to 
the north. 

Meanwhile, the party is charged 
with the task of integrating the south 
at a time when its membership lists re- 
flect a serious shortage of southern 
cadres, At the fifth party congress in 
March 1982, the party was declared to 
have 1.6 million members. Of this 
number, according to a diplomatic 
source, onlv 200-300,000 were thought 
to have been from the provinces of 
what was formerlv South Vietnam. 

This, according to sources in Hanoi, 
is largely a result of the Phoenix pro- 
gramme — a CIA-supported assassina- 
tion campaign which inflicted severe 
losses on party cells in South Vietnam 
— but partly too because so manv 
southerners were killed in military 
operations. In the earlv 1960s, accord- 
ing to one report, there were around 
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The EURO-ASIA CENTRE is an independent, 
non-profit making organization created by 
INSEAD, Europe's largest business school in 
Fontainebleau, France. Over the years, more 
than 1000 executives have participated in 
seminars run by the Centre in Europe and 
Asia and taught by faculty members, many of 
whom have lived and worked as managers, 
academics and consultants in the region. 


















Over the next 12 months, the Centre will or 
ganize the following programmes 






HUMAN RESOURCE MANAGEMENT IN ASIA 
For Asian and European managers 
Singapore, December 10 to 14, 1984 


MANAGEMENT AND MARKETING SKILLS FOR 
THE GROWING ECONOMIES OF ASIA 
For European managers 
Fontainebleau, 
Februar 4 to $, I985 


JAPANESE STRATEGIES AND STRATEGIES 
FOR JAPAN For European managers 

Fontainebleau, 
February 4 to 8; 1985 








JAPANESE INTERNATIONAL MANAGEMENT 
PROGRAMME For Japanese managers 
Tokyo, February 25 to March 8, 1985 


HONG KONG INTERNATIONAL EXECUTIVE 
PROGRAMME 

For Astan and European managers 
Macau, March 3 to 15, 1985 




















MANAGING PEOPLE AND CHANGE IN ASIAN 
ENVIRONMENTS 

For Asian and European managers 
Macau, March 10 to 15, 1985 


ASIAN INTERNATIONAL EXECUTIVE PROGRAMME 
For Asian and Europeun managers 


Singapore, March 18 to 29, [985 


EXPORT MARKETING AND INTERNATIONAL 
STRATEGY For Asian managers 
Singapore, March 25 to 29, 1985 


INDONESIAN ADVANCED MANAGEMENT 
PROGRAMME 

For Indonesian senior managers 
Jakarta, August 26 10 September 6, 1985 


WHAT CAN ASEAN ENTERPRISES LEARN 
FROM JAPAN 














For managers ir ASEAN countries 
Singapore and Japan 
February 23 to March 4, 1985 


For further information, contact 


EURO-ASIA CENTRE, INSEAD 
Boulevard de Constance 
77305 Fontainebleau, France 


Telex 690389 — Telephone (6) 422 48 27 
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` stood at only 200,000. 
- Among those killed 
| were тапу 
~ party'sablest and most 
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In dealing with this 
shortage, the party has 
- found that it cannot 
simply keep sending 


cadres south to make 
up the shortage. For 


_ erners are needed in the north: for 
— another, they are seen by many south- 
— erners to be excessively pushy and doc- 
— trinaire. The other side of this coin, 


analysts note, is that southern cadres 


- have deep roots in their local commu- 


‘nities and have been reluctant at times 
to carry out party policy strictly. 
The shortage of southern cadres not- 


— withstanding, there is a fairly strong 


^ 


_ timate, 25-35% 


southern representation at the upper 
levels of the party. According to one es- 
of the members of the 
central committee are southerners, 


— which would mean there is a dispro- 
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portionately large number of southern- 
ers relative to the number of southern 
party members. Moreover, five of the 
15 members of the politburo were born 
south of the former demarcation line. 


Two others, while northerners, have 
- had long experience in the south. 
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ooked at occupationally, the party 

has а  disproportionately large 
number of army men. Of the 375,000 
party members who joined between 
December 1976 and March 1982, some 
218,000 were soldiers. Women, ethnic 
minorities and urban workers are still 
under-represented. Hoang Tung ex- 
plains the imbalance in favour of mili- 
tary men by noting that everyone is ob- 
liged to serve in the army for three 
years from the age of 18 and that, “to 
ensure the quality of the army, the ag- 
ricultural cooperatives and other 
bodies often send to the army those 
who are party members or members of 
the Communist Youth League.” 

Most army officers, particularly 
those at the upper levels of the com- 
mand structure, are party members, 
according to Hoang Tung, and a col- 


—— onel who commands a division must be 
* a party member. Women account for 
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less than 20% of the membership, 
which is recognised as a “major prob- 
lem.” However, according to the the 
former Nhan Dan editor, the difficulty 
is that when women are young and 
most active they tend to get married 
and have children. 

When Hanoi formally ratified its 
new constitution in 1980, it defined the 
Socialist Republic of Vietnam as “a 
state that is a dictatorship of the pro- 
letariat.” Paradoxically, the pro- 
letariat is not especially well repre- 





‘life 


sented in the party, an omission that is 
explained by party spokesmen as a 
consequence of the fact that Vietnam is 
still largely an agricultural country in 
which workers “make up only 10% of 
the population.” Vietnam has barely 3 
million people in industry and con- 
struction out of a population ap- 
proaching 60 million. 

Meanwhile, Vietnamese leaders still 
appear to be searching for a formula 
which will allow them to rationalise 
the relationship between party and 
state. At the fourth party congress in 
1976, it was declared that “the party 
leads, the people are the masters and 
the state administers,” a concept 
which found expression in the 1980 
constitution. 

In practice the situation is a good 
deal more complex. At every level, one 
comes across officials wearing both 
party and state hats, and it is not al- 
ways clear who is doing what and in 
which capacity. “We say that the party 
leads and the government adminis- 
ters,” Nguyen Khac Vien, an occasion- 
ally outspoken Hanoi publicist, said 
in 1982, “but in fact the party commit- 
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tees have monopolised everything." 

Two years later these observations 
appear as relevant as ever. For exam- 
ple in Ho Chi Minh City, as in other 
areas, the party committee is supposed 
to set the guidelines while the people's 
committee administers. But virtually 
all the21 members of the people's com- 
mittee are party members and many 
are party committee members. 

According to Le Quang Chanh, a 
vice-chairman of the city's people's 
committee, party secretary Nguyen 
Van Linh is in permanent touch with 
the people's committee “to check what 
is going on and give policy guidlines.” 
However, Mai Chi Tho, brother of 
politburo member. Le Duc Tho, is 
chairman of the people's committee 
and a deputy secretary of the party 
committee for Ho Chi Minh City. 

At first. says Chanh, there was a 
blurring between party and state func- 
tions. “We had this problem in the first 
days after liberation. The distinction 
was not very clear." Now the distinc- 


tion is said to be clear, though as 
Chanh noted, *... we must always exert 
self-control.” — DAVID JENKINS 


Nine years after liberation the 


south is still the ‘enemy’ 


In Ho Chi Minh City 
people still say that 
if the traffic lights 
could walk, even 
they would leave 
the country. And 
| they still tell the 
|| story of the passen- 
ger who is offered a 
pair of spectacles by 
=== а vendor at a bus 
station. Declining the offer, the pas- 
senger notes: "Before 1975 I needed 
glasses, but now I see everything 
clearly." 

Such jokes — and there are many 
more like them — are old and in many 
cases derivative, giving every indica- 
tion of having been imported from 
Eastern Europe where this kind of 
black humour provides an outlet for 
some of the frustrations of everyday 
in rigid, repressive and not 





particularly well-managed societies. 

But they do highlight the fact that, 
nine years after South Vietnam's “lib- 
eration,” Hanoi is still facing major 
problems as it proceeds with the as- 
similation of the south. Urban south- 
ern Vietnamese, free-wheeling and in- 
dependent- minded, their living stand- 
ards maintained at artificially high 
levels during thé war, are finding it as 
hard as ever to adjust to the harsh regi- 
men imposed by the northerners. 

Difficulties of adjustment were, of 
course, inevitable. But they were com- 
pounded by Hanoi's plans in the late 
1970s for the rapid — and disastrous — 
socialisation of the south, including its 
attempts to push through the collec- 
tivisation of agriculture, the nationali- 
sation of the manufacturing industry 
and the abolition of all but the smallest 
outposts of private trade. 

These policies i ا‎ the economy 
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to the edge of collapse and d 
| dreds of thousands of refugees on to 
_ the high seas in flimsy fishing vessels. 
— The policies were accompanied by the 
—arrest and detention in so-called re- 
| education camps of perhaps 80,000 of- 
— ficials and soldiers of the administra- 
— tion of former South Vietnamese presi- 
dent Nguyen Van Thieu and by a 
crackdown on bourgeois lifestyles. 
Faced with the consequences of its 
actions, particularly the severe down- 
turn in the economy, the government 
backed away from a number of these 
- policies. But conditions are still bleak 
- in Vietnam — in the more prosperous 
south as well as the north — and the 
bitterness of southerners runs deep. 
—  Declining living standards aside, the 
— most frequent complaint expressed in 
| the south is that Vietnam is a totalita- 
~ rian state and that the government 
maintains round-the-clock surveil- 
lance of the people, particularly in the 
= south, where it still feels a need for 
— constant vigilance. Vietnamese are 
— distrustful of one another, worried by 
- the thought that a neighbour or friend 
- might be a police informer, and are not 


A 





_ permitted to meet foreigners (unless it 
€ İS in connection with their business) 
~ without permission, which is almost 

- always refused. 
~ [fthey work in a government agency 
апа want to send a letter abroad they 
— must first send the document to a 
Superior, who in turn sends it on to the 
Foreign Ministry for screening, which 
сап delay it by anywhere from six to 12 

- months. 


We still, they say, children are 
е. encouraged to inform on their par- 
= ents. Four years ago, when the cam- 
- paign against capitalism was at its 
| peak, the state-run TV channel ran a 
—— two-hour drama about a young woman 
| informing on her parents who had hid- 
den a small quantity of gold under the 
floorboards of their house. The parents 
were shown at the end of the drama 
being led off to a re-education camp. 
The girl was happv for two reasons. 
First, because she had established her 
loyalty to the party and would be as- 
sured of a place in the university. Sec- 
ondly, because she could be confident 
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experience of re-education. 

As a result of these and similar cam- 
paigns, some Vietnamese say they are 
loath to speak in front of their children 
and are distrustful of all but their 
closest friends. And even with them, 
they generally avoid sensitive subjects. 

Meanwhile, as one observer noted in 
1982, one "cultural-purity" campaign 
follows another, ostensibly directed 
against "decadence" but often aimed 
at traditional indigenous southern cul- 
ture. The politburo, it is noted "still 
thinks of the south as the enemy. " 

Another complaint is that while the 
southerners have the necessary skill 
and experience to run the factories and 
government offices, the northerners 
have refused until recently to acknowl- 
edge the fact. Many southerners speak 
with scorn and derision of the ineffi- 
ciency and ineptitude of cadres sent 
from the north and have become dispir- 
ited and lethargic, sceptical that any 
improvement is possible. 

This mood was well summed up two 
years ago by Truong Nhu Tang, a 
former minister of justice in the Provi- 


sional Revolutionary Government 
(PRG) of South Vietnam, shortly after 
he fled to the West. Hanoi, said Tang, 
perhaps with some hyperbole, is con- 
fronted with — but refuses to recognise 
— “the passive resistance of the entire 
population.” 

Yet another frequent complaint is 
that cadres are either corrupt or 
power-hungry or both. “I was a rev- 
olutionary because I wanted happi- 
ness for the people," said a former 
member of the PRG. “But the people in 
the party are only interested in power. 
It's not a case of north vs south. In both 
the north and the south people want 
power." 

According to many sources, cadres 
in the south are selfish and arrogant. 
"We fought for 30 years against injus- 
tice," one southern communist said. 
"Now, once again, there is injustice. 
Children of the cadres do not have to 
join the army or go to fight in Cam- 
bodia. Instead they can go to univer- 
sity. And if they do join the army, it is 
as doctors or engineers, not as common 
soldiers.” 
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Meanwhile, businessmen complain 
bitterly about the arbitrary use of the 
taxation system by a government in- 
tent on “collectivising the ownership 
of the means of production” and bring- 
ing about the socialist transformation 
of the economy, 


Tr 


AC to Le Quang Chanh, a 
vice-chairman of the Ho Chi Minh 
City People's Committee since 1975, the 
majority of those involved in trade will 
eventually "join" state-owned busi- 
nesses. "Their production businesses 
will be put under the control of the 
state," Chanh said. "But that does not 
mean that private businesses will not 
exist." 

There are, Chanh says, three ways in 
which the state controls the operations 
of private businessmen — through reg- 
istration, taxation (on either capital 
investment or income) and bv insisting 
that each business must maintain a 
bank account. "Tax is light when we 
want to encourage certain kinds of ac- 
tivities," says Chanh, "and heavy if we 
don't want to encourage something. " 

In short, Chanh says, the tax system 
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is used to discourage those businesses 
considered socially unacceptable. At 
present the main business in the sights 
of the city administration is the pri- 
vately owned restaurant "because we 
have too many.” 

Chastened by the negative impact of 
the sudden rush towards socialism in 
the late 1970s and admonished by 
members of the politburo when they 
went too far in tolerating quasi- 
capitalist behaviour in the early 1980s, 
the Ho Chi Minh City People's Com- 
mittee is now pursuing what it de- 
scribes as the "active but steady" 
socialist transformation of the econ- 
omy. 

Whatever the name, the policies are 
taking their toll on local businessmen 
— shopkeepers and restaurateurs in 
particular. One businessmen says he 
closed down his shop in Ho Chi Minh 
City after being told that his quarterly 
tax assessment would rise from Dong 
7,900 (US$682 at the official rate, 
US$37 at the unofficial rate) to Dong 
36,000. 

Another businessman complains 
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| The soft, filigree form in our picture 
has the pleasing habit of floating down 
onto the Swiss mountains | by the 


billions every winter. Transforming. 


peaks, meadows, fir trees, roofs of 
Alpine huts and church towers into : a 
dream landscape of gleaming white. 





With foot-paths. hab are as "soft to | | 
walk oe as a сари of cotton wool. d 








b “Andi snice din ше that’ iere are 
plenty of facilities for warming up as 
ell: elegantly appointed thermal 





with carved pine chairs, rustic restau- 
rants with open fires and luxurious 


bars. The friendly service in the com- | 


fortable hotels also has a pleasantly 
warming effect. 

A propos hotels: many of the top- 
class establishments are not only suit- 





| iness Class or our reasonably 
i | Economy Class to fly to 2 ic 
‚ | Geneva. ör Basel. Whence the Swiss 
| Federal Railways will take you com 
| fortably to the destination of your 


e baths, saunas and solaria, cosy inns. | World. Winter 1984/85" which you can 














n sie led of r a ку 


able for holidays and recreation, but 
also provide excellent facilities for 
cangrosses and conferences. 

| But а у: also > to know Swiss 













ous First-Class, our comfortable Bus- 
TE iced 










choice in only a few hours. And to 
enable you to select your destination 
with maximum ease there's a brochure 
entitled *Switzerland and the Alpine 





obtain from Swissair or your IATA 
travel agent. 

And please don’t forget the sun tan 
lotion. 
























































ә join a cooperat е 


xes, salaries and so on, you have 
ng 2,000 left out of Dong 100,000. 
'eople just give up." 

. To some, the fact that so many south- 
ers are disenchanted only goes to 
rove the proposition that Hanoi has 
hope of digesting the south. South- 
ners are different, it is said, and so 
ttered with Hanoi's policies that 
: integration, were it ever possible, 
now and in any case the 
g since 1979 has virtually 
alisation, thereby рег- 
ating differences between north 
south. Or, to put it another way, 
noi is likely to be stuck with a "one 
ry, two systems" problem. 

se arguments, a diplomatic 








'gest that while the south will never 
ome a mirror image of the north, “a 
idual and imperfect process of fu- 
between the two parts of Vietnam 
occur over the longer term," the 
jurce said. | 


his line of thinking is not simply 


us natural affinities between north 
d south or the fact that open south- 


possible. Rather, it is based on the no- 


oad strategy of imposing Marxism- 


inution of north-south differences. 

Over the next generation and even 
'ond, this analyst suggests, major 
ferences between north and south 


ie, there will be forces working for a 
and somewhat inefficient sociali- 

n of the south and for the limited 

cialisation of the north. 


d, "to the emergence of a hybrid 
nmunist state within which north- 
апа southern halves will retain dis- 
ctive characteristics but will 
theless “absorb influences from 
other — albeit asymmetrically 
h northern influence predominat- 
ig: In short, a qualified integration 


. Meanwhile, à southern official cap- 
ired best the mood of those who 
ished Hanoi well in its efforts to 
reunite the country but who have been 
disenchanted by the progress made to 
date. "Some people are better off," the 
fficial said, "some are worse off. Un- 
fortunately, it is the honest people who 
re worse off." All the same, he was re- 
ant to make any premature judg- 
ments. "It is too early to judge the re- 
gime. We will have to wait another five 


“you are lucky if, after Paving 


irce notes, have a certain plausibil- 
and substance. However they fail to’ 
çe account of other factors which 


based on the fact that there are obvi- : 


dissidence or rebellion is hardly | 
tion that Hanoi will not abandon its- 


ninism on the south, a strategy | 
ich will ipso facto involve some di- | 


persist and the economies of each | 
work differently. At the same | 


s is likely to lead," this analyst 


member group will Ипи up with the 35- 


Prime Minister Chand faces a new bid to unseat him, and banned 
political groups plan a campaign against the non-party system 


By Kedar Man Singh in Kathmandu 


rime Minister Lokendra Bahadur 

Chand's reshuffle of his council of 
ministers in the second half of Sep- 
tember has failed to satisfy his critics. 
In a new bid to bring down his govern- 
ment, opponents of Chand in the Na- 
tional Panchayat (assembly) are to ask 
King Birendra to call a winter session 
of the house. Meanwhile, the Nepali 
Congress — outlawed with all other 
political parties since the introduction 
of the non-party panchayat system in 
1960 — is planning a civil-disobedi- 


ence movement aimed. at restoring | 


Western-style parliamentary rule. 
Chand has been under fire for г failing 





to help the poor an 


in the panchay 


| tends from natiot 


village levels), 


"widespread concert over eputed cor- 


ruption among his ministers. 


charging the government with failing 
to fulfil its responsibilities, encourag- 


ing nepotism, favouritism and corrup- 
tion and dividing ‘the rank-and-file 
panchas (the cadres of the nons party d 
system). | | 
|. The motion: was prevented. from . 
| reaching the vote by the intervention | 
of a group of 76 “neutralist” members’ | 
who feared that repeated no-confi- 
dence votes would undermine the pan- 


chayat system. Thapa himself was 
brought down by a vote of no confi- 
dence introduced by Chand in July 
1983. . 

The king gave Chand a free hand to 
remove corrupt ministers in the re- 
shuffle and to broaden the cabinet's 
base by accommodating all factions in 
the National Panchayat. Several cor- 
ruption cases involving senior minis- 
ters were brought to the house but, 
though Chand expanded the Council of 
Ministers from 19 to 26, he dropped 
only one of the controversial senior 
ministers, Law and Justice Minister 
Bishnu Maden, as well as a few junior 


ministers. 


Disappointment with the reshuffle 
— in which several ministerial aspir- 
ants were not given posts — has led to 
the emergence of a new anti-Chand 
group from within the "neutralists," 


Леа by Shri Bhadra Sharma, a former 


general secretary of the Nepali Con- 


gress. 


It is expected that Sharma's 46- 


aimed at ending the 





country апа the people, and that. ot 


strong Thapa group in an attempt to 
oust Chand if there is a winter session, 
which the Sharma group plans to re- 
quest in a memorandum to the king. If 
there is no winter session, the National 
Panchayat, which has been closed 


since mid-September, will not meet 


again until the last week of June 1985, 
and Chand will not face any further 
challenge before then. 

Sharma said his group was prepar- 
ing programmes to forge unity among 


the panchas in order to face the chal- 


lenge of the banned political groups — 


such as the Nepali Congress and the in- 


creasingly active radical leftists. 


mong those who. have been in- 
ducted into the cabinet are Rudra 
Prasad Giri, with the ommunications 
portfolio, and Parshu Narayan Chaud- 


^j hury, the nêw commerce minister. Giri 
Before the: reshuffle, а no-confi- 

-dence motion against Chand had been 
tabled in the 140-seat National Pan- 
_chayat by former prime minister Surya 
.Bahadur Thapa and his supporters, 


frequently has expressed his opposi- 


tion to Nepal's stringent press and 


publications. regulations, which have 


| alienated the press from Chand. The 
| appointment of Chaudhury, a former 


general secretary of the Nepali Con- 
gress, has kindled hopes among his fol- - 


lowers that they could. be accommo- 





dated i in the system: 
This has not stopped the Nepali Con- 


| gress from proposing a. nationwide 


peaceful civil-disobedience movement 
~year-old pan- 
ing Western- 





chayat system and . 


style parliamentary overnment. The 
party's leader Girija | 





Prasad Koirala 
says the panchayat system has failed to 
deliver the goods to the crown, jhe 







the democratic and nationalist forces’. 
can create an atmosphere that willin- | ~ 
crease confidence ‘between the. crown 











la tc VIEW that ihe | 
civil -disobedie 
could begin so 
against the pan 
would not е he е s: убу 
policy of no confrontation with the 
king and no surrender to the pan- 
chayat system. Koirala has not ruled 
out cooperation with the leftists for the 
purposes of the movement, but Nepali 
Congress leaders stress that such co- 
operation would not extend to policy- 
formulation. 

Against this Баага of a 
deepening rift between the panchayat 
establishment and the outlawed politi- 
cal pee Thapa H has asked his ae 

yo their € 
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NatWest. The World Money Centre. London. 
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Every working day, the National Westminster Bank channels 
the flow of money around the world from an enviable position 
at the centre of 24-hour international banking time. 

From one of the world’s largest dealing rooms at the heart 
of NatWest's World Money Centre, NatWest dealers play a major 
role in linking foreign exchange markets east and west — during 
a working day that comfortably spans the day’s end in Tokyo and 
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BELGIUM TELEX 212 


the beginning of business in New York 

Small wonder that total transactions of internat 
last year alone were over 1.6 thousand billion US do! 
in over 50 currencies. 

Just another reason why the National Westn 


one of the biggest and most . , 
55° & National Westminster 


profitable banks in the world. The Action Вагі 
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A cool breeze for Egypt 


With summer and the tourist 
season fast approaching, the Egyptian 
Electricity Authority needed more 
electrical power, particularly to air- 
condition hotels, restaurants and public 
buildings. And they needed that power 
in half the time it normally takes to 
build a new power station. 

They also needed an unusually 
large number of gas turbines—eight in 
all—to generate 200 MW of power. 





It was a tall order, but General 
Electric won the contract, and began 
manufacturing the turbines immedi- 
ately. At the same time, GE's construc 
tion affiliate, Sade-Sadelmi. began work 
on the foundation using a larger than 
normal crew. 

Then, while the turbines were 
being shipped and installed, GE 
brought Egyptian technicians to the 
U.S. for training. 





Within eight months, all eight 
turbines were in operation, just in t 
for the tourist season. 

Because this power station was 
especially important to Egypt, it wa 
especially important to us. We're 
pleased to have helped Egypt build a 
better future. 


GENERAL GO ELECTRIC 


U.S.A 


Trans-Pacific. JAL’s terrific. 


It’s always a pleasure for us to fly you from Asia to 
America, via Tokyo, with regular connecting flights from 
major Asian cities. So we have built up a regular schedule 


from Tokyo that is second to none. 


The airline with the largest fleet of B747's offers 
over 60 flights a week to 7 U.S. cities and Vancouver. 
Our Executive Express leaves Tokyo every day and 


is the first to arrive in New York. 


We fly you non-stop from Tokyo Narita, arriving in 
New York at 11.30 a.m. the same day. So it's the perfect 


businessman's special. 


With First Class, more legroom in our new JAL 
Executive Class and serene Japanese service all the way. 

On the world's number one IATA airline* you'll 
experience the warmest hospitality, and gracious service, 


as much a pleasure to give as it is to receive. 
Fly Trans-Pacific with us. 


It's always a pleasure. 





JAPAN AIR LINES 


А ото AIRLINE FOR 
TSUKUBA EXPO '85 
Seoul 

Pusan 

Manila 

Hong Kong 
Bangkok 
Singapore 
Kuala Lumpur 
Jakarta 


* Source: International Air Transport Association 


Anchorage 


B Honolulu 







Vancouver 


A Seattle 


San Franci: 
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The Oriental, Bangkok. 


something to write home 
about since 18/6. 


Joseph Conrad, Noel Coward, Somerset 
Maugham. These names spring most readily 
to mind when thinking of The 
Oriental's litany of literary- 
minded guests. 




















Our most flattering 
write-up however, appeared 
not in a work of fiction, but 
in the authoritative pages of 
the "Institutional Investor", 
which asked a hundred 
prominent interna- 
tional bankers to ., 
nominate ' 













the 2 
world’s = 
best hotel. — 


in cm ~ 

They chose 

The Oriental and have continued 
to do so for the last three years. 


From The Oriental, you’re 5 minutes 
from downtown. And mere seconds from sailing 
across the River of Kings to dine on Thai cuisine and 
feast your eyes on a classical dance performance. . . or to 
our health centre and sports complex. 


Within our gardens 
are two swimming pools, 
and within our hotel, both 
the renowned Normandie 


and Lord Jim’s seafood 


restaurant. 


True, we offer only 
400 rooms. But you will 
enjoy the distinct advantage 
of a devoted staff of 1000. 


The Oriental, Bangkok. 


A member of Mandarin International Hotels. 


Hong Kong: The Mandarin, The Excelsior, The Royal Garden. Macau: The Excelsior. Bangkok: The Oriental, The Royal Orchid. 
Manila: The Mandarin. Jakarta: The Mandarin. Vancouver: The Mandarin. Singapore: The Oriental (1985). Kuala Lumpur: The Oriental (1986). 
For reservations, call The“Jeading“Hotels of th®World or your travel agent. 
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It looks like a creature from another planet. 

In fact, its something far more dangerous: 
the common house fly. 

With its allies, the mosquito, the cockroach 
and the rat, it causes widespread suffering in 
cities throughout the world. 

Cholera, dysentry, epidemic diarrhoea, 
malaria, yellow fever, typhoid. The list of diseases 
they carry makes frightening reading. 

Frightening when you consider the millions 
it costs to treat and cure them. More frightening 
still when you count the cost in human misery. 

At ICI we've developed a wide range of 
products to eliminate the threat before it becomes 


‘Imperator’ is a space spray that's ideal for 
use in streets and built-up areas, killing all flying 
insects. For long term control of flying and crawling 
insects, we developed the highly effective surface 
spray ‘Cymperator. 

One of the trickiest problems we've had to 
overcome is that of controlling mosquitoes. 

Most sprays can only be used in one or 
other of the mosquito's habitats. With Actellic' 
mosquitoes can be treated both in water where the 
larvae hatch, and in and around the house. 

While for the control of rats in towns, fields 
and orchards, the anticoagulant 'Klerat' kills 
after just one feed. 


thousands of hectares, as well as whole towns 
They're easy to use and highly cost-effective. Ant 
along with our products, we can provide expert 
advice and help on any insect or rodent problen 

If youre responsible for public health in 
your town, area or business and you want to knov 
more, write to: Public Health Department. ICI Plant 
Protection Division, Fernhurst. Haslemere, Surres 
England. 

Together we can make towns and cities safer 
places to live in 


©) Plant Protection Division 
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FIATALLIS EUROPE S.p.A. 
Viale Torino 0/2 

10040 Stupinigi (TO) 

Tel.: 011/6397 1 


THE IMPRINT OF 








QUALITY 


Only those who can guarantee quality 
and economy remain and grow. We 
have the determination and resources 
to provide quality on essential 
features. 

Some you will note the very first day: 
productivity, comfort, low fuel 
consumption. 

Others will become apparent with 
time: minimal machine down time, 
efficient service backup, low spare 
parts costs and finally high resale 
value. All this adds up to low 
operating costs and a good solid 
investment. 


Fiatallis: one of the most complete 
ranges of earthmoving equipment. 


Group Fiat: the imprint of success. 


With Fiatallis its prestigious suppliers: 
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5 MICHELIN 


for the tyres 


T nuova 
italsider 


for the plates and special plates 


REXROTH 


for the mechanical and hydraulic 
components 





72 ZAHNRADFABRIK PASSAU 


for the transmissions 






' t congratulate 
our colleagues, n Singapore 
on the official opening of our 

Information and ome Center 

ast Asia. 
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Н. FISCHLER 
General Director 
Export Sales Department 
: Agfa-Gevaert Headquarters 
Agfa-Gevaert (S.E.A.) Belgium 
Division of Bayer (Singapore) Pte. Ltd £ 
4 Penjuru Lane 3 
Off Jalan Buroh 
Singapore 2260 


Phone 2654855 
Telex RS 21721 Bayer SP 





Agfa-Gevaert N V. 
B-2510 Mortsel (Belgium) AGFA-GEVAERT Ф 
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The test of a good flight 


Is when It’s over. 


On Cathay Pacific, we try to get you to your destination relaxed, at ease and ready to face 
whatever lies ahead. 


> 
By making your check-in as smooth as possible. 
By designing sensible schedules. e Me; E- 
By giving you the widest choice of flights around Asia. LP 
And by providing inflight service which is consistently 

better than other airlines, whichever class you fly. 


Because when we perform better, so will you. 
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@ LAST week I quoted some choice 
extracts from the Jakarta Post, which 
seems determined to surpass its rival, 
the Indonesian Observer, which has 
often figured in these columns. Take 
this item, spotted by Roger Ewbank, 
in the 14 September edition, head- 
lined “Service Well Rendered”: 

tA 24-year old woman was caught in 
sexual congress with another man by 
her husband in Tasikmalaya. The en- 
raged husband didn't attack the man, 
however. He simply charged him Rps 
25,000 for the service. 

Mrs. O was alone in her kiosk 
around 11 pm when a man came to see 
her. Feeling lonely because his wife 
was working in Pangendaran, the 
horny interloper snuggled up to the 
winsome shopkeeper who was also 
apparently in an amorous mood that 
night, Pos Kota reported. 

Some time later, Sah, the husband 
returned and entered quietly as he 
was unaware that anything was 
amiss. He heard unmistakable noises 
and then was shocked to see his wife 
and the other man working feverishly 
toward a state of bliss. He didn't 
notice whether they were successful 
as he fainted dead away. 

Local residents who rushed to the 
scene came too late to capture the 
now sated nightcomer as he had fled 
while the husband was still out cold. 

The man disappeared for several 

days but local residents knew who he 
was and waited patiently for him. 
When he finally reappeared, how- 
ever, the cuckold requested that he be 
allowed to take care of the situation. 
Sah then demanded and received Rps 
25,000 for his wife's very personal 
services. The relieved man said that 
his wife was good value. 
€ AND the Jakarta Post can strike 
an even more cavalier note: 
А 20-year-old girl who admitted re- 
peated carnal knowledge with her 
boss asked for legal assistance from 
the Wijaya legal aid institute after 
her boss refused to do the chivalrous 
thing by her now that she is in the 
family way. 

The girl said that on July 20, 1983, 
she was quite enjoyably molested by 
her boss in a hotel in. Karawang, 
about 60 km east of here. At some 
point during their tryst, her boss 
panted that she shouldn't worry 
about getting pregnant as he would 
take care of everything. 

This naive lass believed him and 
met him several times after that. 
Eventually she realized to her horror 
that she had been knocked up and re- 
ported such to her boss who im- 
mediately refused all responsibility.» 

It's all part of life's rich tapestry. 

@ THE power of the supernatural is 
never far below the surface in In- 
donesia, again as reported in the 
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pages of the Jakarta Post in an item 
spotted by J. K. L. of Jakarta: 

*A sexually voracious witch doctor 
was badly injured by an enraged hus- 
band who caught the former having 
sexual intercourse with his wife, Be- 
rita Yudha reported Friday. 

The witch doctor, ABD, 36, came to 
Mar's, 28, house to treat her for 
stomach pains. ABD was invited to 
spend the night there as it was al- 
ready late. 

At about 1 a.m. Mar got up to go to 
the toilet. Her husband became sus- 
picious after she was gone a long time 
so he went to see what was wrong. 

He was shocked to see his wife and 
the witch doctor in the middle of sex- 
ual intercourse, Enraged, he didn't 
allow them to culminate their nefari- 
ous entanglement as he fell upon the 
unaware, but obviously aroused, 
witch doctor and began pummeling 
him. Fortunately for the witch doc- 
tor, neighbors pulled the husband off 
in time to save the former's lecherous 
life. 

The wife said that the witch doctor 

had cast a spell over her which drove 
her to the adulterous act.» 
e STRICTER moral standards are 
imposed on public prints in Malaysia: 
not a nipple gets past the lynx-eyed 
censors. But there are ways of avoid- 
ing the wrath of the appointed guar- 
dians of public probity, an example 
of whieh was beautifully démon- 
strated in a 1982 calendar produced by 
Federal Rubber Products, featuring a 
memorable piece of purple prose 
which says nearly everything and 
practically nothing. I can only guess 
at the product being so poetically 
puffed: 


eautiful form is to be admired, even 
revered, without shame. 
For nothing could produce more natural 
effects in invoking to peak state, the 
senses mother nature has so generously 
bestowed on mankind. 
Imagine a form your eyes would love 
to stay with, forever. A form so alive, 
you seem to hear thoughts being trans- 
mitted . . . so sweet, vour mouth waters 
as if in anticipation of tasting the purest 
honey in the world. A form so sensi- 
tive, your gentlest caress will create 
involuntary quivers. A form so 
fragrant, your mind reels 
as it would in a room filled 
with voluptuous roses in 
^^ full bloom. 
^ -Contained herein are 


you to keep and 
enjoy through 
the days of 1982 
» ...orlonger. 





e BUT some evidence of a more lib- 
eral attitude still gets past the censor, 


.as in this recent TV programme 


published in the Sabah Daily Express: 
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e HONGKONG feminists have been 
making a fuss about the pretty 
explicit advertisements in the Yellow ' 
Pages of the local telephone directory 
for massage parlours and escort ser- 


vices featuring sexy  "come-on" 
photographs of beautiful young 
ladies (few, if any, of whom are on the 
books of the said massage parlours, 
which luxuriate in such names as 
“Fantasy,” “All Techniques,” “Satis- 
faction,” “Climax,” and "Venus"). 
But so far no one has remarked, 
along with Johnsman Au, on the fact 
that the section on massage parlours 
falls neatly in between those devoted 
to “Markets” and “Materials — 
Meat.” 

@ LEE Ming Chong of Malaysia vis- 
ited Kashmir last December and took 
this photograph at Srinagar airport. 
By the time one had read it and 
obeyed the instructions therein, the 
building would be gutted: 





ө IN the Hotel Asida in Malang, In- 
donesia, H. G. Sellers found a polite 
notice from the management which 
somewhat puzzled him. It read: “We 
would requested for your help: If you 
would outside from your room, please 
make your dresses. " 

e FINALLY, an old, probably apo- 
cryphal, story is recalled in a sign on a 
hamburger stand in Malaysia photo- 
graphed by an English visitor: 


EM. 
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On his deathbed, the crusty sailor- 
king of England, George V, is sup- 
posed to have uttered the immortal 
words: “Bugger Bognor” — referring 
to the “royal” seaside resort of Bog- 
nor Regis. But presumably Encik 
Bunjor in Malaysia meant "burger" 
rather than “bugger.” 
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urphys law... 
- Reports of a US ‘nuclear umbrella’ for Islamabad disturb New Delhi, 
which, objecting to Pakistani arms buying, is busy doing the same 
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By Robert Manning іп Washington and Salamat Ali in New Delhi 


combination of mutual Indian and 
Pakistan suspicion, exaggerated 
United States intelligence reports and 
clumsy US diplomacy has fuelled, 
rather than cooled, mounting tension 
in the Subcontinent. In addition, the 





| situation has not been helped by the 


fact that all three countries are in- 
volved in domestic struggles in which 


1 the Indo-Pakistan hostility can be 
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‘tical perception be- 
— tween the two coun- 
© ‘tries. 


— sire for 
— friendly relations with 
—— jndia and denied that 
| President 
— Reagan, in a letter to 


turned to political advantage. 
Although meant to smooth ruffled 

Indian feathers in the wake of press re- 
rts thatthe US had offered Pakistan 
th a “nuclear umbrella” and E2C 


) еагіу-уагпіпр aircraft, the recent visit 
10 New Delhi by US Assistant Secret- 


_ ary of State Richard 


Murphy only 
served to underscore 
the divergence in poli- 


— Murphy, who was in 
New Delhi from 20-23 
October, emphasised 
the continuing US de- 
close and 


Ronald 
President Zia-ul Haq, 
for an attack'on Pakis- 
tan, nor had this been 


bv ‘Pakistan. 
But he failed'to take the edge off Indian 


anger over the supply of US weapons 
- to Pakistan, New Delhi refusing to ac- 


cept that the Afghanistan situation 
was the sole reason Islamabad wanted 
to upgrade its weaponry. 

— The present situation was started in 
September when it was leaked to the 


. US press that at a confidential briefing 


for the US Senate Intelligence Com- 


` mittee, CLA officials warned that India 
— was considering a pre-emptive strike 
- to destroy Pakistan's nuclear enrich- 


‘ment plant at Kahuta (REVIEW, 4 Oct.). 


- The report triggered a round of 


charges and counter-charges in India 
and Pakistan. But it appears that the 
briefing »was based on questionable 
evidence’ with conclusions drawn by 
intelligence officials seeking to gain 
support for US covert operations in 
Afghanistan. Then, in early October, a 
report from Washington in the Pakis- 
tani daily Nawa-i-Waqt said that, in a 
letter to Zia, Reagan offered Pakistan 
the US nuclear umbrella if it halted its 
own nuclear development efforts. 

The REVIEW has learned that the re- 


44 


port was based on an interview given 
to the newspaper by a member of the 
staff of the US National Security 
Council who had meant merely that 
the US would support Pakistan if it 
were attacked. US officials have stren- 


uously denied the “nuclear umbrella”: 


report. The term “nuclear umbrella,” 
which the report used, has a precise 
meaning as usually applied to Nato or 
Japan — if a country under the US nu- 
clear umbrella is threatened by an 
enemy, the US would explicitly retal- 
iate in kind. This, of course, is vastly 
different from providing general as- 
surances of support, which could 
mean anything from deploying car- 
riers offshore (as during the 1971 





Indo-Pakistan war), stepping up mili- 
tary supplies, or sanctions against the 
attacker. 

The REVIEW has confirmed the exist- 
ence of the letter, dated 12 September 
from Reagan to Zia, though its thrust 
was more a warning to Pakistan that if 
it continued to develop its nuclear 
capability it risks a cut-off of US aid. 
According to a report in the Wall Street 
Journal, Reagan wrote of his "deep 
concern that this [nuclear weapons] 
issue could undermine all that we are 
trying to achieve." US officials refuse 
to divulge any other details about the 
letter, but well-placed sources say it 
did contain some assurances to Pakis- 
tan in light of recent cross-border raids 
from Afghanistan into Pakistani ter- 
ritory. 


ccording to these sources, the letter 

has to be seen in the context of the 
US domestic political scene. It was part 
of an intense administration lobbying 
campaign against an amendment in- 
troduced by Democrat Sen. Alan 
Cranston that would have required a 






carried on its nuclear development 
programme for military purposes. The 
proposed amendment, which had sub- 
stantial support in the senate, was, in 
the event, defeated by the Republican- 
controlled senate оп procedural 
grounds. 

The administration rallied opposi- 

tion to the amendment by emphasising 
the Soviet presence in Aghanistan and, 
according to both State Deptartment 
and congressional sources, exaggerat- 
ing Soviet pressure on Pakistan. The 
Reagan letter, say congressional 
sources, was a quid pro quo to gain op- 
ponents to the amendment by dem- 
onstrating quiet US pressure on Pakis- 
tan. 
Shortly after the “nuclear umbrella” 
report, the Indo-Pakistan situation 
was further complicated by US Am- 
bassador to Pakistan Deane Hinton, in 
remarks following a 10 October speech 
in Lahore. During a question-and-ans- 
wer session, according to the State De- 
partment transcript, Hinton was asked 
if he could give assurances that the US 
would come to Pakistan's aid if it were 
attacked. He replied 
that while he could not 
give categorical assur- 
ances, "I think we 
could be responsive 
very quickly; would 
want to be responsive 
very quickly to con- 
tingencies from the 
west" (an apparent re- 
ference to Afghanistan 
or the Soviet Union). 

But Hinton added: 
“I think if the con- 
tingency you're talk- 
ing about is from the 
east [India], then, as I 
said earlier, we will 
not be neutral if there 
is an act committed by anybody of 
flagrant aggression. There's all kinds of 
things we can do and would do. Whe- 
ther they would be effective, arrive in 
time, is a very complex equation ...I 
think preciselv because everybody is so 
tense and that there is a sense of insec- 
urity, that the policy of the government 
of Pakistan to pursue a non-provoca- 
tive policy towards India and not to re- 
taliate to the attacks suffered on its 
western borders is a sensible policy." 

Hinton's remarks drew sharp reac- 
tion from Indian officials, as both a 
rare open pledge of support in the 
event of an attack by India, and be- 
cause they feel that India is being por- 
trayed as the aggressor in order to 
rationalise increased support for 
Pakistan. Such fears were further fuel- 
led when Pakistan Foreign Minister 
Sahebzada Yaqub Khan visited senior 
US officials in Washington on 11 Oc- 
tober. While in Washington, Yaqub told 
reporters that an attack on Kahuta 
"would leave Pakistan with no alter- 
native but to retaliate." 

In what Indian officials view as the 
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. to Singapore, is an all-weather aircraft 
with radar equipment that can detect 
aerial targets 300 miles away and also 
track sea and land targets. It can also 
be used to coordinate air attacks. 


Although the foreign minister raised - 
this subject in relation to improving - 


Pakistan's air defences on the Afghan 
border, New Delhi fears that the Hawk- 


eye, if acquired by Islamabad, would > 


be deployed against India. US off icials 
say Pakistan has been pressing for en- 
hanced air and ground radar as well as 
anti-aircraft defence equipment since 
1981. But they add that at least four 
E2Cs would be needed to provide 24- 


hour coverage, and thus it would cost - 
some US$600 million, a price outside | 


Pakistan’s range. 


A US official said a less sophisti- . 


cated and cheaper airborne early- 


warning system, such as modified 
C130 Hercules cargo aircraft, might be - 


more suitable for Pakistan, and that 
talks about such systems are in their 


early stages. But when the next budget. | 


request, for the 1986 fiscal year, is pre- 
sented to congress early next year, 


some type of system is i to be re- | 
| | end of his visit, said. that the US be- 


quested for Pakistan. . . as. 
While in New Delhi, 


Pakistan sees Indian accusations as part of Mrs Gandhi's | 
political campaign — as well as part of President 2а s 


By Husain Haqqani in Islamabad 


qos between India and Pakistan 
over a proposed no-war pact and a 


treaty of friendship and cooperation. 


will not resume until after the In- 
dian elections, according to reliable 
sources. The talks were scheduled to be 


held in July this year but were post- | 


poned at the last minute at India's re- 
quest. It had been said then that the 
dialogue would resume in September 
but with verbal exchanges between Is- 
 lamabad and New. Delhi becoming 
more bitter every day, there is little 
hope of resumption. 


Pakistani officials now. are express- 


ing the view that there can be no nor- 
malisation of Indo-Pakistan relations 
until the Indian elections are over. 
They say Indian accusations against 
Pakistan, including reports of border 
clashes which Pakistan says have 
never occurred, are designed solely for 
election-year domestic consumption. 
Indian protests to visiting United 
States Assistant Secretary of ‘State 
Richard Murphy over proposed US 
supply of new weapons systems to 
какаш also are seen as part of a 





Us has supplied t to Japan and offered 





ti l threats fr fre 





that a heightened sense of security was 
the only way to discourage Pakistan 
from developing nuclear weapons. 
For their part, the Indians told him 
that the US had an exaggerated idea of 
Indian influence with the Soviets, who 
would not withdraw their forces from 
Afghanistan merely at India’s urging. 


[ian policymakers are not convinc- 
ed that the US assistance to Pakis- 
tan is only linked to the Soviet pre- 
sence in Afghanistan, or that there 
would be a qualitative change in the 
US-Pakistan relationship should the 
Soviets withdraw — despite Murphy's 
assurance that the US had neither 
sought nor was likely to get military 
bases in Pakistan. 

Murphy also reiterated the US com- 


mitment not to seek a base at Trin- 


comalee in Sri Lanka, and said all it 
had sought at various ports in the re- 
gion — including Bombay — were nor- 
mal rights for US naval craft to make 
periodic calls for fuel and supplies. 
With a view to quieting the outcry 
over Hinton’s remarks, Murphy, at the 


ndia has no. intention of 


vote-catching anti-Pakistan campaign. 
President. Zia-ul | Hag, T y sa 








might be using the Indian hat eris as an 


element of his own political plans. He 


could postpone elections promised by 
March 1985 on the pretext of external 


| е проца Zia insists that ria Se 


electións t this time Zia, ag узад could 
use Indian hostility as an argument in 
his case for an election if he decides to 
run for president, saying that a mili- 


tary man would be best suited to lead 





| the country in such circumstances. On 


the other hand, belligerent noises from 
New Delhi have added weight to the 
argument. of moderate opposition 
leaders in Pakistan who maintain that 


an elected representative government 


— rather than an unpopular authorita- 
rian regime — is needed to face poten- 
m across the borde | 









| India. The did not accept his argu- | 
| metit that the US had no option but to 
shore up Pakistan defences against 
possible further Soviet expansion, пог - 
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navy and air 
meet his Soviet cou 
Ustinov. | 
During the past 1 
has taken delivery 
built missile-armed 
gates and has started 
of MiG27 jets, T27 tar 
armoured personnel carrie 
visit is to finalise details 
supplies of higher-grade « 
including T80 tanks, advan 
oured vehicles, anti-tank missi 
face-to-air missiles and relatet 
tronic equipment, as well as wat 
submarines, MI24 attack helic 
and MiG29s — which the Soviets. 
not even supplied yet te their W 
Pact allies. 
Indian officials maintain that 
need the new Soviet arms betat 
supply of US weapons to Pakistan has 
upset the military balance on the S 
continent. Perhaps not surprisii 
this view is supported by # 
Chicherov, head of the 200; ternati 







































































of yore e the US ане 
Шгеаї to India, but to the So 





"arms build-up" in the. regio 
attempt by Washington tore 
the influence it had in the region 
to the fall of the shah of iran. 
While some Indian analysts a 
that the region is experiencing. 
arms race, others see it as ра: 
through a normal phase of re à 
ment of outdated military equipme 
Pakistan's re-equipment. progra 
it is said, was long overdue and E 
only natural that Islamaba j 
have opted for the best avail 
Indian forces are in an almost identi 
phase, and Pakistan's success in. 
quiring some highly sophistica 
equipment, it issuggested, strengther 
ed the military's case for seeking t | 
grade systems which could only cc 
from the Soviet. Union for econo 
reasons, as well as Moscow's keenn 
to supply them. | 



















Carl Goldstein in Taipei 

ince the initialling on 26 September 
of the Sino-British joint declara- 
m on the future of Hongkong, official 
action in Taiwan has been one of 
uch talk and little action. Beyond de- 











ids that the British were negotia- 
ig with the wrong partner, the au- 
rities have announced a number of 
isures aimed ostensibly at en- 
ging Hongkong Chinese to move 
Taiwan. But no one takes the possi- 
ity too seriously that a flood of im- 
igrants from Hongkong is imminent. 
On the vital question of how to deal 
th Taiwan's extensive trade and 
her links with Hongkong after 1997, 
e government shows little sign of 
ing moved closer to a decision. The 

for Hongkong Chinese to go to 
'aiwan seem intended, primarily, asa 
























An official from the Service Bureau 
or Returning Overseas Chinese, a 
yewly 
verseas Chinese Affairs Commission 
o handle Hongkong-related matters, 
said the government would open a 
liaison office in the territory on 1 










arn about opportunities in Taiwan. 
ut he was unable to explain how the 
wly announced measures — includ- 
g “priority consideration” in the 
dling of investment applications, 
nterest loans for home purchase 









— differed significantly from 
‘isting practice. 

Multiple-entry visas (also described 
new feature) still will require the 
ir to re-apply after each use, as is 
the case. Tight restrictions on the 
nt of capital in and out of 
an will remain. Taiwan is one of 
e world's most densely populated 
t iesand would be reluctant t to see 






























ng to pound would pe ‘unlikely t to 


'rmit a large influx. m 

The authorities have been urged 

om many quarters — including 
newspaper editorials : 


cing the accord as invalid on the - 


pum statement that Taiwani is s pre- | 


established office under the | 


November to help Hongkong people . 


preferential admission to univer- - 












find Ways of 


S to attract Ренар E hdnesta appear to be window 
ssing as attention focuses on maintaining trade after 1997 


maintaining Taiwan's highly profita- 
ble commercial ties with Hongkong, its 
third biggest export market after the 
United States and Japan. Last year, 
Taiwan enjoyed a US$1.34 billion 
trade surplus on two-way trade of 
US$1.94 billion. | 

"Almost no one is supporting the 
idea of an absolute cut-off," said 
Philip Chen, a professor of political 
science at Tamkang University and an 
official in the Taiwan Textile Federa- 
tion. He added that the younger 
leadership likely to take over in the 
next few years might well be pragma- 
tic enough to consider various indirect 
methods of maintaining Taiwan's ties 
with Hongkong. In any case, with the 


possibility of changes in Hongkong's — 


RELIGION 


1: opaty rs of all colonis 


tend to play down the significance of 


the Hongkong agreement as a possible 
model for reunification between 
Taiwan and China, contrary to Pe- 
king’s hopes. “We have nothing to gain 
and everything to lose by reuniting 
with the mainland," said Antonio 
Chiang, à prominent opposition ac- 
tivist and magazine editor. | 

The generous terms of the joint de- 
claration, which promise that Hong- 
kong will maintain its social and eco- 
nomic system for 50 years after 1997, 
have not changed most people's minds 
owing to almost universal mistrust for 
the Chinese leadership's. intentions 
and durability. Only a few voices can 
be heard saying that the Hongkong 
agreement may represent. a starting 
point for negotiations. some time after 
1997, if the Chinese Government 
proves its sincerity, 

Any major changes in 19 opinion 
will happen gradually and only if it is 
shown during the next 10- 15 years that 
Hongkong can ташбаш s pri Spry 














The Philippines’ Cardinal Jane Sin visits his ancestral home it in... 
China, but the trip has more significance for Roman Catholics there 


By Mary Lee in Peking 

ardinal Jaime Sin's 10-day visit to 

China — ostensibly a private trip to 
see his ancestral home in Xiamen and 
his late brother's family in Shanghai — 
has significance beyond what appears 
on the surface. Sin, leader of the 
Philippines' Roman Catholic Church 
and the highest-ranking Catholic to 
visit China in four years, told the press 
on his. arrival here on 27 October: “Iam 
not after reconciliation [between the 
Vatican and Peking] but in the course 


of my talks we might touch on that. I 
am a messenger of peace." Sin also ex- | 


pressed a desire not only to meet 


“brothers in religion and faith” but | 
also for talks with Chinese leaders. — | 
He had no problem fulfilling his first 








wish. On Sunday, 28 Oc 
ited the Peking Cathedral, 


as the Church of the Immaculate Con- : 


here he said the Lord's 





Michael Fu as а. 





Prayer alongside Bishop of Peking | 
mber of the congre- 







Catholic church does not have ties with 
the Vatican, appoints its own bishops 
and ordains its own priests. 

All this makes Sin's second wish — 
to meet China’s top leaders — more 
difficult to achieve. The 26-year-old 
church comes under the State Coun- 
cil’s bureau of religious affairs, the of- 
im of which Sin met on 30 Octo- 

er 

As far as the Chinese Communist 
Party is concerned, its position on the 
Vatican does not contradict its policy 
of allowing religious. freedom. Chinese 
Premier Z hao Ziy i | 






gation. He left. shortly afterwards — -Da ily i 





capital's Catholic Bishops’ College. 


before the service ended — to visit the | 


But for the fact that the cathedral and | н 1 etic 
its bishop, priests and congregation | planned 
are all part of China's so-called patrio- | cent 


tic church, Sin’s heart would have been | 
at ease. As it is, however, the Chinese 






IS TE ELA 
and stability. Another | | 
complicating factor is 
the fear of many native 
Taiwanese, who make 
up some 85% of the 
population, that the 
ruling Kuomintang 
(KMT) some day may 
reach an agreement 
with the Chinese Com- 
munist Party over their 
heads. A foreign ana- 
lyst noted that China's 
offers during the past 
several years have 
seemed to be aimed at 
convincing the KMT 
that it could continue 
to play an important 
role in a unified China. 
The authorities have 
demonstrated great 
caution in their handling of news re- 
ports on the Hongkong agreement. Al- 
though the government-controlled 
press has been full of foreign news- 
agency reports about the agreement, 
informed sources in the local media 
said the KMT's department of cultural 
affairs issued a directive prohibiting 


planned parenthood and science these 
days. 

Since the Chinese are acutely sensi- 
tive about the Vatican's Taiwan policy, 
Sin is unlikely to raise the equally 
thorny issue of priests imprisoned for 
refusing to accept a severance of ties 
with the Vatican, or the "religious suf- 
ferings" — a Vatican charge which 
rankles Peking — of "underground" 
Chinese Catholics for their non- 
recognition of the official Chinese 
church. 

Sin said he would not raise the ques- 
tion of the imprisoned priests during 
his stay. If nothing else, Sin will get a 
first-hand view during his visit of how 
communist atheists allow the Chinese 
church to “raise patriotic and socialist 
awareness" of their followers. “Reli- 
gion," said the official English-lan- 
guage Beijing Review in January, “is a 
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Е dissemination of the 
|6 actual text. 

| Н The two largest daily 
$ newspapers, the Unit- 
ed Daily News and the 
China Times, ignored 
the ban. The au- 
thorities intervened to 
prevent publication of 
the second part of a 
two-part China Times 
series, the sources said, 
and Chao Yu-ming, 
chief editor of the 
United Daily News, 
has been removed from 
his editorial duties 

The ban on publica- 
tion of the agreement's 
text would be in line 
with long-standing 
government policy not 
to report “United Front” initiatives 
from Peking — which in effect is how 
the accord is viewed. Chinese Premier 
Zhao Zivang's 1 October reiteration of 
an offer to allow Taiwan to retain its 
capitalist economic and social system, 
if it reunited with the mainland, was 
not reported in Taiwan. п 
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historical phenomenon in human so- 
ciety [which] will come to its natural 


——————— 
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end” when the ideal communist society | 


has been reached. 

The cardinal's charm, however, will 
no doubt see him through the religious 
minefield he must negotiate on his 
tour. Moreover, his trip was arranged 
by his close friend, well-known Hong- 
kong businessman Eric Hotung, who is 
said to know his way around China and 
in official circles. Sin also has personal 
experience of Chinese sensitivity. His 
first request, in 1982, to visit China in 
an official capacity was turned down. 
Then, he had wanted to visit his ailing 
brother, Juan Sin, who later died. This 
time, despite the fact that he has five 
priests in tow, he agreed to call it a per- 
sonal visit. “It is a life-long dream," he 
said, to visit his father's birthplace in 
Xiamen, Fujian province. 





Cardinal Sin in Peking: ‘J am not after reconciliation... E 





HONGKONG 


New character 
for Chinese 


Use of the local language 
in the courts and its general 
status is suddenly under study 








By Emily Lau in Hongkong 
he perennial discussions over up- 
grading the status of the Chinese 

language in Hongkong have taken on 
new urgency since the initialling of the 
Sino-British joint declaration on the 
territory's political future, on 26 Sep- 
tember. Although 98% of the territ- 
ory's population is Chinese) English — 
the lingua franca of a small expatriate 
community — is the language of power 
and prestige, as well as that. of interna- 
tional trade, upon which Hongkongs 
people are so dependent 

But since September, there has been 
a growing consensus that the standard 
and position of the Chinese language 
must be raised to prepare Hongkong 
for the run-up to 1997, when the еги 
ory will revert to Chinese sovereignty 

The Bar Committee and the Council 
of the Law Society, in a submission tà 
the Chief Secretary Sir Philip Haddon- 
Cave suggested fundamental 
changes to the process of justice. Al- 
though Hongkong is a Chinese commu- 
nity, most legal and judicial proceed- 
ings are conducted in. .English. Faced 
with the 1997 deadline, the two law- 
vers associations suggested all new 
laws should be written, in Chinese as 
well as English. They. also urged the 
translation of all existing Hongkong 
laws into Chinese, as recommended by 
a judicial committee ;baeck in 1971 
They also recommended; 
» By 1 January 1986, all police charge 
sheets should be written.in both Eng- 
lish and Chinese | 
> Judgments in criminal; cases should 
be simultaneouslv translated | into 
Chinese TT 
> The government should ;encourage 
magistracies and juvenile courts to use 
Chinese | 
> All written summonses. «directed to 
Chinese people should be-translated 
into Chinese 
» More Chinese should be 
selected in cases involving Chinese de- 


somi 


jurors 


fendants, and the government should 
consider widening th: scope. Of ine jum 
list 

Commenting on the > submission 
Chief Justice Sir Denys Roberts said 
translating Hongkong -laws into 


Chinese was not an impossible task 
but would be costly and time 
ing. He warned that it would not be 
technically easy to drop the English 
language from the judicial system in a 
short period. 

Lawyer Albert Ho, a member of the 
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consum- 
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the legal profession, in the past, had 
only paid lip service to the use ọf 
Chinese in the legal system and judi- 
cial process. Faced with the political 
reality, Ho said the legal profession 
was now making constructive sugges- 
tions to improve the:system. But he 
warned of the immense difficulties in- 
volved in standardising the translation 
of legal language into Chinese since, in 
many cases, there are no equivalent 
concepts. 

Apart from lawyers, some unofficial 


— (non-civil servant) legislative council- 


lors also have spoken out on the impor- 
tance of elevating the status of the 
Chinese language. Ho Kam-fai, direc- 
tor of the extra-mural department at 
_the Chinese University and Yeung Po- 
‘kwan, secondary-school principal, 
both urged the government to use 
- Chinese as the medium of instruction 
in primary and secondary schools. At 
the moment parents can choose to send 
- their children to Chinese- or English- 


- medium schools. Ho called on the gov- 


ernment "to provide vigorous leader- 


- ship in elevating the position and 


‘status of the Chinese language in 
Hongkong." He said the present use of 
Chinese and its social status were 


below public expectation. 


4 EN ovens in Hongkong, it is a 


common fact that a person with a 
Chinese secondary-school education is 


- normally limited to a range of jobs 
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characterised by restricted mobility, 
poor promotion prospects, a meagre 
‘salary and a low status, when com- 
pared with his or her counterpart with 
an English secondary-school educa- 
tion," Ho said. In order to redress the 


situation, he urged the government to 
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give equal opportunity to Chinese- 
school graduates in recruitment and 
promotion in the civil service, while 
non-Chinese speaking civil servants 
should be encouraged to learn Chinese. 

The Sino-British joint declaration 
gives great flexibility to the future 
Hongkong Special Administrative Re- 


` gion (SAR) government to handle the 


language issue. It also says "in addi- 
tion to Chinese, English may also be 


= used in organs of government and in 
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„the courts” in the SAR. 

For more than 140 years of colonial 
rule, the Hongkong Government has 
largely ignored the teaching of Chinese. 
Suddenly it is very much a live 
issue. Speaking at the opening of the 
current session of the Legislative 
Council on 4 October, Governor Sir Ed- 
ward Youde said the government was 
examining recommendations by a 
working party which looked into the 
production of Chinese primary- and 
secondary-school textbooks. The 
working party, in fact, delivered its re- 
port in March 1982, two-and-a-half 
years ago. As one hopeful teacher put 
it: “It is better late than never.” п 





Watching from the 





fringe of the rim ... 


D? the emerging Pacific-commu- 
nity concept afford a timely oppor- 
tunity for reducing East-West tensions 
as they manifest themselves in the 
Pacific rim? In other words, is there a 
role to be played by the Soviet Union 
within this projected entity, or at least. 
a role that might be reserved for it until 
circumstances are more supportive? 
Conversely, does the exclusion of Mos- 
cow from discussions of the concept 
exacerbate tensions? 

The Pacific-community concept has 
some way to go before it can blossom 
into an effective organisation. Ini- 
tiated by Japanese economists and po- 
litical leaders in the 1960s and again in 
the late 1970s, the concept has been 
supported by economists, political 
leaders and businessmen in Australia, 
the United States and elsewhere. Or- 
ganisational meetings in Canberra in 
September 1980, Bangkok (June 1982) 
and Bali (November 1983) — with 
another planned for Seoul in April 
1985 — so far have fashioned an infor- 
mal organisation featuring a standing 
committee and several task forces. 

The idea's proponents aim to enliven 
interest in the concept, which is 
primarily aimed at facilitating peace- 
able and productive economic rela- 
tions in the Pacific region, particularly 
in official circles in Southeast Asia and 
in Washington. To some extent these 
objectives are being achieved, albeit 
slowly, as Asean and the administra- 
tion of US President Ronald Reagan, 
after some hesitation, seem to be 
warming to the idea of greater coope- 
ration in the Pacific. 

To date, the countries most involved 
— though only informally — include 
Australia, Japan, New Zealand, South 
Korea, the Asean states and the US, 
all market-economy nations. Taiwan 
and Hongkong are excluded at present, 
as are the non-market economy na- 
tions. These exclusions appear to be 
based more on the desire to avoid obvi- 
ous political problems in the initial de- 
velopmental phase of a Pacific com- 
munity than because of any intention 
to be exclusive. Hence the Soviets so 
far have not been invited to participate 
in the early organisational and discus- 
sion meetings. 

There is no question that, whatever 
its differences with the other nations 
involved, the Soviet Union would seem 
to have a neighbour's right at the dis- 
cussion table of the prospering Pacific 
region, as long asit can accommodate 
itself to the basic rules of the game. But 
the prospects for its inclusion are not 






promising at present. The Soviets have 
been asserting themselves vigorously 
in the region since 1975, yet despite 
their greatly expanded military power 
and presence, they have not been able 
to regain the political influence they 
enjoyed in the 1950s — in the decade 
before their ties with China fell apart. 

The Soviets have been their own 
worst enemy in asserting their rights as 
neighbours in the Pacific. Coming in 
like gangbusters to a region distin- 
guished by relative political stability 
and impressive economic perform- 
ance, they have tarnished themselves 
with an image of truculent aggressive- 
ness, symbolised by the pervasive pres- 
ence of the expanding Soviet Pacific 
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Fleet and underscored by such incredi- 
ble acts as the shooting down of a Ko- 
rean Air Lines passenger jet in Sep- 
tember 1983 and the bombing in Ran- 
goon in October 1983 (which killed 17 
South Koreans) by its part-client, the 
unpredictable North Korean regime. 
The most troubled areas of conflict and 
tension within the region, Indochina 
for example, are those within the 
Soviet orbit — with the exception of 
the Philippines. 

Curiously unmindful of their own 
provocations and their militaristic, op- 
portunist image, the Soviets take the 
offensive rhetorically, accusing others 
of producing tensions by increasing 
militarisation. They insist they are al- 
ways open to negotiations, and doubt- 
less they do hope to achieve, by talk, 
some of the influence they seek but fail 
to get through military bluster alone. 

Whatever the circumstances, there 
can be no denying that talking is more 
desirable than shooting. The Soviets, 
however, do not have a particularly ef- 
fective track record when it comes to 
talk. The closest Soviet equivalent of 
the various conferences being held 
elsewhere in the Pacific in recent years 
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is the little-known Pacific Seminar — 


more formally known as the Interna- 
tional Seminar of Young Researchers 
on Problems of Peace and Cooperation 
in the Pacific — usually held in the 


Soviet Far East port city of Nakhodka | 


every two or three years. 

This so-called seminar serves notice 
that the Soviet Union sits astride much 
of the nort! eaches of the Pac 
Basin and, ,isinterested in 
is going on ughout the region. Bu 
the participants are a curious mixtur 
© of scientists, scholars, political ac- 

Шш tivists and apparatchiks. 







"This, in turn, seems to reflect a com- | 


= promise within the Soviet Union wi 
regard to funding sources and regit ! 


politics. As a result, while it is an | 


interesting social phenomenon, the 


meeting is unable to produce much ofa | 


convincing consensus or to make an 
impact anywhere else in the region. 


The activist-apparatchik crowd duti- ; 


fully grinds out a communique whic 
captures the spirit of current Sov 
foreign policy, while the scholars co 
currently hold their own informal col 
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"Much of the academic discüssion 


held in August 1981 and August 1984 
— has focused on the topic of the 
Pacific-community concept. Тһе 
Soviets, as yet, do not have an official 
position on the concept, but it is clear 
that they greatly resent being kept out 
of such discussions. It is a matter of 
pride for them that they should be 
heard, given their international status, 


their undeniable regional presence and | 
the resource potential they represent 


for the region. 
Of course the political realities at 


present preclude immediate participa- 
tion, but the architects of the Pacific- - 
community concept would do well to- 


adhere to their ultimate objective of 


achieving the ideal of a truly open | 
Pacific community. To the extent that | 


the Pacific community would bring 
about greater rationality in the eco- 
nomic intercourse of the region, by 


best utilising dataregarding the inputs | 


and markets of cooperating particip- 
ants, it follows that optimum rational- 
ity would be achieved when as much 


information and as many cooperating | 


participants as possible could be in- 
cluded. This includes the non- market 
economy nations. 


P hina is the most likely candidate as 
the first non-market economy na- 


tion to participate. Of course China, it- | 
self, has to announce a position, and - 


this will depend on what the Pacific 


community turns out to be and what 


benefits China can expect from it. But 






| | critical or sceptical. . 


China's present open-door policy and 
conomic reforms suggest aspiritsimi- |j. 








| lar to that 
formulators. If China should partici- 
pate, and if this participation should 
prove to be successful, then those in the 
region who fear socialist involvement 
might be mollified and there would be 
a structural precedent and encourage- 
ment. for opening the door to other 
x market economy nations. 

eanwhile, it should be noted: that 
еа number of Soviet. scholars 
id officials studying the evolution of 
the Pacifice-community concept. As 
might be expected, some Soviet 
| analysts reject the idea or see it simply 
as another security device aimed 
against the Soviet Union. Others, how- 
ever, are quite sophisticated — even if 




















Although tensions between the 
Soviet Union and its Pacific-region 
neighbours have. since increased, а 
book-length monograph оп the sub- 
ject, Pacific Regionalism: Conception 
сапа Reality, published in 1983 and 
edited by V. Ivanov and К. Malahovsky 
eom of the TACAN TI of Sciences’ In- 










: 6n is hoped th — wi 


the past two Nakhodka seminars — | when he Soviets might possess 


the flexibility that would 
facilitate their own 
participation in a larger, more 
meaningful share of the . 
economic life of the Pacific 
Basin. 9 





stitute of Oriental Studies), appears to 
be just as measured and relatively free 
of polemical assertions. 

The book does see “the US and its al- 


relations as leverage in dealing with 
the developing and socialist countries 

" The authors make other critical 
observations. Among these, they note 
the widening per-capita income gap 
between the advanced and the de- 
veloping countries of the region; the 
extensive shifting of labour and 
energy-intensive, raw-material based 
and ecologically dirty industries to the 
developing countries, as well as 
Japan's growing economic influence as 
| a key forcein making the Pacific-com- 
munity idea a basis for compromise be- 
tween Japanese and American econo- 
mic interests in the region. 

Ivanov and Malahovsky do not see 
the Pacific community asa security de- 
vice per se, but they do perceive such 
an effort as an attempt to limit the 
"steadily growing participation" of 
the socialist countries in the. region’ 8 
economy and “to support, by economic 
measures, the ramified. network of 
military-political alliances aimed di- 

: rectly against the Soviet Union and its 


of the Pácific-community - 


lies as still viewing trade and economic | 


| augur ell f 


They see this use. of economic Am 
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however, t ; ey d ао cone 
remarkable growth and, 1 
tantly, do not condemn the Pai 
community idea out of hand. 

merely advocate “a genuinely 
cratic and open organisation." 
















, nother full study of the cc 
Ф economic relationships: „8 
Pacific Basin — this one by 
perceptive economist in. 
Evgeny Kovrigin — is sc 
completion later this year. Kov 
participant at the Nakhodl 
is not generally opposed to ti 
community idea. He does ten 
ever, to view it as something te 
sidered seriously. 
Khabarovsk is the site too of 
cently concluded, yet-to-be-pu 
study, edited by V. Chichkanov 
tor of the Far East Scient 
Institute of Economic 
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ARTS & SOCII 


Treading gently 
in traditional 
Japanese preserves 


have always jealously 
guarded their traditions. In the arts, 
especially, they have carefully main- 
tained a clear distinction between Ja- 
panese and foreign; only rarely have 
the twain met. Modern almost invari- 
ably means Western-style — not quite 
the same as Western — and old means 
Japanese. This does not mean, how- 
ever, that foreigners cannot partici- 
pate in the traditional arts. 
н Indeed, many have. Kyoto, the most 


traditional Japanese city, is full of 


kimonoed foreign poets, potters and 
painters, often living in quaint old 
temples or. wooden houses. They are 
frequently written up in weekly 
magazines or appear in popular TV 


Striking sensitivities 
In sumos inner sanctum 


By William Wetherall in Tokyo 


teen enthusiasts are dis- 
covering that not all “guest 
are willing to play by the 
local rules. .Forjhalf a century, Japan's 
national sport-has been injected with 
innocuous ‘doses of exotic wrestlers, 
supposedly to .prevent boredom from 
homogeneity; but also to immunise the 

Japanese against doubts about their 
ethnic superidríty. In theory at least, 
foreigners ahd other minorities are not 
supposed to;hold the major titles, or 
otherwise disappoint majority spec- 
tators who paygood money to sce their 
own kind win. +! 

г Japanesezbelieve that the “sport of 
emperors '.óriginated about two mil- 
lennia ago:««!as did everything else 
thought to be purely Japanese. Actual- 
ly, wrestling.is an old and universal 
game, and forms of grappling — possi- 
bly related 10 sumo — are found in 
Mongolia апа other countries sup- 
.posed to haye helped populate the Ja- 
panese islands in antiquity. 

Sumo isJapan’s kokugi, which for 
any other country would translate as 
“national sport." But to purists sumo is 
more than;a sport; some even call it 
sumodo (way of sumo), as in bushido 
(way. of the warrior, or samurai code), 
or sado (way of tea, expressed in the tea 
ceremony ); 
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talk shows in all their Japanese finery. 
They are tolerantly regarded by Japan- 
ese as harmless eccentrics; or, at worst, 


as the famous British Japanese scholar 
it, regarding 


B. H. Chamberlain put 
fluent Japanese-speak- 
ing foreigners, as per- 
forming seals. 

There are certain sen- 
sitive areas where for- 
eigners have to tread 
softly, however. These 
mostly concern those 
pastimes which test 
strength and masculin- 
ity. Sports are an exam- 


ple. The two national 
Japanese games аге / . 
baseball and sumo ` 
wrestling. Sumo, of!  . 
course, is traditional; 


the Japanese version of | 
baseball, some would 
maintain, is too. 

Foreigners, how- . 
ever, feature in 
both. No Japan- 


Fifteen-day tournaments are held 
six times a year in arenas such as 
Tokyo's Kokugikan, sumo's principal 
shrine. The stadium has box seats for 
the emperor, who is the head priest of 
the Shinto religion — the inspiration 
behind sumo traditions and rites. The 
sport is imbued by decorum and a 
timeless pageantry which save it from 
being just another kind of cockfight. 

Every aspect of the sport is control- 
led by the Japan Sumo Association 
(JSA) a foundation incorporated 
under the Ministry of Education. JSA 
members are former sumo wrestlers 
who run training stables after retiring. 
According to the regulations they must 
be Japanese. 

But one does not have to be Japanese 
to wrestle, or even to be a Yokozuna 
(Grand Champion, the highest rank). 
And 20-year-old Salevaa “Sally” 
Atisanoe, a Samoan-American who 
wrestles under the name Yasokichi 
Konishiki, has provoked some JSA of- 
ficials into considering more exclusive 
ways to preserve sumo as the “na- 
tional” sport. 

Although Konishiki did not win the 
recent autumn grand sumo tourna- 
ment, he came in a strong second by 
upsetting two Yokozuna and several 
other high rankers — this, despite only 























os (eft): underdog role. 





ese baseball team of any importance is 
without its gaijin senshu (foreign play- 
er), mostly over-the-hill professionals 
from the American major leagues. 
These players are supposed to be 
good, but not too 
good. There are 
many tales of for- 
eign players who, 
after hitting an em- 
? barrassing number 
"T ^ of home runs, faced 
<a ri nothing but balls 
E ®, thrown straight 
КӨ at their heads. 
gy Such measures 
are taken with re- 
markable  coordi- 
nation between 
„ players and um- 
|? pires when Japan- 
| 12 esefaceisthreaten- 


© 


% 


Fat salaries are 
supposed to com- 
. pensate for such 
: treatment, but some 
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two years of sumo 
experience, and 
only one- previous 
tournament in the 
upper division. Most sports comment- 
ators feel that Konishiki will become 
the first real foreign Yokozuna. 

If Konishiki stays around, he could 
dominate the ring for a decade like the 
great Taiho, who retired in 1971 with 
32 tournament victories — the most in 
sumo history. Taiho is reported to have 
said that losing to a foreigner such as 
Konishiki is a disgrace to Japan — a 
strange remark from the mouth of a Ja- 
panese whose mother is supposed to 
have been a White Russian. 

But Konishiki's greatest threat to 
the inner sanctum of sumo may be the 
attitude critics have read into his off- 
hand remark on a TV programme that 
sumo is simply a type of kenka (fight- 
ing). Most offended by this equation of 
sumo with a street brawl was 
Yoshitaka Takahashi, a professor of 
German literature. who chairs the 
council which decides who becomes a 
Yokozuna. 

In Takahashi's view, “the problem is 
that sumo is a kind of ethnic [meaning 
'racial'| culture rather than a pure 
sport. The life of a sumo wrestler in- 
volves cultivating wealthy patrons, 
and entails other obligations which 
would be negative elements for ordi- 
nary athletes. But now this strong guy 
barges in with the idea that winning is 
all he needs to do." 

Konishiki is being criticised for 
practising an unaesthetic form of sumo 
based on the mechanics of power. 
Takahashi feels that Konishiki has no 
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foreign players get rather exaspe- 
rated and start behaving as foreign 
males are often expected to: they go 
berserk, ripping off their team mark- 
ings, throwing their bats in the air, 
shouting at the managers. The Japan- 
ese press is uniformly outraged and the 
gaijin senshu goes home in disgrace. 

Sumo wrestling, being so entirely 
traditional, is an even more sensitive 
area. Luckily, Japanese male supre- 
macy has never been seriously chal- 
lenged so far, though the popular 
Hawaiian-born Takamiyama came 
close. But Takamiyama learnt to be- 
come a true connoisseur of the Japan- 
ese male psyche and knew just how to 
be popular, win bouts and still save 
everybody's face. 

It may have helped that he never be- 
came а ‘Grand Champion. Japanese 
love the fighting underdog, a role 
Takamiyama played to the hilt. There 
is a new foreign face on the sumo scene, 
however, and he appears to entertain 
the dangerous notion that he ought to 
play to win... —|.B. 


"art" or "technique" — one of sumo's 
three sacred elements, known as shin- 
gitai (spirit, technique, phvsique). His 
solution to the problem would be to 
distinguish sumo as a kokugi (national 
sport), from sumo as a “spootsu” 
(sport), without topknots and loincloth 


| 
| 
| 


strings. There is a joke about sumo | 


trainers giving up on an African black 
they recruited because "no one could 
form his kinky hair into a topknot." 
One critic has said that "foreigners 
with black hair are tolerable, but that 
blond topknots and blue eyes would be 
resisted.” 


onishiki stands 187 cm, and at 473 

lb he is the heaviest wrestler in 
sumo history. More important, how- 
ever, is his sturdy and stable build, and 
his speed and agility in the ring. But 
some critics find Konishiki's colossal 
physique unattractive. Uncomplimen- 
tary epithets (from “baby elephant” to 
"monster") have rolled from the lips of 
those who regard him as something 
less than human in comparison with 
their favourite Yamato wrestlers. "It is 
difficult for me to say this," remarked 
one veteran sports writer, "but the 
body of a giant mollusc is unsuitable 
for a Yokozuna.” 

Sumo novelist Naruo Morita profess- 
es to dislike both Takamiyama, the 
Hawaiian-born wrestler who retired 
this year, and Konishiki. According to 
him, "the sumo character which en- 
dows great Japanese wrestlers is evi- 
dent in neither of them." Morita be- 
lieves that sumo is like other "truly 
traditional things Japanese which for- 
eigners have difficulty understand- 
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Konishiki: a hungry ‘fighter.’ 


ing,” and he sees no need to inter- 
nationalise the sport. “To do so would 
be like combining oil painting with Ja- 
panese art, but Japanese art is good the 
way it is." He concludes that "if for- 
eigners become Yokozuna, sumo 
should be abolished.” 

. The "brown bulldozer” is said to 
have the "rational mentality" of an 
American, simply because he studies 
video tapes of his ring opponents and 
actively solicits information about 
them from older stablemates. He also 
works out with weights in a rented gar- 
age. 

Konishiki is credited, however, with 
having the kind of hangurii seishin 
(hungry spirit) which many critics feel 
is lacking in Japanese wrestlers who 
tend to have had much softer lives. He 
sends most of his earnings to his par- 
ents in Hawaii, and he flatly states that 
he has no intention of staying in Japan, 
unlike his famous mentor and sponsor 
Takamiyama (REVIEW, 7 June '83). All 
he wants is a little fame, and enough 
money for a house and business back 
home. 

The recently retired Takamiyama, 
formerly an American from Hawaii 
but now a Japanese national and 
stablemaster, has been called a “black 
ship" in reference to Commodore 
Matthew Perry's 1854 "invasion" of 
Japan which forced the self-isolated 
country to open its ports to foreign ves- 
sels. But Konishiki is being dubbed a 
"nuclear aircraft carrier," referring to 


his physical bulk — but also to his 
somewhat unwelcome presence 

While Takamiyama may have bro- 
ken the colour line as the first "real 
foreigner" to make inroads into sumo 
— he won one tournament and set most 
of his records before he naturalised — 
a number of ranking sumo wrestlers 
(including Yokozuna) have been of Ko- 
rean ancestry. Some were pressured to 
naturalise and adopt Yamato names. 
When now-retired Mienoumi was pro- 
moted to Yokozuna in 1979, Korean 
community papers in Japan showed 
pictures of him reporting his achieve- 
ment before his father's grave. Both 
parents were Koreans, and Koreans in 
Japan wêre upset that the Japanese 
press made no mention of the 
naturalised wrestler's ancestry 


Foreigners have been competing in 
sumo for at least half a century. An 
American began wrestling under the 
name of Hiraga in 1935. Some Ameri- 
cans were even wrestling in Japan dur- 
ing the war. Konishiki is the 41st for- 
eigner to make his debut in sumo, not 
including those from Taiwan, Korea, 
and Sakhalin during the colonial 
period. Eight foreigners are presently 
competing in one of the six sumo divi- 
sions — three other Americans, three 
Brazilians, one Korean and a Chinese 

While the hardcore protectionists 
have captured the headlines, most 
opinion leaders in press interviews 
have come to Konishiki's defence. The 
prolific author Saho Sasazawa be- 
lieves that Konishiki's appearance has 
made sumo more interesting. "The 
extraordinary power of the super- 
sized wrestlers crashing together and 
pushing one another is a real specta- 
cle," saysSasazawa. "And thetoppling 
of such large wrestlers by smaller 
wrestlers who depend on technique is 
also one of sumo's attractions. " 

Novelist and would-be politician 
Akiyuki Nosaka argues that Konishi- 
ki's appearance could bring about a re- 
vival of the original national sport. He 
sees no need to exclude Konishiki just 
because his nationality is different, or 
because he may look unusual. And he 
predicts that sumo will be improved 
further through Konishiki's challenge 
to other wrestlers. 

Erotic-fiction writer Kawakami 
Sokun flatly states that “limiting sumo 
to Japanese only would lead to the at- 
rophy of the national sport.” He dis- 
likes the closed character of the JSA, 
and believes sumo would be enhanced 
by the admission of contenders from 
all over the world “without respect to 
their personal appearance — beautiful 
or ugly. Even the hideous should be ad- 
mitted if they are strong.” 

But defending the more xenophobic 
line, comedian Beat Takeshi believes 
that the size and power of such foreign 


51 


T a лычы а PERF 
№7 \ NF 
» * 





| Pa. s >», vr 
athletes as Konishiki put Japanese 
athletes at a disadvantage. “All this 
talk about spirit and technique is non- 
sense," he argues. "Just think of what 
would happen if foreigners started 
competing in kendo [bamboo-sword 
fencing]. The foreigner is going to be 
taller and have longer arms, and the 
Japanese fencer will be struck first." 

The comedian was not trying to be 
funny when he decried the way the Ja- 
panese coach of the American Olympic 
gymnastics team embraced his athletes 
and shared their joy: “He got paid to 
teach an enemy country all of Japan's 
techniques! " His solution to the threat 
of aliens dominating Japanese sports is 
to "create an all-foreign sumo stable, 
and an all-foreign baseball team.” 

Many Japanese share Takeshi's hope 
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for the appearance of a Yamato wrest- 
ler who would do for sumo what 
Rikidozan did for professional wrestl- 
ing until his death in 1963 from knife 
wounds suffered in a nightclub brawl 
with a gangster. The great gladiator 
(REVIEW, 6 Oct. '83) restored Yamato 
machismo to its proper place under the 
sun, at a time when Japanese were 
"bearing the unbearable" aftermath of 
defeat in a war that was to have been 
won. 

But the perennial habit of invoking 
Rikidozan's name, whenever the 
Yamato gods fail to keep the outlander 
at bay, is pregnant with one of the 
many ironies which make Japan the 
country it is. For the peerless hero of 
post-war Japanese sports was secretly 
proud of his Korean anced п 
(A, 
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wood, brick and stone? 


By James Clad in Kuala Lumpur 


ver the past 10 years, architects 

here have begun to ask themselves 
a rather basic question: what exactly is 
Malaysian architecture? This raises 
deep issues about the nature of Malay- 
Sian society. Although annual Malay- 
Sian house-design competitions and 
“traditional” embellishments оп 
otherwise anonymous buildings point 
to something distinct in Malaysian ar- 
chitecture, the growing debate about a 
national design identity really comes 
down to a choice between two con- 
trasting approaches. 

These are either working within 
what one writer has called “a glorious 
eclecticism,” or making a special effort 
to find or — if it cannot be found — to 


~ consciously evolve a distinctly Malay- 


Sian architectural philosophy. Exam- 


| ‚ ples of both approaches compete for 


clients’ attention in fast-growing 
Kuala Lumpur. But the quest for iden- 
tity does not come easily. Some special 
Malaysian characteristics impede the 
search, quite apart from the usual prob- 
lems arising whenever indigenous — 
kampung or Chinese-urban — design 
traditions confront high-rise build- 
ings, modernism and motor transport. 

о begin with, there is a fundamen- 
tal disagreement about what consti- 
tutes the country's "indigenous" ar- 
chitecture: does it include Iban long- 
houses from Sarawak, for example? Do 
Overseas Chinese temples or the dis- 
tinctly Straits Chinese townhouses 
merit inclusion? Is it enough to simply 
drop a roof inspired by traditional 
Malay forms on top of an otherwise 
conventional building? Even Malay is- 
tana (palace) architecture draws on 
European and Hindic influences. So, 
which elements qualify for inclusion in 
the national form? 






Dayabumi building, through an aging archway; 
Museum Negara: vanishing ‘local’ features. 


In the past, designers in the various 
regions of this country happily have 
incorporated a smorgasbord of styles 
and embellishments — ranging (in the 
words of Kuala Lumpur architect 
Jimmy Lim) from  "mock-Tudor, 
Moorish Revival, Victorian Colonial, 
Dutch Renaissance . . . [all the while] 
local artisans lent their Taoist or 
Buddhist inspired touches — Oriental 
embellishments on otherwise very 
Occidental buildings. " 

Malaysia's multicommunal charac- 
ter both complicates and enriches the 
quest for national identity. On the one 
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impedes acceptance within the 


'officially nurtured "national culture" 


of all architectural forms, regardless of 
origin. On the other hand — and often 
without realising it — various cultures 
within Malaysia have borrowed liber- 
ally from each other. In his newly pub- 
lished Chinese Architecture in the 
Straits Settlements and Western 
Malaya, for example, David Kohl de- 
scribes Malayan Chinese building up 
to World War II, as using “architec- 
tural concepts from native Malay 
building practices combined with 
masonry and tile of traditional Chinese 
forms .. . Facade ornamentation and 
fenestration ideas from Palladian Eng- 
land were incorporated, as were prac- 
tical warm-climate ideas from India.” 
Although an eclectic basis for an 
integrated “Malaysian” architecture 
therefore might seem in place, the 
communal conundrum prevents an 
easy blending of styles. Malays tradi- 
tionally have shunned densely settled 
habitation. And even though (accord- 
ing to Tan Sri Mubin Sheppard — an 
authority on Malay culture) “many 
sultans discarded their palaces in 
Sri Menanti, Pekan, 
Kuala Kangsar and 
Alor Star to move 
into modern, West- 
ern-style buildings,” 
Malaysia's cities (un- 
til quite recently) re- 
mained almost exclu- 
sively the preserves 
of immigrants — es- 
pecially Chinese. 


S ome architects, in- 
cluding Malay- 
sian Technology Uni- 
versity visiting pro- 
fessor Penny Gur- 
stein, believe a pro- 
found Malay ambiva- 
lence about towns (as 
places where поп- 
Malays do un-Is- 
lamic things) still re- 
mains the biggest 
stumbling block to a 
"Malaysian architec- 
ture" апа, more 
widely, to the deve- 
lopment of a civic 
cultüre. 

A surprising lack 
of architectural interest in “Chinese” 
shophouses may illustrate the point. 
Impelled by a colonial-government 
brick-and-mortar ultimatum in the 
last century, rows of uniquely embel- 
lished, two-storey shophouses sprang 
up in all Malaysian towns. They re- 
main a distinctive feature of the coun- 
try and, to Malays at least, seem quin- 
tessentjally "Chinese," even though 
the features that make them "local" — 
such as the stepped roof or high venti- 
lated shutters — are disappearing. 

The same disinterested attitude 
(from architects of all communities) 
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- such as government-sponsor- 
ed trading and equity cor- 
—porations. (The NEP aims to 
transfer at 
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3 othe ink house ‘In the 
present national-identity mood, ar- 
chitectural students and most of their 
instructors do not see these structures 
as having much “Malaysian” content 
or origin. Because of this communal 
identification of building types, as well 
as the nouveau-riche character of 
much Malaysian wealth, it is difficult 
to imagine Malaysians of any race 
flocking back to the inner cities to 
"gentrify" old shophouses. Nor, for 
that matter, will zoning laws allow 
them to do it. 


The “Chineseness” of Malaysian 


-towns has an even deeper impact. 


Much current town planning and the 
design of larger edifices arose from the 
Malays' recent "arrival" in towns — 
Malay urban drift really picked up 
only after the 1969 race riots and the 
implementation of the New Economic 
Policy (NEP). Some see this 
ambivalence reflected espe- 
cially in what they call "Malay 
monumentalism"; that is, in 
the architecture of such build- 
ings as the United Malays 
National Organisation party 
headquarters, or in office 
buildings for NEP creations 


least 30% of 
corporate wealth to bumi- 
putras — mainly Malays — by 
1990.) 


I: their political symbolism 
and scale, these new build- 
ings are as much a form of 
"public architecture" as more 
strictly national buildings, 
such as Parliament House, the 
National Mosque or the dis- 
tinctive, British-built Kuala 
Lumpur railway station. 
Datuk Isham Albakri's Bank 
Bumiputra building is one 
of these. He has set a Kelan- 
tan roof pattern over a 
free-standing, self-contained 
annexe, enclosing, in slabs of brown 
polished stone, the main public bank- 
ing area. Behind this Malay appari- 
tion, soars a conventional highrise of- 
fice building. Albakri, one of Malay- 
sia's pre-eminent architects, told this 
correspondent that he wanted “to 
make the point vividly that this was 
the bumiputra bank, and that the 
bumiputras had arrived in the inner 
sanctum of the business district.” 

The distinctive roof lines of Kelan- 
tan, Kedah or Negri Sembilan houses 
have inspired other public or NEP-re- 
lated buildings: the National Museum 
is an early example. Designed in 1958 
by Ho Kok Hoe, its two-tiered central 
roof, curved gable faces, precast con- 
crete screens, iron grilles and wooden 
panels amount to à Malay statement 
without much concession to other ele- 
ments. 


54 


een in E 


Bhd (PNB) ТЕТ іп ait the ar- 
chitects, Kumpulan Senireka — in the 
words of the PNB blurb sheet — “in- 
corporated traditional intricate Malay 
architectural characteristics . . . the 
annexe has a three-tier, kampung- 
styled roof and a decorative front grille 
with intricate Malay motifs modelled 
on the glass and reinforced concrete." 
Here PNB has repeated Albakri's Bank 
Bumiputra idea — but with less suc- 
cess; mainly because it simply grafts a 
Malay annexe onto a sleek 41-storey 
building. 

Yet even the self-consciously Malay 
monumental element has begun to lose 
ground, giving way to more austere 
and Islamic forms, or to completely in- 
ternational or contemporary styles. 
Albakri's Lee Rubber building may be 
counted among the latter. For non- 


Lim-designed suburban dwelling; Lee Rubber building; 
Kuala Lumpur's new and old: virtues of human scale. 





traditional Islamic expressions, the 
nearly completed building for Lem- 
baga Urusan Tabung Haji (Luth, or the 
Pilgrims Management and Fund 
Board) must be counted, along with the 
new International Islamic Centre 
being built close to the National Mos- 
que. Above all, the Dayabumi Com- 
plex, opened earlier this year, merits 
mention in this vein. 

In Dayabumi, a soaring white-tiled 
building features a typically Middle 
Eastern arch. Now routinely floodlit at 
night, this arch provides a stunning 
addition to the Kuala Lumpur skyline 
— though its deep recesses of dark 
marble and echoing passageways 
make it less manageable as a working 
building. The Luth building (dismissed 
by one local architect as a “cross be- 
tween an hourglass and a rocketship”), 
incorporates identifiably Middle East- 


lemic Centre disp n less originality 


ern arch p atter whil ie The gen Is- 





— only a few arch-like windows break 
bare expanses of right-angled con- 
crete. 


he point, however, is not whether it 

is good or bad, but rather that the 
impulse behind the new Islamic Cen- 
tre is far removed from the airy, 
wooden structures distinguishing tradi- 
tional Malay architecture. The disdain 
of wood as a building material has 
become more.pronounced as Malay- 
sia grows wealtheir. Although the 
Persatuan Arkitek Malaysia (the 
Malaysian Architects Association) 
routinely sponsors contests for innova- 
tive home design using wood, house- 
buyers prefer the solidity of brick and 
stone. 

The wealth of Malay housing types, 
appropriate to the climate, is being 
abandoned in the cities. Only 
a few architects. including 
Lim, have consciously used 
wood, unfaced brick and 
terracotta tile to create houses 
in which roof patterns enable 
the free flow of convection 
currents; Lim's houses are 
among the most refreshing 
and original residential de- 
signs in Malaysia. 

Parallel to these often con- 
fused trends in architecture, a 
new mood of civic preserva- 
tion has arisen — albeit con- 
fined mostly to members of 
Kuala Lumpur's business 
elite. A new group, the Badan 
Warisan Malaysia, has begun 
lobbying to save historic or 
architecturally unique struc- 
tures, including Kuala Lum- 
pur's old art-deco influenced 
Central Market, old hotels 
and offices. Some signs — 
such as' the government's 
shifting the National Art Gal- 
lery to the old Majestic Hotel 
— show that the civic plan- 
ners are listening, but other 
issues (such as Malacca’s 
Bukit China controversy [REVIEW, 23 
Aug.]) suggest that arguments based 
on preservation, alone, may not con- 
vince the authorities. 

In sum, Malaysia now seems to be 
running headlong in the direction of 
high-rise monuments (adorned 
perhaps with traditional or Islamic 
motifs) while ignoring examples, both 
from Malay and earlier Chinese 
domestic architecture, that could show 
the way forward. Such conceits as for- 
mal classical pediments or Corinthian 
encrustations which make the earlier 
architecture of various communities 
here attractive, have just about disap- 
peared from old kampung homes or 
shophouses. And this, at a time when, 
ironically, "post-modernists" in. the 
West have rediscovered the virtues of 
human scale and classical embellish- 
ment. п 
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When your company needs 
a reliable source of trade financing, 


our name makes a difference. 


Global reach, broad experience, 
substantial resources. They can make a 
world of difference to a company seek- 
ing a reliable source of trade financing. 


They're exactly what your company 


can expect to find in a trade financing 
relationship with American Express 
Bank. 
We've been a leader in trade 
finance for over 60 years 
American Express Bank conducts 
business in 39 countries and has 60 
years' experience in trade finance as a 


principal business activity. That experi- 


ence has given us broad knowledge of 
both local markets and the various 
government-insured export credit pro- 
grams designed to stimulate trade. 
This knowledge—when combined 
with an awareness of your financial 
needs and your customers' credit- 
worthiness—makes us able to respond 
uickly with a trade financing program 


that fits your company s needs precisely. 


Our knowledge of local markets 
can also help identify areas where 


American Express International Banking Corporation 


demand for your products seems likely 
to increase. It may even help us identify 
some new business prospects. 

And because one individual—your 
American Express Bank Account 
Officer—serves your company's needs, a 
high degree of coordination between 
our services can be achieved. 

Our trade financing programs can 
help your business prosper 


A trade finance package from 
American Express Bank may include 
long-term export credits, bank guaran- 
tees, letters of credit, or bankers' 
acceptances. In addition, we offer 
helpful counsel on foreign exchange 
trends...assistance in trading both 
"hard" and "soft" currencies at favorable 
rates...and sound management of your 
excess cash. 

We can offer your company the 
benefit of our sophisticated funds 
transfer facility as well. And because our 
experience and resources allow us to 
serve the needs of both exporter and 
importer, your transactions can be 





concluded with fewer delays and 
lessened risk, and at lower cost. 
Talk to us soon 

We welcome the opportunity to 
discuss your company's trade financing 
requirements and to show you how 
American Express Bank's global reach, 
experience and resources can make a 
world of difference to your company. We 
invite you to call or visit any of the 
American Express Bank offices listed 
below. 

American Express Bank. When 
your company needs a reliable source of 
trade financing, our name really does 
make a world of difference. 
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Dream of a distant dawn 


India Waits by Jan Myrdal. Sangam 
Books. Rs 95 (US$6.50). 


ith the burden of a post-imperial 

white man’s conscience, a Bengali 
leftist intellectual as a father-in-law 
and a passionate conviction that “in 
the long run it is the people who consti- 
tute the driving force of history,” 
Swedish poet and novelist, Jan Myrdal 
— political and social commentator 
and self-confessed “disloyal Euro- 
pean” — has had a long involvement 
with India. He sees it neither as an exo- 
tic store-house of ancient wisdom, nor 
an innately wounded civilisation, but 
as a survivor of centuries of exploita- 
tion, trammelled but surging to be free. 

“It is true that the masses of India 
are poor. It is true that there are flies 
crawling over what have been eyes of 
the blind boy begging in Calcutta. But 
that is not the truth of the Indian peo- 
ple... And the future of India will be 
decided in the vast Indian countryside, 
in that half million dungheaps called 
villages . . . by those masses that are 
economically non-existent and often 
portrayed as apathetic and caste-rid- 
den," he says in the preface of an ac- 
count which is part social and histori- 
cal travelogue, part ideological credo 
and part painfully intense personal 
testament. 

The book was a long time in coming. 
Myrdal and his photographer wife, 
Gun Kessle, came to India in 1958, at 
the zenith of the Nehru era, but "the 
book that I had wanted to write ever 
since the War... was simply too dif- 
ficult... After four months of writing 1 
was convinced that I knew nothing, 
understood nothing and could formu- 
late nothing." 

Myrdals resumed Indian odyssey 
begins in December 1979 in New Delhi 
which, since its legendary origin as In- 
draprastha recorded in the 
Mahabharata some 4,000 years ago, 
has undergone nine resurrections. 
Prime Minister Indira Gandhi's 
Emergency is over and a “new raj” 
rules the capital. But in the chill of 
winter the opposition is in disarray, 
revolutionaries talk of the “dichotomy” 
that historically has prevented Indian 
liberals from identifying with the peo- 
ples struggles, and the winds of 
change threaten to blow again. "The 
India of the rulers is full of slogans, 
luxury ... and phrases... The India of 
the ruled is destitution, privation, star- 
vation and death.” 

Myrdal leaves the “hexagonal” city, 
“laid out to make it easily defensible,” 
for Bihar, the “oldest India of unbro- 
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ken tradition . . . the heartland of 
Buddha, Chandragupta and Asoka . 
where Alexander appeared on [the] 
horizon ... as a bandit chief raiding 
outlying districts of the empire" and 
where "the Indian state, which is still a 
model for India today, began to take 
form" as Arvan tribalism crystallised 
into social classes and agricultural 
Vedic civilisation with its rigid caste 
system. “All its philosophers, poets, 
great thoughts and grim exploitation 
took root, eventually to be assimilated 
into all-embracing Hinduism. 

The past lies in constant ambush. 
Buddhist Nalanda ("The world-fam- 
ous learning of the monks . and 
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Untouchables: new class lines. 


С 


their dignified gravity reposed on the 
back-breaking toil of 20,000 families”) 
and the world-renouncing followers of 
the itinerant mystic, Makkali Gosala, 
evoke the timeless question of suffer- 
ing. History and contemporary news 
reports blur together: “Today, like yes- 
terday, tomorrow ... or 2,500 years ago 
when the unarmed untouchables 
awoke . , . they found 500 hired mur- 
derers surrounding their village 
screaming and shouting and firing..." 
However, Myrdal notes that the bat- 
tle lines in contemporary rural conflict 
are being drawn along new class lines, 
rather than the ancient antagonisms of 
caste; "the struggle has to do with land 
and its yield . . . semi-feudalism has 
begun to take on the features of 





MARIA FIAL be 


capitalism.” But capitalism (though 
“60% of industrial capital is owned by 
the State... one cannot call this social- 
ism") is no answer, and "development 
lies like acrid smoke from burnt vil- 
lages in the winter mist.’ 

Comparisons with China are inevi- 


table. "Indian revolutionaries were 
never able to emancipate themselves 
from European authority . . . revolus 
tion and the nation did not come to be 
merged in India 


onial| plundering now desired to keep 
this plunder going for its own benefit, 
with the aid of the government ape 
paratus created by the British for that 
purpose." India, Myrdal says with 
fierce irony, "is capitalism's most sues 
cessful development model. It is just 
that there are [500 million] superfluous 
Indian parasites living [in|] poverty: 
Perhaps they could be sprayed away? 
Or something could be put in 
their well-water?" 


he armed squads of politi- 


cal activists organising 
peasant movements in the 
hilly forests of Andhra 


Pradesh, which Myrdal clan- 
destinely visits, represent for 
him a future hope — perhaps 
forlorn — of deliverance from 
svstematised dispossession, 
suppression of dissent, and 
rape and. torture used as m- 
struments of class policy. "Lat 
salam!” says a bamboo-cutter 
he meets, "Revolutionary 
greetings! The world is ours!” 
Myrdal, however, admits that 
a long. dark night lies before 
even the promise of a new 
dawn. 

Many, though agreeing with 
his basic premises, will ques- 
tion Myrdal's conclusions. 
Some might consider his 
maverick scholarship, rest 
lesslv ranging from Marx t9 
Manu, from Adam Smith tà 
Kautilya, suspect, and his fre- 
quent and lengthy digressions, dis- 
tracting. With а zealot's relentlessness, 
he traces undercurrents of racism to 
sources as little suspected as Orwell, 
Forster and Bertrand Russell's The 
Artist as Imperialist, and envisions a 
grassroots cultural revolution in which 
the “poorest and most downtrodden” 
will liberate not only themselves but 
also their captors from their prison- 
keeper role 

Myrdal's messianic fervour, to some, 
might smack of radical chic; hair shirt 
styled as designer combat gear. His 
honesty and sincerity, if not all his ar- 
guments, however, are beyond doubt, 
and his self-questioning should evoke 
disquieting echoes in many quarters, 
both North and South. — BUNNY SURAIYA 


The class estab-- 
lished by the British to administer [GO 





D б 
A ЭУ | 7 
t 7 


WENDY FORDYCE 





BUSINESS AFFAI 


RS 2 ^ 3 
0 cm 








наь. 


Passengers alight from a SIA flight in Colombo: ‘thriving on an environment of free competition." 










Singapore-Sri Lanka flights disrupted after talks break down 


Air rights and wrongs 


By Lincoln Kaye in Singapore 
he flag-carriers of Singapore and 
1 Sri Lanka have broken off air 
services between the two coun- 
tries in a dispute over traffic rights. 
The rupture marks the most serious 
setback Singapore Airlines (SIA) has 
suffered so far in the tough bargaining 
that increasingly has marked its bilat- 
eral air-pact negotiations (REVIEW, 4 
Oct.). The carriers differ acrimoni- 
ously in their versions of the abortive 
last-minute negotiations to head off 
the final break, but neither holds out 
much hope for a resumption of service 
— though negotiators are scheduled to 
reconvene during the second week of 
November. 
Passengers stranded by the dispute 
were shunted to other carriers, while 


Air Lanka routed some of its 
eastbound traffic through Kuala Lum- 
pur — a temporary accommodation 


that the Colombo-based carrier hopes 
to make permanent in negotiations on 
1-7 November with Malaysian offi- 
cials. SIA, for its part, hinted at plans 
to reroute some of its erstwhile Colom- 
bo traffic via Karachi or Maldives. 

Even after the 28 October cut in ser- 
vices, SIA maintained a paternalistic 
tone towards Air Lanka, its former 
protege. Colombo, according to the 
SIA house journal, Outlook, “now has 
a unique opportunity to try to emulate 
the progressive countries of the Asia- 
Pacific region,” which have “thrived 
оп an environment of free competi- 
tion." 

A decade of aggressive network ex- 
pansion has earned SIA its current 
status as the region's most profitable 
airline outside of Japan. But the liberal 
bilateral agreements underpinning 
this growth — mostly concluded dur- 
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SIA; Air Lanka: stormy relations. 
ing the air-industry’s heyday in the 
1970s — have been subject to some 
hard scrutiny at renewal time in the 
bearish 1980s. 

Stormy relations have been reported 
over the years with Alitalia, British 
Airways, Scandinavian Airlines Sys- 
tem, Thai International and Qantas. 
Even such United States carriers as 
Pan Am and Northwest Orient are said 
to be leery of Singapore's request for 
four more routes to the US West Coast, 
since the proposed routings through 
Taipei and Tokyo could siphon off pas- 
sengers to those Asian destinations. 
More than once, discontinuation of re- 
ciprocal air service has been 
threatened (though Air Lanka is the 
first actually to take that step). For all 
SIA's advocacy of the “cut and thrust” 
of unfettered competition (in chairman 
J. Y. Pillay's words), it finds itself these 
days more and more bogged down in 
the feint and parry of protracted 
negotiation. 

To back up its free-market rhetoric, 
Singapore likes to cite the liberal air 
pacts it has concluded with countries 
ranging from the US and Britain to 
Nepal and Brunei (REVIEW, LETTERS, 
25 Oct.). Yet the two extremes of com- 
mercial aviation development — the 








established major powers and the 
smallest newcomers — have the most 
to gain from such accords, while risk- 
ing the least. 

Vest-pocket states gain world-class 
air service in exchange for allowing 
SIA to carry their nationals on globe- 
spanning routes that their own fledge- 
ling flag-carriers would be hardly in a 
position to contest. For the entrenched 
industry giants, with home markets 
large enough to absorb SIA's chal- 
lenge, Singapore offers the region's 
best-equipped and most convenient 
airport for stop-overs and transfer of 
cargo and passengers. 

But in Air Lanka, SIA ran into a bar- 
gaining partner that is neither too big 
nor too small to see itself, at least po- 
tentially, in head-to-head competition 
with Singapore on kev routes. In some 
respects, Air Lanka is too much like a 
vounger version of SIA for relations to 


proceed smoothly. 
H ment formula is much the same: 
rapid fleet and network expan- 
sion; refusal to join the International 
Air Transport Association cartel so as 
to attract the budget travel trade, and a 
standard of cabin service that union- 
bound Western airlines or newer Third 
World flag-carriers find hard to 
match. Nor is the resemblance between 
the two carriers coincidental — SIA 
seconded a corps of managers to the 
then newly established Air Lanka fol- 
lowing the 1979 bilateral agreement 
between the two countries. 

Technical assistance, though, was 
about all the Singaporeans were giving 
away in 1979. As far as routings were 
concerned — the real meat of the 1979 


oth airlines’ business-develop- 
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pact — the bilateral agreement was 


stacked very much to Air Lanka’s dis- - 


advantage. SIA was given relatively 
free run of seven highly profitable 
European sectors where Air Lanka 
soon found itself in a position to mount 
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potentially lucrative East Asian sec- 
tors. 

SIA maintains that the agreement’ S 
restrictions were imposed at Air 
Lanka's instigation in the first place, 
and that the pact offers both carriers 
equal opportunities in terms of rout- 


ing, traffic, frequency and aircraft. 
type. If Singapore has managed to take - 


full advantage of these opportunities 
while Air Lanka has been blocked 
from doing so by Australia's denial of 


landing rights, that does not make the |. 
agreement itself lopsided in the SIA | s 
SIA accepted a |. 


view. Nonetheless, 
series of cutbacks on its European and 


Middle Eastern services through Со- | flights 

lombo since, according to official 
statements, it “recognised that there |. 
was previously a revenue imbalance in 


its favour." 


That imbalance had been rectified, | 


SIA claims, as of 1983, when it esti- 
mated that each е і 
lines earned roughly S$60 million 


(US$27.88 million) on the Colombo- | 


Singapore sector. To underscore which 


of the two parties held the whip hand - 


in negotiations, SIA stressed that this 
sum represented 16% of Air Lanka's 
total revenue but only 2% of its own. 


Air Lanka chairman. Capt. R. Wick- | 
these estimates 
overstate his airline's earnings on the 


ramanayake, says 


sector by nearly 30%, and that the 


Singapore-Colombo link actually ас- 
counted for no more than 10- 1296 of 


Air Lanka's revenue. 


It was this discrepancy between the 
two airlines’ estimates of Air Lanka's 


earnings on the sector that set the stage 
for the final rupture, Each side mis- 


judged the other party’ s perceived | 


stake in the dispute. Allegedly to re- 
dress the ongoing imbalancein the two 


carriers’ revenues, Air Lanka issued a 


demand in August for access through 


Singapore to Tokyo, at the same time - 


calling for the shutdown of SIA service 


through Colombo to Copenhagen, Abu 


Dhabi and Dubai. 


SIA, claiming that parity had al- - 


ready been reached, flatly refused. 


Bilateral talks broke down and а 
slanging match ensued. Wickramana- 
| charged Singapore with "want- f 





E. as usual." E SIA's 





change Фог ا‎ a rights. on five : 


rights through Colombo 
i sector. 


| did SIA. At the very end 


of the two air- | R 






brass retorted TT is enough,” and 
“we are no longer prepared to suffer 
‘death by a thousand cuts." The esca- 
lation of threats and counter-threats 
culminated in SIA's notice late in Oc- 


tober of termination of the by-now-de- 


cimated 8 agreement. 






s customarily followed 
by a freeze of services at current 
‘levels during the one-year's grace 

for negotiation of a new pact. 
But if SIA thought to hold the line and 
buy time through its termination 
notice, Air Lanka dealt it a surprise. 











Colombo waited out the expiry of 


SIA's summer schedule without grant- 
ing approval of a new schedule for 
winter, effectively halting the two car- 


| riers’ reciprocal traffic. In its closing 
| chapter, the dispute boiled down to the 





largely symbolic issue of | t айс 







gen. Danish officials had: 
Lanka that, if it wanted to ade 
Copenhagen- -Colombo service to ihe 
one.it already runs, it would have 
to. persuade SIA to relinquish the 
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By James Clad in Kuala Lumpur 
sa "E" he prospects for the Malaysian 
economy in 1986 are bright” 

with growth reaching about 6%. ac- 
cording to an optimistic forecast in the 
Finance Ministry’s annual Economic 
Report, released simultaneously with | 
the 1985 budget (REVIEW, 1 Nov). But 
it is not clear What justifies this op- 
timism — given the ministry's prog- 
nosis for global trading conditions and 
continuing, deep-seated problems in 
the national accounts. Prices for Ma- 


| laysia's prime export commodities re- 


main largely unchanged from mid- 
year despite earlier euphoria about a 
commodity mini-boom (REVIEW, 2 
Feb.). The country also has decided 
against further increases in oil produc- 
tion, while a slowdown in world trade 
will stifle manufactured exports. 
Aside from a decision to reduce taxes 
for higher. income earners for the year 
beg January 1985. ithe fiecision 
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| Malaysia' s prognosis for world trade gives rise to 
doubts over its. domestic economic fort 
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to keep oilfield depletion rates. 
was, perhaps, the most significa 
` litical dimension of the budget. 
sources interpret the restraint е 
an admission that higher deple 
creating reservoir-management | 
lems, or as an acknowledgment i 
strains the accelerated 
(which has tripled yield d 
past three years) has put on ties 
some other countries — notab 
donesia. 

Jakarta has viewed the mark 
pressing effect of Malaysian (and o 
countries) depletion policies 
quiet but growing displeasure. Indore 
sian President Suharto, whose gove 
ment remains highly dependent ono 
revehues, raised the issue with Mal 
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Brent 440,000 bpd limits Mays S 
options — preventing a later control- 
_ led boost to merchandise receipts if 
e ` yields for other products fail to meet 
expectations. 
ў The Economic Report — aside from 
— annual central bank surveys or reviews 
- of development plans — is Malaysia's 
- most thoroughly researched public 
E economic document. Looking to 1986, 
` itsays growth prospects for the indus- 
"trialised countries — and with them, 
for Malaysian exports — "greatly de- 
pend on the course of fiscal and monet- 
"ary policies" followed in the United 
States, and on "the responses from 
` other industrial countries" to US deve- 
. lopments 
— — The Finance Ministry concludes that 
- “reduced public sector expenditure" 
— án 1985-86 will lessen the need to bor- 
- row from abroad “at a time of high in- 
terest rates," and that "fiscal incen- 
` tives to the private sector" also will 
- boost foreign-exchange earnings. 
__ — But what is certain from the Finance 
_ Ministry's prognosis is a steadily rising 
.  eurrent-account deficit, which for 
1984 is reckoned to reach M$5.2 billion 
- (US$2.16 billion). Interest on offshore 
E loans — and to a lesser extent dividend 























est component of services pay- 
— ments. The deficit in this area is fore- 
| [cast to rise more than 17% in 1985. 
ч The report goes on to say that, 
v “propelled by an increase іп net invest- 
| у: ‘ment income payments amounting to 
— M$5.6 billion, as a result of the expiry 
- Of [the] grace period for interest pay- 
ments on some large public sector 
— loans, the deficit in the [total] services 
account is expected to widen to 
- M$10.78 billion." It adds that the cur- 
_ rent-account deficit (based on its own 
> optimistic export predictions) will 
show a "moderate improvement" (to 
- just M$302 million less than in 1984). 
For 1984, the report estimates Ma- 
laysia's gross domestic product will 
grow by 6.9% to M$33.6 billion — one 
percentage point higher than in 1983. 
— For 1984, the gross national product 
- will rise by a nominal 12% to M$71.8 
— billion. Real GNP growth will be a 
— Still-respectable 6.1%, compared with 
— 1983 growth of 4.4%. 
* Sectoral contributions to GDP will 
v 


d 41 


` 


— be little changed from 1983| with the 
largest shift resulting from petroleum 
earnings’ increased share (nearly 5% 
_ of 1984 GDP, against 4. 2%! in 1983). 
E In order of prominence. agriculture 
(21%), manufacturing (19%), whole- 
— sale/retail commerce (14%) and gov- 
— ernment services (13%) will remain the 
` largest sectors. In assessing the per- 
—  formance in 1984, the report reflects 
С greater overall buoyancy in external 
trading conditions. Output of the ag- 
ricultural sector (chiefly palm oil) will 
grow by 3.4% for 1984 after dropping 
2.7% the year before. Without palm-oil 


have ‘fallen away since gi ста 
quarter. 

In the mining sector, at an unpre- 
cedented 440,000 bpd extraction rate, 
petroleum will boost growth in earn- 
ings to 7.5% — as will liquefied natu- 
ral gas exports, which are expected to 
have doubled during the year. Tin pro- 
duction will show a continued decline 
for 1984, by 26.4% to 42,000 tonnes — 
half theamount produced 10 years ago. 
The report reveals a mixed picture in 
other sectors. Manufacturing produc- 
tion increased by 8.7% during the first 
half — especially in electrical machin- 
ery, appliances and petrochemicals — 
but resource-based industries (such as 
wood or rubber products, or palm-oil 
refining) did less well during this 
period. Manufacturing enterprises 
overall are estimated to have worked 





at just 71% capacity during the first 
half. 

Mainly owing to a slowdown in pub- 
lic-sector projects, the 10.6% growth 
achieved during 1983 is expected to 
slip to 8.3%. Non-government services 
will have increased their value-added 
contribution to the economy by 9% in 
1984, but development-spending re- 
straints will cut government-services 
growth for 1984 to just 4.2%. 


L ooking beyond this year's perform- 
ance, the Finance Ministry is plan- 
ning on steady growth for Malaysia's 
exports in 1985 — despite its own pre- 
dictions that the economy will reflect 
“less vigorous growth” in external de- 
mand. Overall export receipts should 
rise by 7.5%, the report says, with rub- 
ber, petroleum, manufactured goods 
and even tin scoring increases of 4.5%, 
1%, 20% and 7.2% respectively. Only 
palm-oil earnings will drop next year, 
shedding nearly 10% of 1984 export 
earnings (which, at M$4.6 billion, are 
up a staggering 56% over 1983 re- 
ceipts), the report predicts. Thus, de- 
spite what one Treasury official de- 
scribed as “ominous” signs of a coming 
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V'eount: -surplus — 26% over this 
year's estimate, from M$4.7 billion to 
M$5.9 billion. 

Another question mark hangs over 
the government's faith in the private 
sector providing an increasing share of 
capital investment, through its 
"privatisation" drive. Although the re- 
port says "private sector growth is also 
expected to increase quite significant- 
ly this year" — with nominal 13.9% 
growth to M$15 billion — a large but 
unquantifiable bite of this has come 
from public authorities or govern- 
ment-owned corporations. 

‘Ranging from the state oil corpora- 
tion, Petronas, to the Heavy Industries 
Corp. of Malaysia, the Treasury has 
categorised investment by these corpo- 
rate bodies as "private." By excluding 





only the largest 11 of 41 "off-budget 
agencies" 


(defined as government- 
owned enterprises 
generating at least 
M$5 million a year 
cashflow) the re- 
port still claimed 
a 15% increase in 
"private" invest- 
ment. 

But some offi- 
cials quietly ac- 
knowledged that 
a strict non-pub- 
lic-sector compu- 
tation would show 
a much less im- 
pressive percent- 
age gain (after 
virtual stagna- 
tion since 1982). 
Given an expect- 
ed loss of nearly 
M$330 million in 
revenue, the large personal income-tax 
cuts announced in the budget could be 
seen as a shot at lifting disappointing 
private savings and investment. 

The effect that a slowly depreciating 
Malaysian dollar might have on all 
these projections largely escaped at- 
tention in local analysis of the budget 
and the Economic Report. From early 
September to the end of October, the 
local dollar depreciated 6 M cents 
against the US dollar — in contrast to 
the first eight months of the year when 
it strengthened against the currencies 
of almost all Malaysia's major trading 
partners. 

Commodity traders welcomed the 
slight downward movement — which 
some analysts believed the central 
bank also found acceptable. The ab- 
rupt pressure on the Malaysian dollar 
in the first week of October resulted 
from widespread belief that the Inter- 
national Monetary Fund had given the 
Malaysian Government a recommen- 
dation to lift export receipts by de- 
valuing the currency. However, the 
government derided: both before and 
after the budget, having any such in- 
tention. п 
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Getting ts know yOU 


; sen and Britain begin to chip away at their 


` differences over access to financial markets 





_ By Charles Smith in Tokyo 
LC with the series of incon- 


— nancial 


clusive discussions that Japan and 
_ Britain have had over their bilateral 
trade problems, two days of talks on fi- 
problems between British 
— Treasury officials and their Japanese 
— Ministry of Finance (MoF) counter- 


| pl 23-24 October yielded impres- 


Ww. 


— sive results. 

The two countries entered the dis- 
_ cussions deeply dissatisfied with each 
other's positions оп two major issues: 
` Britain’ s refusal to grant a banking li- 


— cence in London to Nomura Securities 


(Japan's top broker) and the alleged 


| foot-dragging of the MoF over applica- 
— tions by British merchant banks and 


— stockbrokers for 


permission to do 


— securities business in Tokyo. But, by 


the time the British Treasury's second 
permanent secretary, Geoffrey Littler, 
‘and MoF's vice-minister for interna- 
"tional finance, Tomomitsu Oba, 
finished their talks, both problems ap- 
| peared to be well on the way to solu- 
tion. 

Less than 24 hours after the talks 


` ended, two British finance houses — 
merchant banker S. G. Warburg and 


b 


London was less spectacu- 


- In essence the British require- 


- must convince the Bank of 
England that their operations 


_ {Һе MoF what Nomura would 


as other Japanese securities 


“legitimate” banking author- 


stockbrokers W. I. Carr — 
apparently had been told 
Бу the MoF to submit formal 
applications for securities li- 
-cences. This would normally 
“mean the MoF actually had 
decided to issue the licences. 
_ Progress on the long-stalled 
Nomura banking licence in 


lar. 

But British officials said 
after the meeting that they 
had explained “clearly” to 


have to do to get its licence. 
ment is that Nomura, as well 


firms seeking these licences, 


in London would be subject to 
supervision in Japan by a 


ity — not simply the securities 
bureau of the MoF. 

Meeting the British licensing 
requirements for Nomura still 
may turn out to be a complex 
business for Japan, but at least 
it appears that constructive 
discussions on the issue will 
now take place. These clearly 
did not occur in the four years 
before the October talks. Nom- 


ura first sounded out the Bank of Eng- 
land in mid-1980 about its plan to 
undertake various specialised banking 
business in London. 

The meeting of minds that took place 
in Tokyo over both the Nomura licence 
and the problem of securities licences 
for British organisations in Japan 
means that a major logjam has been 
cleared in the relationship between the 
financial authorities of the two coun- 
tries. Oddly enough, however, the two 
seemed to be in total disagreement 
after the talks on precisely how a 
breakthrough had been achieved. 

Japanese press reports the day after 
the discussions ended spoke of a trade- 
off between Japan and Britain, under 
which the British had promised to give 
banking licences to Nomura and three 
other major Japanese securities firms, 
in return for an undertaking by the 
MoF to stop holding up the issue of 
securities licences to British houses in 
Tokyo. 

Littler emphatically denied that any 
such deal had been struck. British fi- 
nancial officials came to Tokyo, he 
said, determined to convince Japan 
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! ses between an issue of “princi- 


ple” such as the application by a Ja- 
panese securities company to act as a 
bank in London, and the “routine” 
question of whether British brokers 
would be allowed to do securities busi- 
ness in Tokyo. 

Whatever Japan may have thought 
before the talks about British insist- 
ence on principles, it appears at least to 
have been convinced that the British 
were serious. Commenting on the way 
the talks went with regard to the Nom- 
ura case, one of Littler’s colleagues 
told the Review that “at least they 
have stopped pretending they don't 
understand what we аге talking 
about.” 


sked to explain how he had managed 

to persuade Japan to speed up the 
issue of securities licences if he had not 
made any concession of principle in re- 
lation to Nomura, Littler in effect said 
he had done it by reading the riot act to 
the MoF concerning the presence of Ja- 
panese brokers in London. “I pointed 
out to them that 47 Japanese securities 
companies are operating freely in the 
London market whereas the position 
as regards UK companies in Tokyo is a 
blank sheet.” Littler said he had told 
the MoF Japan was being warned that, 
if the sheet remained blank, Japanese 
securities companies in London could 
start facing “various problems.” 

Whoever convinced whom of what, 
the main point about the talks would 
seem to have been that the two sides at 
least succeeded in understand- 
ing each other after years of 
arms-length relations. The 
British Treasury and the Bank 
of England hold twice-yearly 
talks with their counterparts 
in France and West Germany 
concerning access to each 
others’ markets, but appa- 
rently never thought before of 
having similar discussions 
with Japan. Having met and 
discovered that some scope 
exists for fruitful give-and- 
take, the two sides apparently 
decided to make a habit of it. 
The next series of British- 
Japanese financial talks are al- 
ready scheduled for early 1985 
in London. 

Successful though the talks 
seem to have been, they appear 
to have left open one issue 
of major concern to Britan 
which could yet cause prob- 
lems. This is the question of 
whether British merchant 
banks and stockbrokers will be 
allowed to manage the invest- 
ment of Japanese pension 
funds when Japan opens this 
sector to foreign participation 
in 1985. 

Domestic pension-fund 
management is at present lim- 
ited under a de facto arrange- 
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ment to the seven Japanese trust banks | 
and to the one city bank (Daiwa) which 
has a trust department. But Japan has 
given its word to the United States that 
foreign trust banks will be allowed 
into this lucrative sector under rules to 
be announced around the end of the 
year. 

The British concern is that com- 
panies such as S. G. Warburg and 
Grieveson Grant, which are extremely 
strong in the field of international in- 
vestment management, could find 
themselves shut out of the Japanese 
market simply because they are a dif- | 
ferent type of "animal" from either 
Japan's existing trust banks or the US 
financial institutions which are trying 
to gain admission. 

Britain could find itself getting what 
one source calls the "lowest common 
denominator" of treatment accorded 
to the European Economic Communi- | 
ty. British merchant banks might not 
be allowed to do trust banking in 
Japan since they are not trust banks 
under Japanese or US definition — 
while West German or French banks 
might be. 


The worries over how British mer- 








By Richard Hanson in Tokyo 
J apanese authorities are piecing to- 
gether a final plan, expected to be 
out by year’s end, to create a yen- 
denominated banker’s acceptance (BA) 
market as a means of financing trade 
The modest scheme now taking shape 
is being welcomed by traders, who 
would prefer to use yen financing 
when it is cheaper than the much-used 
dollar BA market in New York. 

For Japanese banks and securities 
houses, however, establishing a yen BA 
market has turned into a battle for ter- 
ritorial control. If banks have their 
way, brokers will be barred from trad- 
ing in the new instrument. Analysts 
say that could stunt the growth of the 
market, but the banks are at least as in- 
terested in protecting their traditional 
short-term yen lending business as in 
creating anew market. 

The idea of establishing a yen BA 
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A new financial market in trade-financing instruments is 
being created in Japan — but banks balk at sharing it 
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to six months later. A bank would ac- 
cept the trade draft at a discount, and 
the exporter gets his money. The bank 
is then able to sell the draft in a secon- 
dary market 

Serious consideration how to 
create the market began late last year 
under pressure from the United States; 
American negotiators see the yen BA 
as one more means of opening up the 
yen for greater international use 
(REVIEW, 1 Nov.). But at least some 
foreign bankers are sceptical about 
how "international" market will 
be. The rules will keep the yen BA mar- 
ket a strictly ven affair. International 
arbitrage operations, say between the 
New York dollar BA market and 
Tokyo, will be discouraged by requir 
ing all drafts involving third-country 
trade to be based in yen originally 

Even before the BA was turned intoa 


о! 


tne 


chant banks will be treated indicate 
that Britain is not yet out of the woods, 
despite the breakthrough achieved on 
23-24 October. What does seem to have 
happened, however, is that the two 
sides have now taken each other's mea- 
sure. п 
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dates back over a decade to when the 
Bank of Tokyo, Japan's foreign-ex- 
change specialist, began studying it 
Like a dollar BA, the yen instrument 
would be created, for example, when a 
Japanese company sells a product 
overseas, payment for which is due up 


financial markets issue, Japan's Minis- 
try of International Trade and Indus- 
try last year spotlighted ven BA 
proposal by making it part of an im- 
port-promotion package. That put the 
issue in public view, but was mislead- 
ing about what the yen BA will mean 
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— All but one of the concerned parties 
_— the Ministry of Finance (MoF) 
—hàve taken up final positions in the yen 
BA market debate. Officials are now 
_ trying to find.a compromise. A “con- 
Crete scheme" is due out by the end of 
1984, as agreed by the US-Japan ad 
hoc group on financial markets in May. 
Shortly thereafter, the market could 
"begin to operate. Judging from the pro- 
Posals on the table, however, the yen 
3A market may initially be a far cry 
from what Japanese and American 
negotiators agreed was to be a market 
Instrumental to the further develop- 
‘ment of Japanese short-term money 
markets and to the internationalisa- 
‘tion of the yen." 
__ From the private sector, three voices 
— have been heard. Naturally, the 
— loudest is from the Japanese banks. 
The securities industry, which banks 
—want to exclude from dealing in BAs, 
— has requested:that it too be included. 
_ Two major trading groups, steel and 
_ petroleum, have had their say. They 
= Want cheaper finance than is now 
- available from the market in New York. 








E E most controversial aspect of the 
~ & banks’ position is to keep (at least 
—initially) dealing in the BAs to them- 

— selves and Tokyo's money brokers. Se- 
' Curities houses would be excluded on 
- grounds that a B ing accepted by a 
_ Stockbroker wouldiook very much like 
— corporate commercial paper, an in- 
—strument so,;faf'banned by the MOF. 
— Banks argue that a BA is not a securi- 
i ties instrument Securities firms can 

counter-argue hat they are already 

— able to trade: in^foreign-issued com- 
—mercial paper and certificates of depo- 
— sit, and that the distinction between 
n securities and bank instruments has 
7 been blurred considerably since banks 
- were permitted this year to deal in na- 
i tional bonds. 

„From the banks’ view, the other key 
| issue is that a new BA market should 

avoid treading on established domestic 

| financing routes. Banks therefore re- 
ject the idea — put forward by steel 
mills and oil importers — of extending 

BAs to cover post-import (known as 

jiki hane) financing of goods, which 

bankers argue, could mean stretching 

- the terms beyond what is considered a 

- reasonable maximum of six months. 

- Post-import financing would also cut 

- into short-term yen lending by banks, 

_ which in most cases carry compensat- 

- ory deposits with the banks. 

On the other hand, banks want to 

- exclude BA financing from the limits 

which are set on banking credits to a 
single company. That is important in 
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also want BAs to lie outside the quan- 
titative limits set by the Bank of Japan 
on overall bank lending. 

The points on which everyone is 
more or less agreed include the mini- 
mum size (¥100 million — US$408,664) 
and the term (one to six months) of BA 
draft. Everyone, except the tax au- 
thorities, also agrees that the stamp 
duty should be lowered on all types of 
drafts which would circulate. Under 
present rules, the cost of the stamp ona 
¥ 100 million draft, for example, would 
be ¥20,000 — an 0.02% annual charge 
if stretched out over 12 months, but a 
quadrupled 0.12% charge for three 
months. 
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withir the same industrial 
“group.” But the banks 
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the matter. Sut it dc ^s seem 
likely that it will favour the inclusion 
of post-import financing. That would 
add to the scale of the market, perhaps 
making it as large as ¥1-1.5 trillion. 
Banks, however, believe the market 
would be better off starting much 
smaller and developing naturally. The 
MoF may also find it difficult to 
exclude securities houses completely 
from participating — despite the fact 
that most securities houses have only a 
vague idea of what sort of animal a BA 
instrument is. One securities house of- 
ficial admitted that "it is like the de- 
bate a long time ago over whether to 
liberalise grapefruit imports — carried 
on by people who had never seen one 
before." п 










Overboard оп ships 


A compulsory scrap-and-rebuild programme has Indonesian 
shipowners angry, but opens avenues to industrial development 


By Susumu Awanohara in Jakarta 


he Indonesian Government is 

launching an aggressive and com- 
prehensive programme to develop the 
country’s shipbuilding industry. As a 
first step in the scheme, being im- 
plemented under the leadership of Re- 
search and Technology Minister B. J. 
Habibie, shipowners are being forced 
to scrap all old vessels and sell the 
scrap to state-owned Krakatau Steel 
— which Habibie oversees as head of 
the Council for Strategic Industries — 
at prices well below the international 
market. 

As a second step, shipowners are 
promised concessional financing to re- 
place the scrapped vessels. They will 
be required to buy standard, locally 
built ships jointly designed, with Ja- 
panese help, by the Agency for the As- 
sessment and Application of Technol- 
ogy (BPPT) and state-owned Surabaya 
shipbuilding company P T PAL — 
both headed by Habibie. The trouble is 
that the prices of these ships, built 
using high-cost local inputs and an in- 
experienced workforce, are likely to be 
far higher than those of similar, 
foreign-built vessels, particularly the 
second-hand imports which are popu- 
lar with local shipowners. 

There is a good deal of resentment, 
especially among shipowners and sea- 
men, at the government's high-handed 
approach. Also, economists worry 
about the prospect of creating, at great 
cost, a new industry which will remain 
inefficient for an indefinite period — 
which in turn will keep transport costs 
high and Indonesian products uncom- 
petitive in world markets. 

On the other hand, there are those 
who are convinced Habibie is correct 
in promoting shipbuilding, consider- 





ing Indonesia's geography and its ur- 
gent need for a better transport system, 
its surplus labour and its need for ac- 
celerated and broadly based indus- 
trialisation. These people feel that tak- 
ing the least-cost path towards indus- 
trialisation will only widen the gap 
with advanced countries and increase 
Indonesia's dépendency. 

Already many foreign companies are 
scrambling to take а slice of the coming 
shipbuilding boom. The Japanese, for 
example, see in Indonesia a potential 
Brazil (which has developed into a 
fairly successful ا‎ country, 
partly with Japanese help) or another 
South Korea (which has, mainly 
through its own efforts, overtaken 
Japan in some areas), 

It was only in late March that ship- 
owners were told that all ships more 
than 30 years old must be taken out of 
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with those over 25 years old to follow 
the same route to the scrappers’ yards 
by 1 January 1985. Shipping officials, 
including then secretary for sea 
communications (now promoted to 
sea Communications director-general) 
J. E. Habibie, Technology Minister 
Habibie's younger brother, explained 
that this was in order to restore the 
health of the domestic shipping indus- 
try, suffering from serious overton- 
nage and low load factors, and engaged 
in a wasteful rates war. 

In March, the government calculated 
that 62 vessels on the inter-island reg- 
ular liner service, totalling around 
61,000 dwt and accounting for some 
12% of the tonnage in this category, 
and 26 vessels on the connecting “local 
service,” totalling 3,700 grt and ac- 
counting for 3% of this service, would 
Stop operating on 1 May, along with 
113 smaller boats, mainly tugs and 
barges. Similarly, one ocean-going 
freighter, 60 more inter-island vessels, 
12 local-service vessels and 25 smaller 
boats would go out of service by 1 
January 1985. One recent study sees 
about 335 ships in the ocean-going, 
inter-island and local services, total- 
ling about 220,000 dwt, being scrapped 
during the current five-year plan, end- 
ing in March 1989. 


O vertonnage and the age of vessels 
have been amongthe acknowledged 
problems of inter-island and local 
shipping services. The load factor was 
chronically below 50% in most cases 
and often the cost of running dilapi- 
dated ships could not be covered by 
government-set tariffs, which were 
further cut in the fierce competition 
for cargoes. Recession made things 
even more difficult for the operators in 
these services and early this year, some 
of the largest privately owned shipping 
companies were offered for sale. There 
were no takers. 

The state-owned inter-island line 
P T Pelni (coming under the younger 
Habibie's jurisdiction) was in the news 
in early 1984 when it fired 3,800 of its 
7,500 employees. Suffering losses con- 
sistently for 30 years since its estab- 
lishment, Pelni had accumulated debts 
of more than Rps 20 billion (US$18.87 
million) — which were habitually re- 
scheduled by state-owned banks and 
ship-financing companies. A World 
Bank-financed study in 1981 showed 
that Pelni’s net loss was reduced 
dramatically from Rps 3.06 billion in 
1978 to Rps 314 million in 1980. But the 
loss jumped again to Rps 5.2 billion in 
1982 and about Rps 4.7 billion in 1983. 

The 1981 study on Pelni had recom- 
mended, among other things, retire- 
ment of older and less-efficient ships, 
while combining cargo on low-volume 
routes and rescheduling vessels for 
greater efficiency. A few months be- 
forethe government's scrapping policy 
was announced, the newly appointed 
Pelni president-director was calling 


scrapping Бу 1 May 1984, | 





for government action to prevent a 
wholesale bankruptcy of inter-island 
shipping. 

The government made it clear from 
the start that the scrapping policy 
was not negotiable. The feeling among 
officials was that once they be- 
gan negotiating, administrative ir- 
regularities would abort the policy. 
While many shipowners professed to 
appreciate the government policy, 
most could not hide their anger. The 
Indonesian National Shipowners As- 
sociation (INSA) was divided on how 
to respond to the official policy. 

Pointing to the fact that the inter-is- 
land service had been steadily losing 
its share of domestic cargo to local and 
even traditional, non-motorised ser- 
vices, some shipowners refused to be- 
lieve that there was overtonnage in the 
inter-island service and wanted offi- 
cial favours to save it — at the expense 
of the other services. 

Many also said the government 
should have used seaworthiness, in- 
stead of age, in deciding which ships 
should be scrapped. Another source of 
resentment was that scrapping had to 
be done by officially designated ship- 
breakers and that the scrap steel had to 
be sold to Krakatau Steel, another 
giant money-loser among state enter- 
prises, at Rps 50,000 a ton on a credit 
basis. That was less than half the cash 
price offered by shipbreakers in 
Taiwan or Singapore. 

Shipowners complained that paper 
shipbreaking firms were suddenly 
formed by well-connected business- 
men to cash in on the boom. They 
doubted the government's claim that, 
when the extra costs of scrapping ships 
overseas were taken into account, the 
price offered by Krakatau Steel was 
reasonable. The government's attitude 
was summed up in the younger 
Habibie's comment that shipowners 
could keep their old ships if they were 
so dissatisfied — as long as they did not 
operate them. 

By mid-year, it was clear that the 





scrapping policy was part of a grand 
scheme to boost industrialisation by 
promoting shipbuilding. The scrapped 
vessels will have to be replaced by 
Caraka Raya (superior courier) vessels 
of 1,000 dwt, 2,250 dwt and 3,000 dwt 
designed by the older Habibie's BPPT 
and PAL, it was announced. Mitsui 
Engineering and Shipbuilding Co. of 
Japan, which has a technical coopera- 
tion agreement with PAL, has been en- 
gaged in the actual design of these con- 
ventional, multi-purpose vessels 
which will be able to carry containers. 

Once the production drawing of the 
Caraka vessels is completed, they will 
be distributed at no cost to the main 
shipyards, which will be free to par- 
ticipate in open tenders. It is hoped 
that mass production of standardised 
ships would accelerate the learning 
process, reducing production costs 
rapidly, and would make cheap and ef- 
ficient maintenance possible. One 
plan, which is now clearly too optimis- 
tic, said that 80 Caraka vessels of vari- 
ous sizes will be constructed by March 
1989. 


A: inter-departmental team, involv- 
ing BPPT, PAL, the sea communica- 
tions directorate-general and the In- 
dustry Ministry (the last of which will 
look after the interests of Krakatau 
Steel, supplying the steel plates, as 
well as the shipyards), are now work- 
ing out plans for the implementation of 
the Caraka programme. For each ves- 
sel, four separate tenders will be in- 
vited: first, for the body of the ship; 
second, for the engine and auxiliary 
machinery; third, for imported (non- 
engine) machinery and inputs; and fi- 
nally, for "inland products" including 
steel plates and profiles, wood pro- 
ducts, textiles, plastics and ceramics. 
The powerful State Secretariat, which 
is vigorously pushing domestic pro- 
duction of all conceivable items, is ex- 
pected to play a major part in the ten- 
ders. 

PAL, no doubt, will take a chunk of 
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- demonstrated an ability to raise large 





















- country's financial authorities even in 
these lean times — PAL is building 
- patrol boats and two 3,500 dwt tankers 
(oil product carriers), developing a 
_ modern sailing boat, partially powered 
by solar energy, and will start local as- 
‘sembly of Boeing jetfoils. 
| Other ambitious plans include con- 
8 ruction of a dock capable of building 
30,000 dwt ships and Indonesia's own 
v arships, as well as establishment of a 
me ajor computer centre. The two tank- 
ers are among the five that state oil 
company Pertamina ordered some 
tim e ago and Mitsui is helping PAL in 
their construction. The five tankers are 
by far the largest and most sophisti- 
‘cated vessels to be built in Indonesia. 
— Of the dozen or so other medium- 
ized shipyards, Intan Sengkunyit in 
- Palembang, owned by. former Per- 
_ (аппа president-director Ibnu 
Sutowo, апа state-owned  Pelita 
S Bahari in Jakarta are also likely to 
- benefit greatly from the Caraka pro- 
_ gramme. Intan Sengkunyit, with or- 
ders from Pertamina to build two more 
of the 3,500 dwt tankers, recently de- 
| cided it needed help from Japan's 
- Niigata Tekko — which is supplying 
— the diesel engines for all five of the Per- 
- famina tankers. 
- Pelita Bahari, responsible for the 
fifth 3,500 dwt tanker, recently be- 
` came the first shipyard to launch its 
vessel — after a year's joint work with 
- Nippon Kokan. Refurbished with Ja- 
_ panese aid, Pelita Bahari is іп top 
_ Shape and has the physical capacity to 
- build four 3,000 dwt ships a year — if 
_ the company can learn to utilise fully 
its new facilities. 

















` Rf aturally, engine-makers are eager 
Р to participate іп the coming ѕһір- 
' building boom and Niigata has a 
— head start. As with car engines, the 
E vernment wants engines for ships to 
manufactured in Indonesia and will 
invite investment. Initially, the en- 
. gines will simply be assembled here, 
with local-content requirements being 
_ Таіѕеа gradually. As with car engines, 
lithe cost of building engines for ships 
will rise rapidly as local content is in- 
creased. But the government's plans to 
— build 80 Caraka vessels during the cur- 
rent five-year plan — and several 
hundred more before the end of the 
. programme — makes the investment 
appear worthwhile. Besides, in the 
| next few years, Indonesia will have no 
. choice but to import wholly built-up 
engines. At least 15 foreign companies 
have now applied for investment ap- 
proval, according to an official. 
Modern shipyards require large in- 
_ vestments but also use a lot of labour. 
. Thus, shipbuilding is less capital-in- 
tensive than some of the other up- 
stream projects (such as in petrochem- 
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- funds without obstruction from the 


dust st ial yaw eaten 
donesia has been moving into. НЕ 
tion, sup FoR industries, some of 
which (fitting out and upholstery, for 
example) are obviously labour-inten- 
sive, should help absorb the country’s 
abundant and under-utilised labour 
force. 

But too-rapid local sourcing could 
not only raise costs but may result in 
inferior ships. Steel inputs, needing 
approval of recognised international 
ship classification societies, will be 
safe to use, but their prices to ship- 
yards are expected to be substantially 
higher than products available on the 
international market. Most other func- 
tionally vital components of ships are 
not yet manufactured here, or if they 
are, are of still-low quality. Even those 
involved in the Caraka programme are 
aware that a hurried attempt to pro- 
duce everything domestically will cer- 
tainly be damaging. A clear definition 
of priorities is needed. 

Some time ago, BPPT issued a tenta- 





tive price list for the Caraka vessels 
which shocked the shipowners who 
had been told that they would be al- 
lowed to buy nothing else. The Caraka 
ships would cost US$3,300 a dwt for 
the 1,000 dwt class, US$2,650 a dwt for 
the 2,250 dwt class and US$2,100 for 
the 3,000 dwt class. The shipowners 
said they could buy used Japanese 
ships for inter-island service (mostly 
500-2,000 dwt) built around 1977 or 
1978 at about US$600 a dwt and those 
constructed in 1980 or 1981 at lessthan 
US$800 a dwt. Later BPPT withdrew 
its original figures, saying they were 
too high, but the agency has yet to 
come up with new figures. 

The fact that the state-owned ship 
financing company, P.T. PANN, will 
provide some concessional finance is 
hardly a consolation to the shipow- 
ners. The financial authorities are ex- 
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scrutinise 1 the Carakz | team 5 
every move at a time when capital is 
particularly scarce and social condi- 
tions are visibly deteriorating. Even 
national security chief Gen. Benny 
Murdani is now calling for more 
labour-intensive projects in the public 
sector, to the great satisfaction of the 
elder Habibie's detractors among 
economists. This suggests that if the 
Caraka programme is pushed through, 
it will be at the expense, largely, of 
shipowners. 
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Ves little is known about the terms 
and source of finance to be made 
available to ship buyers. One idea that 
has been raised is to have PANN pur- 
chase all the Caraka vessels and lease . 
them to shipowners for 15-20 years. At 
the end of the lease period, the ships, 
still good for another five to 10 years, will 
belong to the shipowners. BPPT seems 
to be counting on the government- 
owned Indonesian Development Bank 
(Bapindo), the World Bank and gov- 
ernments of  machinery-exporting 
countries for large sums. The World 
Bank is normally understanding about 
Indonesia's industrial aspirations, but 
at the same time it has cautioned 
against excessive protection. 

Although foreign engineers working 
in Indonesia's shipyards generally be- 
lieve the industry can eventually be 
raised to world standard, manage- 
ment and motivation are low and few 
at the shipyards have an overall view 
of what they are trying to achieve, But 
this is largely because of the dearth of 
trained engineers and administrators: 
one of the biggest shipyards, for exam- 
ple, has only two qualified engineers, 
whose ability equals their counter- 
parts in other developing countries, 
the foreign engineers say. The obvious 
long-term solution is education. In the 
shorter term, the government will have 
to decide quickly what amount of ship- 
building subsidies is justified under 
current fiscal and balance-of-pay- 
ments constraints, taking into account 
the likely benefits of the Caraka pro- 
gramme. 

There is little genuine exchange of 
opinion between the Caraka propo- 
nents around the elder Habibie and its 
critics. Concern is compounded by the 
feeling that President Suharto, who 
has been an excellent listener and mas- 
terful arbiter, seems less patient these 
days. Having recently appointed 
Habibie head of the newly formed 
Strategic Industries Council, with a 
mandate to duplicate the “success” of 
his aircraft-manufacturing venture, 
P.T. Nurtanio, in other industries, in- 
cluding shipbuilding, defence, explo- 
sives, steel, rolling stock, telecom- 
munications and electronics, Suharto 
may not be interested in further bic- 
kering. But some feel that Nurtanioisa 
financial disaster, or has great poten- 
tial for becoming one (REVIEW, 12 July) 
and that Habibie has yet to convince his 
critics that it would be otherwise. D 
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(including our subsidiary 
Union Bank in California) м 
can provide faster, more 
efficie nt service 

And because our range 
facilities covers everything 
from the financing of individ 
ual shipments, through foreig 
exchange dealing in all the 
local currencies, to m: jor 
project finance and merchant 


The fast-growing markets 
and economic pote ntial of the 
Pacitic Basin may be news to 
many — butthey re hardly new 
to Standard Chartered. 

In fact, as The Chartered 
Bank, we've been part of the 
local economic and business 
scene for more than a century. 

And that's good news for 
our customers. 









Because we know the markets in more banking, we can offer you a genuine one-stoy 
detail, we can give sounder advice and financial service that few other banks can mate! 
more constructive help on doing business — in the Pacific Basin or elsewhere 
in them. Find out more about the Standard 

Because we ve got a stronger branch net- Chartered difference at any Chartered Bank 
work, with more than 250 offices in the area, branch. It could make all the difference to yor 
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Direct banking,worldwide 


Standard Chartered Bank PLC, Head Office, 10 Clements Lane, London ECAN 7AR 


Offices in: Argentina, Australia, Austria, Bahamas, Bahrain, Bangladesh, Belgium, Bermuda, Botswana, Brazil, Canada. Colombia, Denmark. Falkland 
France, Gambia (The), Germany, Ghana, Guern г. Hong Kong, India, Indonesia, Ireland, Isle of Man, Italy japa n. Jersey, Kenya, Korea (South), Leba 
Macau, Malawi, Malaysia, Mexico, Mozambique Nam ibis, Negara Brunei Darussalam, Nepal, Netherlands, Nigeria, Oman. Pakistan Panama, Peoples Republic of Chit 
Philippines. Qatar, Seychelles, Sier rra Le nne, Singapore, South Africa, Spain, Sri Lanka Swaziland, Sweden Swit: wetland, Thailand, Uganda ted Arab En 


U nited Kingdom, USA, Venezuela. Zambia. Zimbabwe 


First Class? No, Economy. chair instead of a Tourist Class seat. 


in our 747s, there are only 8 seats 
It's simple. Book yourself on SAS First abreast. In our DC-10s, just 7. 
Business Class. You get 38 inches of legroom instead of 
We seat you in a spacious, restful cabin 34 inches. 
instead of behind a curtain. You dine on china instead of plastic. 
You can relax in a next-to-First Class You drink from a real glass instead of a 








plastic cup. Tokyo and three non-stops from Singa- 
You’re provided with electronic head- pore/Bangkok. And friendly Copenhagen 

phones instead of those old acoustic ones. Airport gives you excellent connections to 
You get everything except a surcharge. all of Europe. 

The fare is normal economy. No more. 


Try us next time you fly to Europe. Yj 7, f$. At 
We offer you four weekly connections from / 


The Businessmans Airline 
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For worldwide financial service, you should 
look for a bank that offers you a bit more 
than just services worldwide. 


You need a bank whose interest doesn't stop 
short at your balance sheet. A bank that 
takes the trouble to understand your busi- 
ness, in order to provide you with sound 
advice; and not just in financial matters. A 
bank that is large enough to offer you a com- 
plete range of financial services, yet flexible 
enough to produce tailor-made solutions to 
your international problems. 


One of the leading banks in the world. 
Dresdner Bank AG 
Head Office: Frankfurt/Main, Fed. Rep. of Germany. 


We are Germany's second largest bank, with 
1,000 domestic branches, and over eighty 
offices worldwide. After being in international 
business for more than a century we work for 
more than 100,000 companies. They know 
what they can expect from us. A full range of 
international financial services – and a bit 
more. 


Dresdner Bank 


Bank with imagination 





In Asia: Hong Kong, Singapore, Tokyo, Jakarta, Osaka, Beijing, Bombay. 





Closer still to Kuala Lumpur is 
Fraser's Hill, where the cool air is 
ideal for one or even two rounds ol 
golf. You can go jungle trekking and 
discover the serene beauty of the 
tropical forest. Perhaps you may be 
lucky enough to Chance upon 
the rare “Rajah Brooke” buttertls 

Just over an hour s drive trom 
Kuala Lumpur, is the Genting 
Highlands resort complex. There 
vou will find Malaysia's only Casino 
where most people come dreaming 
of breaking the bank. However, if VOU 
have no desire to tempt Lady Luck 
you can enjoy a round оі Soli 
on fairways high up in 
ihe clouds 





In your dreams you may have 
pictured yourself relaxing in a Cool 
mountain hideaway far from the 
rush of city life, disturbed by 
nothing except the occasional bird 


Call. 
Butin Malaysia dreams do come PETS 
true ҮТ ; 


Nature was very generous to 
Malaysia. Not only did she give us 
serene islands and pristine 
beaches, she also gave us Cool, 
invigorating mountain hideaways 
where tranquillity prevails, 

The largest of Malaysia's hill 
resorts is the Cameron Highlands, 5 
hours drive north of the nation's 
capital, Kuala Lumpur. The refresh- 
ing cool atmosphere gives the 
feeling of perpetual spring. 
Roses bloom all year round 
crisp evening air mingles 
with the evocative smell 
of roaring log fires found in 
the black and white, Tudor 
styled cottages. A feeling 
reminiscent of the rustic 
English countryside. 
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Another of Malaysia's charming 
hill resorts and the oldest, is Maxwell 
Hill. Described sometimes as 
"Switzerland in summer’, it is a riot ol 
temperate and tropical flowers, where 
vou can relax and drink in the 
invigorating mountain air while 
looking down over the 
Straits of Malacca 

On the island 
paradise of Penang 
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and the sparkling 
blue seas, where 
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While behind vou, ігу 
the far distance, is the 
lush green of a tropical 
junsile 

So why not experienct 
all by completing the co 
below. We will gladly send vou 
further information on our НІШ 
Resorts and make youl 
dreams come trui 
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First Class passengers deserve 
betterthan First-our Maharajah Class! 


Air-India's Maharajah Class goes 
beyond First—an inimitable blend of Indian 
hospitality and international expertise in air 
travel. 

The Maharajah experience begins with 
express check-in facilities and exclusive 
Maharajah lounges at most airports. 

In the air, gracious sari-clad hostesses 
welcome you with the ‘namaskaar’—a 
traditional Indian greeting—and pamper you 
throughout the flight. Serve you champagne, 
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caviar and a choice of delectable Continental 
and Indian cuisine; exclusive china, linen and 
silver... fit for a maharajah's table. 

On our 747s, every seat is a luxurious 
Slumberette; exotic interiors, glowing with 
the motifs and legends of India. 

And for your inflight pleasure specially 
selected movies, music and magazines. 

You can go Maharajah Class to 50 cities 
world wide. 

It is the most fitting way to fly First. 
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Now youcan buy property in California 








With the first and only 
Overseas Property Financing 
Program from Citibank’s 
Asian Banking Center. 


We at Citibank understand that buying properties 
overseas is a complicated and tedious procedure. You 
have to fly there and wait for the deal to be finalized. 
What's more it is not easy to finance your purchase in 


| 
the United States if you have no credit history there. Real Estate Program C Singapore | 
А C California [C] Australia а Ноп Kong 
To help you solve all these problems, we have specially Available from ABC ( San Francisco | 
designed a program to finance your purchase of residential ÛJ Singapore LJ] Hong Kong | 
and commercial properties in California and Australia. Nass: 
Your Personal Financial Officer can arrange a term loan Address: —s 


of up to 20 years for you in Hong Kong or Singapore. 
We can make all the other necessary arrangements for 
you including property valuation and signing of legal 
documents. There is even an Asian Banking Center office 
located in San Francisco. This means you don't have to 
travel overseas to get the deal finalized. 


ASIAN BANKING CENTER 


SINGAPORE e HONG KONG e SAN FRANCISCO 
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Citibank's Asian Banking Center is a network set up to 


help individuals and businesses in Asia diversify their assets. 


Whether you're purchasing properties or are looking for 
depository and other credit services, our specially trained 
Asian Banking Center Personal Financial Officer can 
handle it for you efficiently and in the strictest confidence. 


At Citibank, we understand your banking needs because we 
have been in Asia for over 80years and we are partof Citicorp, 


the world's leading financial institution with offices in 
94 countries and assets that exceed US$140 billion. 
So, get in touch with us right away. 


Please send me more information on: Other ABC products of 
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Mail to: Asian Banking Center, Citibank N.A. One Shenton Way. Singapore 0106 


© Hong Kong: Lee Gardens, 37 Hysan Avenue, Causeway Bay, Hong Kong. Tel: 5-761390 or call our Hot Line 5.299-166/7 to enquire about the nearest Citibank branch 
€ San Francisco: Asian Banking Center, Citibank International, Citicorp Center, 24/F, One Sansome Street, San Francisco CAM 104, USA. Tel: (415) 627-6495 Telex: 278374 


and Australia as easily as you buy it at home. 


CITIBAN OO 


© Singapore: One Shenton Way, Singapore 0106. Tel: 224-5757 Telex: RS 22462 CITABC or 268 Orchard Road, Yen San Building, Singapore 0923. Tel: 732-2288. Telex: RS 37446 CIT AB 


BEFORE OUR GUESTS ARE 
SERVED ANYTHING, 
II MUST BE SERVED TO OUR CHEF. 
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N ShangriLa hotel * HONG KONG 


Telephone: 3-7212111 Telex: 36718 SHALA HX 


WESTIN HOTELS 
Other Westin Hotels in Asia; 
Philippine Plaza, Manila 
Chosun, Seoul 

Tokyo Prince Hotel 
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China plays a subtle game in tensions with the US 
over wheat purchases and textiles-import curbs 


By Robert Manning in Washington 


|? what appears to be a subtle diplo- 
matic pirouette, orchestrated 
primarily by its internal economic cir- 
cumstances, China is in the process of 
reneging for the second year in a row 
on its 1980 agreement with the United 
States to buy, annually, 6 million ton- 
nes of wheat. China has purchased 4.32 
million tonnes of wheat so far this vear, 
and taken delivery of slightly more 
than 2 million tonnes, according to the 
US Agriculture Department. 

Chinese Prime Minister Zhao Zivang 
has pledged to honour China's com- 
mitment, but Peking would have to 
buy an additional 3.9 million tonnes 
and ship about 4 million tonnes in the 
next two months to keep this pledge. 
US officials and farm organisations 
say this would be virtually impossible. 
Aside from the 6 million tonnes China 
is committed to take this year, it also 
must make up a 2.2 million-tonne 
shortfall from 1983. In the year to 30 
June, total Chinese wheat purchases 
from the US were 23% down on the 
previous year; they, in turn, were down 
56% on shipments іп 1981-82. Since 
June, Peking has purchased only about 
250,000 tonnes of wheat from the US, 
and according to the Agriculture De- 
partment, has cancelled 675,000 ton- 
nes of grain. 

Department officials told the 
REVIEW the cancellations were not un- 
usual — merely a Chinese reaction to 
price variations. In fact, the Chinese 
absence from the US market is itself 
holding down prices at a time when re- 
cord Soviet buving would otherwise 
have had a sharp impact. But last year, 
Peking halted its grain purchases in re- 
taliation for US moves limiting 
Chinese textiles imports during an im- 
passe in renegotiation of a bilateral 
textiles accord, which was settled in 
July 1983 (REVIEW, 15 Sept. '83). 

At that time, China made its bovcott 
of US grain public. Although it has 
been widely reported that China's slow 
buying this year is a response to the 
Washington administrations new 
country-of-origin rules fortextiles and 
garment imports — the impact of 
which on China will be severe — inter- 
views with both US and Chinese offi- 
cials suggest the textiles dispute is, at 
best, a secondary reason for China's 
behaviour. 

China has had two consecutive 
bumper wheat crops, and US officials 
confirm a 27 September report in the 
People's Daily that China's wheat pro- 
duction this year will increase by 4 
| tonnes to about 85 million ton- 
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nes. In addition, China has diversified 
its imports, buying cheaper grain from 
Australia, Argentina and Canada. 
Australian diplomatic sources told the 
REVIEW that because of late purchases 
last year and poor weather that re- 
duced Australia's 1982 crop, Chinese 
imports from Australia would exceed 
the 2.5 million tonnes which it is obli- 
gated to buy this year. 

Both US officials and private-indus- 
try analysts told the REVIEW that Pe- 
king also has distribution and storage 
problems that limit its ability to ab- 
sorb grain imports at present. "I think 
the Chinese are happy to have the 
textiles issue," 
i said a US Com- 

merce Depart- 
ment source. 

Washington's 
response to Pe- 
king's failure to 
abide by the four- 
year agreement, 


which expires at the end of this year, 
has been low key. Publicly, senior ad- 
ministration officials have chided Pe- 
king and stressed the importance of 
adhering to agreements. But, at least in 
part due to US vulnerability to the 
charge of violating its textiles agree- 
ment, "the US Government has not 
pushed the Chinese very hard," said 
Richard Fritz of the National Associa- 
tion of Wheat Growers, the wheat 
lobby. Under the terms of the grain ac- 
cord, either side can call for consulta- 
tions. But the US has not formally call- 
ed for talks. Nor have there been talks 
on renewing the accord. Instead, the 
US has chosen to raise the matter in- 
formally with Peking. 

Both US officials and industry 


agais sap China has assured Presi- 
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that it will | By to beg нт 
buyer of American grain. Official 
hope Peking will buy more US grai 
coming months as а sign of good fa 
even if it does not meet its co 
ment. A White House official told the 
REVIEW that “regardless of the dez j- 
line, if [the Chinese] meet the volumi 
it will remove the issue as a continuing 
sore spot.” | 
The fact that grain апа pss of- 
origin disputes have been play 
with such subtlety, and have not E 
clearly linked (as was the case @ 
the previous textiles dispute), nor $ 
ed over into other areas of US-C 
trade relations, is testimony to then "v 
maturity of US-China ties in thez 
math of the Zhao-Reagan exchanged 
visits earlier this year. “It is Беш 
both sides not to use pressure i 
threats," said a Chinese official. “We 
are trying to negotiate with the US an г 
it is a question of building mutual tru = | 
and confidence." How successful this 
approach is ultimately, however, w ill 
hinge on how both the grain and tex- 
tiles issues are resolved. 


» Hamish McDonald writes from Syd 
ney: China is not expected to renew it 
long-term wheat-purchasing agree-- 
ment with Australia which expires in _ 
December, though Australian aus” 


thorities are confident sales will con- | 
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tinue to be close to past levels, on a reg- 
ular year-to-year basis. 

The Australian Whfat Board, the © 
Australian Government's monopoly | 
export-marketing agency, is under- 
stood to be negotiating with the 
Chinese, but no sales have been an- 
nounced so far, for the board's 1984-85. 
export year, which started on 1 Oc- 
tober. This unusual lateness does not — 
appear, vet, to be causing great сопе 
cern in the industry. ә 

China began a three-year agreement - 
to purchase 1.5-2.5 million tonnes of © 
Australian wheat a year in January 
1982. In August this year it announced 
that the long-term contract would not 
be renewed. ! 

Shipments from Australia have been 
erratic during the term of the аргее- 
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ed with the end of thedrought to 
million tonnes in 1983- 84, plus 


ailability will be no problem this 
. The government's Bureau of Ag- 
ture Economics ede a 1984- 






shley i Ford in Vancouver 


ipanese steel industry appears 
ave sidestepped a political con- 
ation in Canada, by working outa 
romise which will allow it to cut 
ce of coal it takes from a new 
et in British Columbia, without 
cking the economics of the govern- 
t-backed development. 
"he steel mills have wrung a price 
ut of C$10 (US$7.63) a tonne of coal 
m Teck Corp., operator of one of the 
ew mines making up the C$2.5 
n Northeast Coal Development, 
h began production at the end of 











osits in the rugged foothills of the 
cky Mountains. . . 
jut the mills also have given ground; 
likely because of political sup- 
rt given to the mines by both the Bri- 
1€ Ca dian Government 
г, 29 Mar.). They have settled 
ss than the C$14-a-tonne price 
еу were seeking and have agreed 
de а to take an — 







ler the dde contract with 
3 , signedi in 1981, the steel mills had 





co 11: a year from the be- 
ng of 1984 at a price set by a for- 
a — currently about C$100 a tonne. 
| will drop to a fixed C$90 a tonne 
nder the new deal. How- 

ibove the C$69 a 
3 ng-established 
sto ж same mills from mines 
southeast of the province and in 
ta are shipping their coal. And 






























| tonnage to the mills to compen- 
e for the price cut, the older mines 
seen their shipments shrink to 
id 70% of contracted tonnage. 

ncouver-based Teck i is51 % owner 














J apanese steel industry has opted for political caution 
esources-pricing dispute with Canada 


984 specifically for the Japanese from 


'olumbia provincial government | 










le Teck has been able to sell addi-- 


China maintains its recent level of self- 


high sales level because its wheat 
varieties are favoured for blending to 
Chinese requirements. Domestic logis- 







more attractive in some regions. This 
could lead to an increased share of di- 
minished overall Chinese purchases. Kl 
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"Grain experts iere i say, that even. iit 


sufficiency, Australia could maintain a | | | "a 
| Hongkong diamond: merchants « vat 










tic problems could also make imports. 





























Corp. — ultimately controlled by Rio 

Tinto-Zinc of London — own the rest 

of the Bullmoose mine partnership. 
The Japanese now are expected to 










and managed by Denison Mines of To- 






mills and Charbonage de France, the 
French state-owned coal company, 
own the rest of the mine. 











By the end of 1985, when it has reached 
full capacity, it will be shipping 5 mil- 









the same terms as Teck. 
Quintette officials are not saying 


| anything, but industry sources say the 


company has no intention of going 
along with any price cuts. 









will generate roughly the same revenue 
for the company as the original con- 


material effect on the cash flow of 
Bullmoose project." 

At a price of C$100 a tonne, 1.7 mil- 
lion tonnes would generate revenue of 
C$170 million a year. At the new C$90 
a tonne price, Teck would have to ship 
1.9 million tonnes. of coal to earn the 
same revenue. = = «^ 

‘Legally there was no » obligation for 
either mine to renegotiate prices, even 

though their contracts gave them a 
3 > which had climbed about 45 % 





mines. Nissho Iwai Coal. Developments | 
(Canada), a subsidiary of Nissho Iwai. 
Corp., of Tokyo, and Lornex Mining 


try to wring a price rollback out of the. 
northeast project's major. producer, | 
Quintette Coal, which is 50% owned by © 


ronto. A consortium of Japanese steel 


Quintette's long-term: шн ай calls. 
for it to ship 120 million tonnes of coal 
during its first 20 years of operation. | 


lion tonnes of metallurgical coal and | 
1.3 million tonnes of oxidised thermal 
coal annually to Japan. At present, it is” 
selling its coal for C$100 a tonne under - 


hile Teck will not say exactly how - 
much extra coal will be shipped 
from Bullmoose, senior vice-president | 
Robert Hallbauer said the new "deal | 


tract terms, and "it won't have any 





























deal is the British Columbi ia 


put the finishing touches on 


plans fora new exchange | ee ы 





By Emily Lau in Hongkong 


D 


in. 


(VE 


iamond merchants in. Hoagie. 


international. diamond trading, 
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are trying to cash in on an upturn . 


x 


which is on the rebound after falling . 


from its 1980 peak. The Hongkong. . 
first. mooted in . 
1979 but put on hold. by the market : 


Diamond Bourse. —:. 





slump — will open in January 1985. _ 
Dealers say. it, will be. Asia's first . 
diamond bourse and the third-largest | 
international diamond trading centre | 





in the world, after New York. and - 


Antwerp. Government. figures show 
Hongkong imported HKS$2.7 .billion 
(US$346. 15 million) worth of diamonds 
in 1983. 


A member of the exchange: s AOPP | 


ing committee, Leung Sik-wah,-chair- 
man of the Hongkong Jewellers’. and 
Goldsmiths’. Association, . 


bourse will provide the. framework: for . 
local and overseas buyers:to compare - 
diamonds and trade. it may. eventually. 





tette does not have to talk prices until 
1987 and Bullmoose was not obliged to 
renegotiate until 1989. Ironically, the 


formula which has pushed the price of 
northeast coal far above the market 


level was put into the contracts at the 
insistence of the Japanese. 

The major beneficiary of the Teck 
ment. Already under fire f 
ing of the still-dep ressed economy, the 





` administration could ill afford to have 


a political storm erupt over the mega- 
project it had promoted to the Japan- 
esé steel industry since the late 1970s. 
The provincial and federal govern- 
ments pumped C$1.3 billión into build- 
ing a 129-km railway. line to link the 
mines to the coast; а 12-million-tonnes- 


‚ a-year coal loading facility. near Prince 
Rupert, 





and the infrastru cture to 
create a new town nearthe mines. 
The economics of both the rail line 








“апа the coal port areiextremely: sensi- 








tive to coal volumes(iB. C. Rail, a pro- 


vincial government-owned. and oper- 


ated railway, receives a surcharge on 
every tonne shipped and expects it will 
average C$20 million revenue annually 
from the surcharge. 

With the world оа насаа with 
surplus coal, fears were expressed that 
the project could collapse if the Japan- 
ese overplayed their hand. However, it 
now seems s the | japanese. have acknow- 







said. the. 
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Initially about 200 deal- 
ers (who must be individu- 
als) are expected to join 
the bourse at an entrance 
fee of HK$3,000. Member- 
ship is restricted to 
diamond dealers who have 
been active for more than 
three years and have been 
Hongkong residents for at 
least that period. In the 
second phase of admis- 
sion, 200 more members 
will be admitted, but the 
entrance fee will rise to 
HK$6,000. No date has 
been set for the second 
phase. Foreign dealers 
will be admitted to trading 
when accompanied by members, but 
will have to pay a 2% commission to 
their host. 

As a source of initial revenue, the 
bourse will issue 100 debentures at 
HK$30,000 each to members and to 
jewellery shops. The debentures will 
not bear interest and will have no 
maturity date. Another 100 at 
HK$60,000 each will be issued at the 
second stage. There are to be five half- 
day trading sessions each week at the 
bourse's 4,000 ft? premises in the 
Diamond Exchange Building in Hong- 
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 kong's Central b 
district. 
An official of the Hong- 
kong Securities Commis- 
sion said that since the 
bourse will be a physical 
market and does not in- 
volve forward trading or 
futures, it does not have to 
register with the commis- 
sion under the Commodi- 
ties Trading Ordinance. 
The official said the 
diamond exchange does 
not contravene the Com- 
modities Exchanges Pro- 
hibition Ordinance 
which forbids the setting 
up of a host of commodity 
exchanges from barley to 
soybeans: diamonds are 
not included. The commission, how- 
ever, will keep the matter under review. 
Planning for the diamond exchange 
began some years ago. Several dealers 
bought a building in 1979 and named it 
the Hongkong Diamond Exchange 
Building. Warren Leung, a member of 
the exchange’s organising committee, 
said the opening was delayed because 
world prices for diamonds fell sharply 
after 1980, as a result of the global eco- 
nomic recession. Another factor was 
the political uncertainty over Hong- 
kong’s future. The political uncer- 
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tainty has now been removed by the 
Sino-British joint declaration guaran- 
teeing 50 years of capitalism a 
1997, said Leung. » 
The price of diamonds has recently | 
recovered. The volume of trade in 
Hongkong in January-August 1984 
is up 17% from the same period in 1983 
At the height of the diamond trade in 
1980, HK$3.1 billion worth of loose 
diamonds were imported. Of the dia- 
monds imported in 1983, HK$305 mil- 
lion were re-exported to Japan, Singa- 
pore and Australia. Only HK$800 mil- 
lion, or 30%, were “consumed” locally. 
The rest were sold overseas as jewel- 
lery or bought by tourists. 6 
Dealers say larger stones have usu- 
ally been used as a barometer to gauge 
the ups and downs of the trade. But ir 
the past few years, smaller stones have 
proved to be more reliable indicators, 
Between 1979 and 1983, small 
diamond prices — based on impo 
from India and Israel, Hongkong’ 
major suppliers — have risen from 
HK$920 a carat to HK$1,376, an al- 
most 50% gain over the period. But - 
prices of larger stones, which come 
mainly from the United States, Bel- 
gium and South Africa, have not fared — 
so well. Over the same period, prices of — 
larger stones from the US have fallen 
to HK$7,646 a carat from the dizzying _ 
height of HK$35,290 in 1979. 
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Reuter Fellowships. 
for enterprising journalists. 


The Reuter Foundation will award six 
university Fellowships to journalists from 
developing countries for the 1985-86 aca- 

demic year Three of the Fellowships will be 
tenable at Oxford University, England, two at 
Stanford University, California, USA, and one 
for French-speaking journalists at Bordeaux 


University, France. 


As a Trust established by Reuters, the 
international news and information organi- 
sation, the Reuter Foundation assists the 
media of developing countries.by providing 





journalism. 


special opportunities to journalists for study 
and research, particularly in the field of in 
formation technology. 

The awards will cover the costs of travel, 
tuition and accommodation. 
must be aged between 25 and 40 and have а! 
least five years’ professional experience in 


For an application form, please write 
now to the Director the Reuter Foundation, 
85 Fleet Street, London EC4P 4AJ, England. 
Telephone: 01-250 1122. Telex: 









Applicants 
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Applied economics 


Indonesia puts in place an orderly marketing scheme for 


plywood exports in an attempt to stabilise prices 


By Manggi Habir in Jakarta 


l an attempt to stop fierce price cut- 
ting among Indonesia’s plywood 


exporters which has forced several 


plywood mills to close, the Ministry 
of Trade has announced the formation 
of seven plywood export groupings 
or joint-marketing bodies (JMBs — 


Review, 6 Sept). The fast-growing 


. plywood 
operating companies and 19 still under 


industry, comprising 89 


construction, figures prominently in 
Jakarta's efforts to diversify away 


- from its current dependence on oil ex- 


- ports, so its long-term health is vital. 


Under the joint-marketing scheme, 


- plywood exporters will have to follow 


— their JMB price and quota guidelines, 
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which will be set collectively by group 


_ members. The hope is that by control- 


‘ling the volume of plywood exports 
- through these grouping arrangements, 


` export prices will stabilise. 


In practice, this will not be easy. 
Reconciling differences among 


1 member companies as they formed the 


_ export groupings already has proved 


i - difficult. The added administrative 


_ burden to ensure that companies com- 
` ply with their JMB price and quota 
` guidelines also is expected to reduce 


tthe industry's flexibility to react to 
"market situations. 


Some industry 
sources also point to loopholes in the 
scheme, as it only imposes quotas on 
certain markets. The groupings, how- 
ever, are not expected to affect indus- 


— try rationalisation, which already is 


occurring as small plywood mills and 
those unable to secure stable log 
supplies fall by the wayside. 

The newly formed JMBs vary in size. 
The largest, Hutan Kurnia Raya, con- 
sists of 22 plywood companies, while 


the smallest, Kayu Lapis, links only six 
producers. It appears that the group- 
ings initially were formed on the basis 
of geographic location, reflected by 
one JMB, Sumatra Pioneer Wood, 
whose 20 member companies are all 
located in Sumatra. But Apkindo (the 
national plywood association) has de- 
nied this, insisting that plywood com- 
panies were free to choose their own 
grouping. According to Apkindo, the 
JMBs were not formed on the basis of 
major markets either, and took pains 
to stress that there is no intention in 
the scheme to induce more mergers 
among producers. 

To ensure that the plywood industry 
participates in the scheme, Jakarta is 
issuing export licences only to com- 





panies which are members of one of the 
seven JMBs. Each plywood company is 
still free to conduct negotiations with 
prospective foreign buyers, but com- 
mitments can be made only within 
their group's рү and export-quota 


guidelines. Letters of credit will now 
be addressed to the JMB, rather than to 
individual companies. In addition, two 
or three of the largest plywood produc- 
ers — designated as group leaders — 
will be held responsible for their asso- 
ciates' compliance. 


U nder the scheme, export prices and 
quotas are determined collectively 
within the group, though it is still un- 
clear whether Apkindo (under the 
guidance of the Trade Ministry) ulti- 
mately will decide overall guidelines 
for the whole industry. 

Quotas are now confined to the lu- 
crative and vast United States market, 
as well as Britain and Western Europe. 


«continues 
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The US is Neo ci hs ount- 
ing for 30% of Indonesia's plywood ex- 
ports), followed by the Middle. East 
(23%), Singapore (18%), China through 
Hongkong, as Indonesians are not al- 
lowed to trade directly with Peking 
(12%), and Europe (11%). Some feel 
that the limitation of quotas to only the 
three main markets is meant primarily 
to stabilise prices in the US market 
where price competition among In- 
donesian plywood exporters has been 
most intense. 

Others, however, view export quotas 
to the US and European markets as an 
attempt to divert attention to other ex- 
port markets, notably Japan. Indone- 
sian plywood producers have fre- 
quently complained that Japan, which 
now accounts for only 3% of Indone- 
sian plywood exports, is maintaining 
an excessively high 19.3% tariff on 
tropical plywood imports. The surplus 
inventory position, resulting from the 
export quotas, could encourage severe 
price competition in other markets, 
such as Japan. 

But, given the limitation of quotas to 
only certain markets, some question 
the effectiveness of the scheme. Critics 
argue that companies 
could still export to the 
US above their quotas by 
arranging transshipment 
through non-quota mar- 
kets, such as South 
Korea, Taiwan, Singa- 
pore or Hongkong. 

Another problem is 
that the industry's flexi- 
bility in responding to 
market opportunities 
will be reduced substan- 
tially. First, there is the 
added burden on com- 
panies of ensuring they 
stay within the group's 
guidelines. Secondly, 
quotas are largely based 
on past performance, 
which makes it difficult 
for the industry to adjust 
to drastic changes in market condi- 
tions, industry sources say. 

Meanwhile, industry rationalisation 
Already several minor 
plywood companies have closed shop, 
and even major producers are having 
difficulty meeting their obligations. 
The situation has deteriorated suffi- 
ciently to force even the large diver- 
sified groups — primarily those which 
have entered the industry rather late in 
the game and without securing a regu- 
lar supply of logs — seriously to con- 
sider pulling out of the industry. But 
finding buyers is another problem 
sources say. 

Although painful in the short term, 
observers are optimistic that rationali- 
sation will eventually strengthen the 
industry by improving its efficiency. 
The only problem, perhaps, is that under 
this arrangement, the selection process 
is influenced more by political factors 
than if it was left to the market. п 
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Taking greater licence 





A rising budget deficit and a shortfall in taxes force Nepal 
to boost imports in an attempt to increase revenue 


By Kedar Man Singh in Kathmandu 


mounting budget deficit and in- 

ability to collect rural taxes has 
forced the 15-month-old Nepalese 
Government of Lokendra Bahadur 
Chand to reverse its import policies. 
The government has announced mea- 
sures to stimulate imports to increase 
its chief source of revenue — import 
taxes and licence fees — in the face of 
criticism that this will be a drain on 
shrinking foreign reserves and will 
undermine local industry. 

The liberalised policy, announced on 
14 October, was mainly initiated by 
Minister of Commerce Parshu Naryan 
Chaudhary. In part it is intended to 
lessen corruption in the distribution of 
licences and to do away with red tape 
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Nepali harvest workers; Lohani: 
difficulty in collecting revenue. 





by providing import licences 
to more than 300 companies 
registered with the govern- 
ment. But its main aim is re- 
duction of the kingdom's bud- 
get deficit, estimated at Rs 1.4 
billion (US$86.42 million) in 
the fiscal year ending 15 July 
1985 — a 22.8% increase on the pre- 
vious year. 

Economically the country has been 
doing well. Food production in fiscal 
1983-84 rose 22%, against a decline of 
9.7% the previous fiscal year, which 
contributed to a 7.4% increase in gross 
domestic product. The country is un- 
likely to do as well in the current fiscal 
year because of unusually heavy rains 
which claimed more than 550 lives and 
washed away thousands of hectares of 
cultivated land. Nevertheless, the eco- 
nomic planners believe GDP will rise 
at least 4% in the current period be- 
cause of a bumper rice crop. 

Yet the Treasury is finding it dif- 
ficult to collect its targeted revenue, 
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because farmers and landlords are 
evading taxes, Finance Minister 
Prakash Chandra Lohani told the 
REVIEW. He said this had forced the 
government to issue Rs 300 million- 
worth of new, taxed, import licences 
for construction and raw materials, 
educational items, some consumer 
goods and for motor vehicles and spare 
parts. Goods covered by the licences 
are subject to import fees of either a 
nominal 1%, or 25% of the value of the 
import licence and up to 250% customs 
duties, plus sales and other taxes. 
Through this set of licences, the Trea- 
sury aims to collect about Rs 1 billion in 
extra revenue. (The licences apply only 
to goods imported from countries other 

than India, with which 

'|* Nepal maintains free 
| trade.) 

The government ear- 
lier had announced 
new customs regula- 
tions on baggage for 
air passengers, govern- 
ment employees and 
Nepalese nationals 
working outside India. 
The regulations gave 
an exemption, avail- 
able at least three 
times a year, for the 
first Rs 2,000 of goods, 
with 250% duty on 
an additional Rs 15,000 
of goods. Previously, 
goods in excess of the 
ceiling of Rs 2,000 
would have been con- 
fiscated automatical- 
ly. 

Since the new im- 
port licence regula- 
tions were announced, 
concern has arisen that 
some businessmen are 
paying air passengers to import con- 
sumer goods. Revenue from baggage 
imports is running at only a fraction of 
the Rs 500 million expected in the last 
nine months of the current fiscal year. 
In an attempt to force businessmen to 
use the formal import channel, the gov- 
ernment has warned registered firms 
that no future licences will be issued 
unless they collect the newly allocated 
licences in time. 

Critics say the change in import 
policies means the government has 
broken its earlier promises that it 
would not depend on this kind of re- 
venue. The Chand government had at- 
tacked the previous government of 
Surya Bahadur Thapa for issuing im- 
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Get the right paper from 
the right supplier and 


We supply: 






confidence to 


Telephone: 15 40 20; 13 53 54 


Cables: EXPORTLEMN-Bucuresti 






EVERYTHING 
STARTS 
ON PAPER! 














save a lot of time 








Different assortments of packing 
paper 

Greaseproof paper and cristal 
parchment paper 

Duplex & triplex cardboard 
White wood free printing cardboard 
(simili Bristol) 

Special treated and coated paper 
(waxed, paraffined, polyethviene 
coated, printed papers) 

Corrugated board boxes 

Paper sacks and bags 

Exercise books, writing pads 
Writing/printing paper-woodfree, 
mechanical, white and coloured 
Chromo paper 

Duplicating paper 

Newsprint 

Saturable paper of laminated 
electric insulators 

Power cable insulating paper 
Electro-insulating paper for 
bakelyte cylinders } 
Tabulating cardstock and tabulating 
cards (punch cards) 
Transformer board 

White surface laminating paper 
White underlay laminated paper 
(barrier) 

Continuous stationary 






















































For inquiries please apply in full 
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Foreign Trade Company 
Bucharest-Homania 
4. Piata Rosetti 
P.O.B. 37-146 







Telex: 10363 
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ANNALS OF CHINA'S ENTERPRISE REGISTER 
d 9X5 44 


ANNALS OF CHINA'S ENTERPRISE RE- 
GISTER draws its information from the data 
file provided by the STATE ADMINISTRA- 
— TION OF INDUSTRY AND COMMERCE. 
-. Based on the information of enterprise regis- 
trations under the economic laws, this Register 
is an authoritative and comprehensive work of 
reference designed to disseminate information 
for all licit corporations. It is completely de- 
pendable, and well documented, presenting re- 
liable information and data for China's socialist 
economic construction. It further serves as a 
valuable reference source for those involved in 
the study of Chinese economy. 

It contains information on 600 Chinese na- 
tional corporations and foreign trading com- 
panies, and their branch offices. The majority 
of the enterprises are new economic structures 
which have integrated supply, manpower, pro- 
duction, sales, monetary and material re- 
sources together to develop trade opportunities 
and economic prowess. These corporations 
and companies form the core of the national 
enterprises and are instrumental in the import- 
Hard cover (1,200 pages) ing of foreign technology and equipment, and 
US$80.00 per copy in the development of foreign economic rela- 

tions and trade. 

This Register published bilingually in English and Chinese provides a company profile, 
copies of business licence and certificate, scope of trade and registered capital of the individual 
corporation. Through the company profile, the actual business activities are described, 
supplemented with names and titles of key executives and pictures of major products and com- 
modities. 
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Simply complete the coupon below today and send together with your payment in the amount 
of US$80 (or equivalent in your local currency) per copy to the indicated address. 
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Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


Please send copy(s) of The Annals of China's Enterprise Register for which I enclose US$80 per copy. For 
surface mail delivery add US$12 and for airmail delivery add US$25 per copy. 
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‘courage new domestic industri 
tures and discourage luxury imports. - 





Countering this, Lohani said ded 


previous government issued import li- 
cences worth Rs 1 billion in fiscal 
1982-83, But hesaid that in the follow- 
ЧА fiscal year, when the Chand gov- 


Aernment took. over, the-volume of li- | 
_ сепсеѕ паа рееп. scaled:down to Rs 300 
“million, He said the government was 
_seeking to maintain import licences at - 
_that level іп the current fiscal year and - 


would ‘emphasise imports of equip- 
‘ment; = construction materials, raw 


+ materials for industry and educational | 


“materials. 


"s^Lohàni said the government had " 
controlled imports. ia кыры 








Flood of woes 


Natural disaster again has hit - 
Bangladesh, adding greatly 
to its food- -import needs 


By S. Kamaluddin in Dhaka 





reported abroad have wrought 


havoc with the country's economy. The | 


floods, preceded by a short drought, 


have already taken a toll of 708 lives 


and 600,000 homes. More than 700,000 
cattle, about’ 1.5 “million tonnes of 


foodgrain апа nearly 900,000 bales of | | 


raw jute were destroved. In addition, 


240 million days were lost in May апа . 


June alone.. 


The damage to crops has pushed 
food-import needs for this year from |. 
1.75 million tonnes to 2.65 million ton- |. 
nes and the food-distribution pro- 
gramme from 1.9 million tonnes to2.65 | 


million tonnes: 


The chronic food shortage, accord- | 
ing to the year's original programme, | 
was to be met with 1.4 million tonnes of | 


aid from donors and 350,000 tonnes 
out of domestic resources. However, to 
meet the extra needs caused by the 


floods the government. has had to fi- |.| 
nance the import of about. 1 million ||. | 
tonnes of additiónal foodgrains — |f 


450.000 tonnes of rice and 550,000 ton- 
^nes o | wheat — ‘white donor countries 


И: RE EO Qc 


a alsó Бей М 
by 250,000 tonnes. 
Because of increased emergency 





food purchases and cooperation of the 


donors to coordinate their foodgrain 
shipments, the food situation is satis- 
factory, said presidential finance ad- 


viser and principal finance secretary | 
M. Syeduzzàman. A revised official as- . 


sessment sets this year's food produc- | 
tion at 15.7 million tonnes as against | 





hree. successive floods between f 
May and September — among the 
. worst in Bangladesh's history, yet little |. 


ing to special re- | | 
Cir commitments - 


: the original cue of 16. 7 million. di 


C псег tive pro- 
es have not been without prob- 

ns. Some exporters have complained 
of de ays in getting their foreign-ex- 
change premiums, while the govern- 
ment has taken action against more 
than 200 firms which had not declared 
















earned from exports. But these incen- 


lion the previous year. Lohani hopesnon- 
India exports will increase to Rs 880 
million during the current fiscal year. 








Rastra Bank (the central bank) exports 
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and surrendered foreign exchange | in 
„tives have helped increase Nepalese ‘| 
exports (excluding sales to India) to | 
more than Rs500 million in the 1983-84 | 
fiscal year, from exports of Rs 280 mil- 


with the central bank 
"Were down to Rs 2. 94 billio 


| change reserve in reality has 


According to a source at Nepal 
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chemical fertiliser and 
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But critics complain that thy 
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- sence of the normal influx of 


` takes place every time there 


> 


pouring 
resulting in prompt relief 
operations. 
` the absence of an influx of 

rural people into the urban 


. and prolonged floods," 
_ said. 


"Ei я 
E М >' % 
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“This explains 


successive 
he 


areas despite 





Agreeing with Syeduzza- 
_ man, a Western aid-agency of- 
` ficial said: "Initially, in the ab- 


— rural folk to the cities, which 


p a natural calamity, many of 

us did not realise how serious it was.” 
Large amounts of credit on liberal 

_ terms — to buy fertiliser, seeds, seed- 


` lings and cattle — has been pump- 
` ed into rural areas and this is expect- 
ed to partly offset the loss of pur- 
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Red Cross flood relief: chronic food shortage. 


chasing power due to the loss of crops. 

In addition, a massive relief pro- 
gramme and food-for-work schemes 
have been designed to generate about 
200 million man-days of labour. The 
major thrust of this relief operation 


TE E? [дА 


116 begin mi "um Ai 
under a food for Work pie 
gramme which is expected to 
generate 120 million man- 
days of employment at a cost 
of about Taka 2.3 billion 
(US$92 million). 

The emergency purchase of 
foodgrains — though the 
bulk of it was bought on a de- 
ferred-payment basis — was 
financed by diverting deve- 
lopment funds. This, together 
with the setback in the ag- 
ricultural sector which ac- 
counts for more than 50% of 
gross national product, will adversely 
affect the growth target of 6.2%. 

However, some government eco- 
nomists believe that industrial ac- 
tivity will still be higher than last 
year. п 


Мм. барме 





- 







Gaining from restrictions 


s expected, the Bank of Thailand 
(BoT, the central bank) has or- 
Eu a six-month extension on the 
` control of imports through limits on 
- the issue of letters of credit (LCs) by 


banks. The 24 October announcement 
— reflects the Thai Government's deter- 


—mination to pursue the restrictive 
—monetary policy in force during the 
- past year, with the broad objective of 
` further improving the country' s bal- 


| ance of payments. 


The controls on LCs came into force 


— at the end of 1983. Under the original - 
{ -BoT order, banks had to maintain the 
— value of LCs issued between December 


1983 and November 1984 at the same 


A level as in the preceding year. Several 
` other restrictions were imposed later 
— — including the controversial January 
— 1984 directive limiting banks' total 
` credit expansion to 18%, lifted only in 


. ЫБ 


_ August after intense opposition. 


The combined impact of these re- 


'strictions has resulted in a substantial 


improvement in the country's external 


. accounts. The trade deficit during the 
first nine months of 1984 dropped 18% 
- compared with the same period in 


1983, from Baht 63.5 billion (US$2.76 
billion) to Baht 52 billion. But the gov- 
ernment apparently feels this is not 


enough. "The restrictive policy must 
continue to shield Thailand from [the 


adverse impact of] volatile global eco- 
nomic conditions,” commented a 
senior BoT planner. 

The six-month extension on the con- 
trol of LCs takes effect in December. 


But this time around, specific exemp- 


tion is made for the imports of goods 
for the government and military 
hardware, machinery for projects pro- 
moted bv the Board of Investment 
(Bol) plus raw materials and inter- 


mediate goods for products made for 
export. 

Official figures show that the re- 
strictions have helped curtail spending 
and slowed investment since early 
1984. Declines in these areas also were 
attributed to poor farm earnings 
(owing to depressed farm-product 
prices) and the exceptionally high 
costs of borrowing. In March, the BoT 
raised interest ceilings on lending by 
banks and finance companies to non- 
essential sectors by 1.5 percentage 
points — pushing banks' loan rates to a 
maximum 19%. 

Between January and August, sales 
of cars dropped 8. 1% compared to the 
same period in 1983. Although sales of 
commercial vehicles and motor-cycles 
registered modest rises, the growth 
was substantiallv below 1983 expan- 
sion rates. Sales of liquor posted a 
slight decline. During the same eight- 
month period, sales at Bangkok's 25 
department stores registered an aggre- 
gate 1.4% drop. The construction sec- 
tor continued to post strong growth as 
several multi-purpose commercial 
complexes were rushing to open for 
business. 

Banks' lending to the construction 
and property sectors rose a substantial 
34.8% during the first eight months of 
1984 to more than Baht 37 billion. But 


THAILAND'S SHRINKING 






DEFICIT 


(Baht billion) 








1321 





Exports 42.6 42.2 
Imports 59.7 61.8 57.4 
Tradebalance | -17.6 | —19.2 -15.2 


Source: Bank of Thailand. 


when all these large projects are com- 
pleted some time in 1985, this sector's 
growth should slow. 

Although the combined value of BoI- 
promoted projects rose 22.9% during 
January-August, the aggregate invest- 
ment in actual start-ups during this 
period fell 34.8%. 

The slowdown in consumption and 
investment were set against an in- 
crease in exports, particularly of 
manufactures such as garments, tex- 
tiles, integrated circuits and canned 
pineapples. The 18.8% growth of all 
exports during the first nine months of 
1984 appears substantial, but is a mod- 
est increase in real terms. Exports 
grew — but from a narrow base, since 
they declined by 7.1% in 1983. Imports 
rose by 5.1% in the same period. 

This gain in the face of the various 
restrictions is partially explained by a 
colossal jump in private-sector capital 
inflows, part of which went directly to 
finance imports, bvpassing the local 
banking system. Spurred by relatively 
low overseas interest rates, these in- 
flows (the bulk of which were for- 
eign borrowings) roughly doubled to 
Baht 27.8 billion in the first nine 
months of 1984. Taking into account 
another Baht 13.8 billion brought into 
the country by the public sector, the 
aggregate net capital inflow topped 
Baht 41.6 billion. 

Set against a Baht 36.9: billion cur- 
rent-account deficit (20.1% lower 
than in the same nine-month period 
in 1983) Thailand was left with a 
Baht 4.4 billion balance-of-payments 
surplus. That was a sharp reversal 
from the Baht 8.1 billion payments de- 
ficit in the same period of 1983. (In- 
cluded in the latest accounts is an al- 
lowance of Baht 256 million for smug- 
gled goods: narotics exports, consumer 
goods sent to Burnia and Indochina, tin 
smuggled to Penang and Singapore.) 
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Transporting day old chicks: a challenge to Sabena's savoir faire. 





Sabena. 
Savoir faire in the air. 


Sending your freight by Sabena can take 
all kinds of loads off your mind. 


Day old chicks are not the easiest things in 
the world to transport. Sabena devised a unique 
aircraft loading frame to keep them at the right 


temperature and to get them to their destina- 


tion in perfect condition. That's savoir faire. 


Whatever your freight, Sabena can trans- 
port it with exceptional efficiency from the ultra- 


modern Brucargo facility where expert staff 
are fully supported by computer. Seventy direct 


destinations worldwide means less tranship- 


ment and an extensive fleet of trucks is stra 
tegically deployed for the fastest possible 
delivery. 

And remember that Sabena carry freight 


on all their passenger flights, giving outstand- 
ing flexibility for urgent, last minute shipments. 


That's Sabena savoir faire. 


Your freight agent or the Sabena freight office will 
be glad to supply any information. 


Make sure your freight is booked aboard 


Impact FCB Belgium SMM 219 





izodrin on their cabbage crop ‘ 


Ask practically any pest and it'll tell you just 

what it thinks of Azodrin. 
d Askany farmer and he’s certain to give vou 
a completely different answer. 
Which is very fortunate for the farmer. 
But far from fortunate for the pest. 

EC anyone, апд they Tl tell vou Azodrin is 
one of the most effe ече systemic insecticides 
available today. 

And it’s only — from Shell. 

Add to that the qualityYeack-up only Shell 
can give you. The research only Shell can give 
you. The constant supply only Shel.can give vou. 
And уовус got the most efficient method of 
combating pests. aN 

If you're not using Azodrin from Shell, the 
only person to thank you will be a pest. 
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In pursuit of profits 










Certain processes in high-tech industry call for an extra- 
ordinarily clean environment. So much so, that sometimes 
not even nature’s own untainted air ts pure enough. 

This is the story of how an advanced engineering com- 
pany called Atlas Copco helped a Welsh manufacturer of | 
computer discs and tapes improve quality and cut costs. | 

If you're concerned with company profits, this story could | 
relate to you, too, no matter what industry you're in. 


THE SECRET OF BRYNMAWR'S 
CLEAN AIR. 








As you leave the haze of Newport's 
industry behind, you can actually smell 
the air getting fresher for every mile you 
drive along the road that winds up to 
Brynmawr. The name of the town is 
Welsh for “big hill", and it certainly 
deserves its name. Up here you'll find 
Control Data's only European plant for 
magnetic media. 

Why did a computer giant like 
Control Data choose this tiny hamlet 
perched on the edge of Wales most stun- 
ning national park? 

The answer: the clean air. 

To appreciate this obsession with 
cleanliness, first you have to understand 
a little about computer technology. A 
magnetic disc used for storing informa- 
tion resembles an LP record. And, just 
like a record, a pick-up is used to tap the 
information on the disc. 

But there are two major differ- 
ences. A disc rotates at the impressive 
speed of 3,600 rpm. And the pick-up is 
flying, or rather, low-sniffing, only 0.3 
millionths of a meter above the disc's 
surface. 

Here comes the complication. 


An ordinary smoke particle is approxi- 





mately 0.5 millionths of a meter in dia- 
meter, or almost double the pick-up's 
flving altitude. If such a particle sticks 
to a disc in the Control Data plant, 
sooner or later it will crash into some 
client's pick-up, which will shatter. 

So there simply better not be 


any smoke particles in Control Data's $ 


Brynmawr plant. And no other for- 
eign particles, such as microscopic 
oil drops, either. 

Especially not in the plant's 
6,000 square meters of clean 
rooms, where the air is thoroughly 
filtered and all personnel dress in surgi- 
cally sterile clothing. Here, about 300 
liters per second of compressed air are 
used in the production of 8,500 discs 
every day of the year. 

)ut doesn't compressed air imply 
a thin mist of oil? Couldn't these oil par- 
ticles wipe out delicate pickups the 
same way smoke particles do? 

With an ordinary compressor, yes, 
of course. Oil contamination could 
swamp the whole company with custom- 
er complaints. 

That's why Control Data came to 
Atlas Copco. 

And here's the solution. 
The problem with ordinary 
compressors, like the one 
Control Data used to have, 
is lubricated compression 
chambers. What you get is 
oil-contaminated air in di- 
rect contact with your 
discs, if you have a plant 
like Control Data’s. Or with 
your beer, in a brewery. Or 
with your medicine, in a 
pharmaceutical company. 
Atlas Copco rotary screw 
compressors are machined 
to such fine tolerances that 
you can run them with dry 
compression chambers. 

No lubrication, no 
oil contamination of the 
compressed air. 
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The engineers at 
Atlas Copco had a remedy for this: 
a rotary screw compressor called ZR, 
machined to such fine tolerances that 
you can run it without lubrication. And, 
no lubrication, no oil contamination. 

"The Atlas Copco ZR compressor 
was an easy choice," says Phil Cornelius, 
Development Engineer at the Brynmawr 
plant and the man responsible for the 
supply of compressed air. "Our electri- 
cally powered system also comprises an 
air dryer and an intercooler, and it all 
works very well” 

But the most stunning facts about 
the Control Data installation — the econ- 
omy — are yet to come. 


Who is this Atlas Copco? 
By now you may be wondering, "What 
has all this got to do with me? I'm not 
even remotely concerned with the mag 
netic media business: 

A lot, we hope. Read on and see. 

Atlas Copco is one of the world's 
leading companies in the field of com- 
pressed air and hydraulics. But we're 
also active in other technical areas, such 
as electronics. 

The company sells its 3,000 prod- 
ucts and services to 250,000 registered 
customers in more than 120 countries. 
Our manufacturing and product devel- 
opment are spread over 16 countries. 
Invoiced sales in 1983 exceeded 
$1.000,000,000. 




















Typical customers 

are industries involved in mechanical 
production, food processing, chemicals, 
pharmaceuticals, textiles, and electron- 
ics. Included in this group, of course, 
are building and construction contrac- 
tors and mine operators. 





— 20.000 





— 40.000 


The discounted pay-back period for Con- 
trol Data's £40,000 investment in the new 
Atlas Copco compressor was only 15 
months. 


In recent years, Atlas Copco has 
also established itself in new areas such 
as gas compression, the mining of soft 
rock— including coal—and heat-energy 
recovery. 

The extra plus. 
Okay, now let's take another look at the 
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{ | | aim 15 to help you cut your operating 
| M costs or increase your income. Ur bot! 


irynmawr plant 
and those impressive facts. 
Not only did the new equipment 








as production quality is concerned. It 
Heat is the unavoidable by-prod 
energy used by an Atlas Copco station 


form of hot air or water. 


! YES I would like to see for myself 
$ ifAtlasCopco could help me 
make a little more money. 

_| Send me your brochure, “In Pursuit of 
Profits", with more case histories like this 
one and general information on how 
Atlas Copco solves customer problems 
and needs. 

.] My business is. "v 
(specify type of industry). Send me in- 
formation that shows what you can do in 
this field. 

_| I'm interested in — - 
(specify type of product). Send me ге!е- 
vant literature. 

| | Have your nearest representative call 
me for a no-obligations discussion about 
a specific product. 
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give Control Data peace of mind as far 
helped cut production costs dramatically. 
uct of compression. Up to 95% of the 


ary compressor can be recovered in the 


Development Engineer Phil Cornelius at 

the entrance to the clean rooms. 

hi Here the air showers literally 

T knock off smoke particles and 

other debris that might jeopard- 
— ize production, 


M So together with Atlas Copco 
С in London, Phil Cornelius de 
signed a heat-recovery system, 
which today supplies the 1,000 
employee plant with half of its 
demand for domestic hot wate 
This represents an annual energy 
Savings worth some £2,000 

But this is only the tip of 
the iceberg. 

The new dryer consumes 
much less energy than the forme: 
one. £4,000 per annum, to be exact 

To say nothing of the ZR 
pressor, which beats its predecessor 
by £25,000 each year 
All in all, Phil Cornelius an: 
new Atlas Copco device are сий 
energy costs by £31,000. Even 
ШЕ That's not bad for an investment of 
€ £40,000. 
Your ticket to better profits. 
When you buy something fron 
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Copco, you don't get a product. You g 
a profitable solution to a problem. Ош 


\tlas 


We don't pride ourselves on ha 
ing developed our methods and p: 
ucts all on our own. They are the result 
of close cooperation with our custom: 
Like in the case history you just read 
Atlas Copco has 15,700 
ployees on five continents. We have 
own sales companies in 46 countries and 
distributors, including direct sales ope: 
ations, in another 80. All this is backed 
up by over 400 service centers witl 
mechanics and spare supplies all around 
the world. 

50 we re never more than a pho 


call away. 
"Me 
Atlas Copco 
"eem 
Ж аф 


Mail this coupon to Atias Copco Head- 
quarters, S-105 23 Stockholm, Sweden 
Or use this magazine's reader service 
card. 
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who take Asia seriously. 


AC и bu The 13th edition of the All-Asia 
Guide is simply crammed with 
new up-to-the-minute 
information, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 









There are chapters on no fewer 
than 26 countries. Plus opening 
chapters on eating out in Asia, on 
the best way of using your 
baggage allowance, and on how 
best to carry your cash. 


29 new maps, making a total 
of more than 60. 


Hints on how to travel in Asia 
— from packing the right things, 
to the best places for souvenir 
hunting — wherever you're 


going. 
An even more streamlined 


guide to hotels in the region with 
more than 1,600 listed. 


Some 55 new colour pictures. 
and more than 110 new black- 
and-white pictures. 
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ITI Es All of which adds up to over 
j REVIEW а 700 pages of vital information for 


business and pleasure travellers 
in Asia. 
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respected business weekly 
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The NEW A320. 
Arrival of a superior intelligence. 


A320: The most complete package 
of new aviation technology to become 
available to the airlines since the dawning 
of the jet age. 
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Neither borrower nor lender be 


© TALK to any South Korean busi- 
nessman these days about his worries 
and he is likely to express concern on 
the government’s increasingly tight 
monetary policy which is forcing him 
to seek new forms of finance (via the 
stockmarket and elsewhere) and to cut 
back on investment. Tell this to any 
high-level official in the Ministry of 
Finance and he is likely to respond that 
this is just what the policy is supposed 
to do — slow the large firms’ ambitious 
investment schedules and force them 
to reduce their reliance on bank loans. 
Also high on the government's list of 
objectives to be achieved through tight 
money are holding down inflation and 
imports. 

Opposition to the government's re- 
solute position on tightening monetary 
growth has become widespread. The 
Federation of Korean Industries (FKI) 
has taken an especially strident tone, 
with its chairman, Chung Ju Yung 
(also chairman of the Hyundai Group), 
making regular public criticisms of the 
government's position. 

According to the FKI, the tight- 
money situation has meant that overall 
investment in the first three quarters 
of this year has been reduced to half 
the level projected for 1984 at the be- 
ginning of the year. Even high-priority 
areas such as electronics have been af- 
fected — according to Park Ung Suh, 
vice-president of Samsung Electro- 
nics, the company's move into indus- 
trial electronics has been retarded by 
problems in obtaining funds. 

The grip on monetary growth, which 
began in early 1983, has tightened in 
recent months the annualised 
growth in the M2 money supply (cur- 
rency plus demand deposits) has fallen 
from 9.2% in June to 7.8% in Sep- 
tember. But most analystá expect the 
government to loosen its grip soon, be- 
fore the elections for the national as- 
sembly due in early 1985: electioneer- 
ing is expected to forcethe government 
to open its coffers. Currently, the spec- 
tacle of the chaebols (big business 
groups) crying out for money has its 
own political benefits, demonstrating 
that the government is above pander- 
ing to the interests of big business. 

For big business, the most dramatic 
side of the current policy has been a 
complete freeze by major banks on new 
borrowing. This is aimed partly at re- 
ducing the big firms' share of total bor- 
rowing, which has increased substan- 
tially in recent years — as of the end of 
March the country's 30 largest com- 
panies had 23% of available credit. 
Rejected by commercial banks, the 
big firms have obtained credit from 
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other sources, albeit at a higher cost. 
The big firms have had to switch to 
greater use of internal funds (some- 
times through the sale of assets), new 
issues of stock, leasing, and borrowing 
from non-banking institutions, in par- 
ticular the short-term finance com- 
panies. The increased profit levels re- 
ported by most companies at the end of 
1983 made internal funding more fea- 
sible, but several financially strapped 
companies, particularly in the con- 
struction industry, have had to sell off 
substantial assets: one troubled con- 
tractor, Hanyang Corp., recently sold 
its headquarters in Seoul to stay afloat. 
Leasing has become very popular; the 
local leasing market grew 119% in 
1983 to Won 358 billion (US$441.98 
million), and is expected to enjoy a 
similar growth this year. 
€ INCREASING numbers of com- 
panies have turned to the capital mar- 





kets. New issues of stocks and rights in 
the 12 months to August almost trebled 
to Won 3.53 trillion compared to Won 
1.2 trillion in the previous year. Owing 
to the government's controls on the 
bond market which has set the rate on 
new issues at 12.5% — well below sec- 
ondary market prices which currently 
are around 15.5% — new issues have 
slowed dramatically since May. Most 
of the activity has been in the securities 
market, which has seen two major 
companies — Daewoo Electronics Co. 
and Samsung Semiconductor and 
Telecommunications Co. — go public 
since December 1983. In November, 
there will be another major issue — 
Hyundai Engineering and Construc- 
tion Co. (REVIEW, 25 Oct.). Given the 
lacklustre performance of the market 
in recent weeks, particularly the un- 
popularity of construction stocks, 


Ie 


Shroff is not overly optimistic regard- 
ing the new issue. 

e SHORT-TERM finance companies 
have helped many firms during this 
difficult period. These companies pro- 


vide funds at higher rates and shorter | s 


periods than the banks (in addition to ] 
other financial services), and their 
lending decisions are not as controlled 
by the government as are those of the 


commercial banks. There are 32 short- - 


term finance companies. 16 of which 
were started in 1982 as part of the gov- 
ernment's policy to draw funds out of 
the underground kerb market and into 
legal institutions. Short-term finance 
companies’ loans soared to Won 1.6 
trillion in the first nine months of the 
year compared to Won 862 billion in 
the same period of 1983. 

The deposits of these companies 
have also grown very quickly, up to 
Won 1.36 trilion in the first nine 
months of this year from Won 639 bil- 
lion in the same period in 1983. The 
growth of investments in these non- 
banking institutions is partly a reflec- 
tion of falling returns in other areas, 
particularly property, securities and 
the kerb market. The securities market 
is depressed, while government re- 
strictions placed on property specula- 
tion have further eroded the attrac- 
tiveness of that option. Tighter 
monitoring and heavier penalties have 
contributed to a shrinking kerb mar- 
ket. 

As a result of the credit scarcity, 
kerb-market rates are running at 
around 18% these days. With their 
lower interest rates on deposits, com- 
mercial banks have had difficulty in 
keeping pace with the finance com- 
panies. To improve banks' competi- 
tiveness, the government in July per- 
mitted them to sell certificates of depo- 
sit (CDs). which carry an annual vield 
of 14%. Won 6-7 billion worth of CDs 
have been purchased since July. Re- 
cently, local banks also have been per- 


| mitted to enter the leasing business. 


The growth of the finance companies 
has not necessarily been to the detri- 
ment of many kerb-market lenders, 
however. Companies frequently tap 
the kerb via the short-term houses, 
customarily through an independent 
broker. Brokers bring together the 
three parties concerned, arranging to 
have the investor deposit money into 
the short-term house which will then 
lend it to the company in need of credit. 
This system completely reduces the 
risk to the kerb-market lender, who is 
paid an additional fee under the table 
by the borrower via the broker, who 
also enjoys a kickback. 
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Problems of plenty 





Oil producers in Southeast Asia, heavily dependent on 
petroleum revenues, are unlikely to toe the Opec line 


By V. G. Kulkarni in Singapore 


he decision by Opec oil ministers 

to reduce the production of crude 
oil is unlikely to have any immediate 
major impact on the oil-exporting 
countries of Southeast Asia. For one 
thing, the important producers and ex- 
porters — Indonesia (the region's only 


Opec member), Malaysia, and Brunei 


— had anticipated the reduction by 
mid-October. Operating in a regional 
market awash with oil for the past sev- 
eral months, they had adjusted their 
production and price levels to reflect 
demand. 

Opec's market-monitoring commit- 
tee recommended on 28 October that 
the cartel reduce its crude-oil output 
by 1.5 million barrels per day (bpd) 
from the current level of 17.5 million 
bpd to 16 million bpd to shoreup prices 
which had been tumbling since late 
September. The downward spiral 
gained momentum when Norway re- 
duced its crude price by US$1.50 a bar- 
rel in mid-October, followed by Bri- 
tain with its own reduction of US$1.37. 
This led to Nigeria, an Opec member 
which produces light crude compara- 
ble to that of Britain's North Sea and 
Norway's oilfields, slashing its price 
by US$2. 

Even as Opec convened ап 
emergency meeting in Geneva and 
Saudi Arabian Oil Minister Sheikh 
Ahmed Zaki Yamani began his over- 
tures to Nigeria to try to rescind its 
price cut, it became evident that Opec 
had to reduce output to stabilise price 
levels. 

On the eve of his departure for 
Geneva, Indonesian Oil Minister Sub- 
roto said that Jakarta, along with 
Iran, Iraq and Nigeria — nations 
with large populations which depend 
upon oil revenues — would not be 
asked to cut production. Such a cut 
would have to come from Saudi Arabia, 
Kuwait, Qatar and the United Arab 
Emirates. 

Indonesia produced 1.33 million bpd 
of crude oil in 1983, marginally above 
the 1.3 million bpd Opec ceiling for the 
country. In addition, it produced 
98,000 bpd of condensate which is not 
subject to Opec limits. Jakarta con- 
tinued to overshoot its Opec limits this 
year with 1.4 million bpd plus conden- 
sate during the first half of the year, 
according oil industry sources. Pro- 
duction peaked in the first quarter 
reaching 1.55 million bpd. As the glut 
in the oil market began to be felt, 
Jakarta reduced its output to about 
1.25 million bpd by October, bringing 
it within the Opec quota. 






Malaysia, which is not an Opec 
member, is a lesser player in the oil 
market. During the first half of this 
year, Malaysia produced about 
440,000 bpd but had to reduce it to 
around 420,000 bpd by October be- 
cause it was facing a buyer’s market. 
Brunei, so far, has maintained its pro» 
duction level at 175,000 bpd, with all 
but 10,000 bpd being exported. Al- 
though the world faces an estimated 
oversupply of some 8 million bpd, 
necessitating regional producers to ad- 
just their output to demand to hold 
their price levels, long-term develop- 
ment plans for Indonesia and Malaysia 
call for continued growth in produc- 
tion at least to maintain the level of re- 
venues from oil exports, 

In adjusting production to maintain 
revenues, regional producers have re- 
sorted to giving veiled discounts to 
buyers. Japan, which traditionally has 


>. 
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Subroto; Dumai oil port: 
maintaining production. 






FINE = i 
taken about half of Jakarta’s oil ex- 
ports, has reduced its offtake from 
Jakarta from 292,600 bpd in the first 
quarter of this year to about 235,000 
bpd in the second quarter, and an esti- 
mated 171,900 bpd in the third quar- 
ter. Industry sources say that Jakarta, 
therefore, has had to sell more of its oil 
on the open market which involved 
downward price adjustments. The 
availability of Chinese oil in Singapore 
— estimated to be about 20,000 bpd 
and sold for cash — also put pressure 
on Indonesian export prices in the re- 
gion. The pricing pressure even on 
long-term contract deals, including 
exports from Malaysia, has been noted 
by traders — though official confirma- 
tion of this has not been forthcoming. 

Opec officials have said that the in- 
tended output cut of 1.5 million bpd 
would be a temporary measure until 
demand in North America and Europe 
increases in the winter. But barring an 
unlikely worldwide economic upturn 
in 1985, demand could still remain 
sluggish, leading to possible price 
slashing by producers. Although 
Southeast Asian exporting countries 
represent a small portion of the world 
oil trade, they will not be able to escape 
the general downward pressures, in- 
dustry sources maintain. 

The weak demand for oil and petro- 
leum products in the region also has 
made its impact on Singapore, the 
third-largest refining centre in the 
world. Singapore's refineries with a 
then-rated capacity of 1.1 million bpd 
were running at 85-90% of capacity in 
the early 1980s. Industry estimates put 
the current level of throughput at 
around 630-650,000 bpd. Local re- 
fineries have been offering cut-rate 
prices for single-batch, third-party re- 
fining, mainly of crude from Indonesia 
and Malaysia, to maintain their 
throughput. Early this year, Indonesia 
stopped making long-term contracts 
for its crude to be refined in Singapore 
in view of its own expanding refinery 
capacity. Only short-term deals are 
struck to help Indonesia tide over 
teething problems at its new refineries. 
Hardly any oil from Indonesia is lkely 
to go to Singapore from next year on, 
say industry sources. 

Singapore processes about 70- 
80,000 bpd of Malaysian crude on an- 
nual contracts, but this arrangement is 
also in danger of being wound up in 
two or three years. Malaysia is plan- 
ning a new refinery at Malacca with a 
capacity of 120,000 bpd which could 
come on stream in three years. The ex- 
pansion plans of the Gulf states also 
would work to the detriment of 
Singpore's refining industry. Two new 
refineries will be completed in Saudi 
Arabia by mid-1985, with a third com- 
ing on stream in 1987, giving a com- 
bined output of 825,00 bpd; Kuwait 
plans to add two refineries by mid- 
1986. Currently, some 55-60% of oil re- 
fined in Singapore comes from Saudi 
Arabia. п 
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The bold prospector 


An Australian mining giant draws admiration for 
its diversification on three continents 


By Hamish McDonald in Sydney 
A capital boomerang effect is emerg- 

ing from Australia with major in- 
vestments by the mining house Con- 
zine Riotinto Australia (CRA) in the 
Northern hemisphere's metal produc- 
lion and fabrication industries. With 
growth in traditional resource areas 
limited, CRA is buying heavily into its 
former downstream customers, both to 
tie up markets and increase value- 
added earnings. 

CRA is the Australian offshoot of the 
British-based mineral giant Rio Tinto- 
Zinc (RTZ). Almost totally British- 
controlled from its beginnings early 
this century as a base metals miner at 
Broken Hill, the company has taken on 
a marked Australian accent with capi- 
tal localisations since the big resource 
booms that began in the 1960s. RTZ' 
equity has run down from around 90% 
25 years ago to the current 52.9% level. 
Under an agreement with the federal 
government in 1977 CRA gained a 
"naturalising" status with the Foreign 
Investment Review Board by a com- 
mitment to raise Australian equity to 
01%. 

With total sales of more than A$3 
billion (US$2.55 billion) a year, the 
company ranks among the largest Aus- 
tralian enterprises, though profit of 
A$71 million in its latest year (calen- 
dar 1983) was unspectacular because 
of CRA's narrow base in the depressed 
metals and coal sectors. Major sub- 
sidiaries include the Pilbara iron-ore 
producer Hamersley (93.7% owned): 
Bougainville Copper in Papua New 
Guinea (53.6%); the Blair Athol open- 
cut coal mine in Queensland (50.2%): 
the aluminium group Comalco (67%). 
and the new Argyle.diamond venture 
in Australia's northwest (56.8%) 
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Where Australia's other big mining 
companies are still led by project en- 
gineers, CRA has a distinctly cerebral 
approach by its top management. This 
is. the stamp of the company's chair- 
man, Sir Roderick Carnegie, who be- 
came chief executive in 1974 after 10 
years in charge of management consul- 
tants McKinsey and Co.'s Australian 
branch. An Australian with an MA de- 
gree from Oxford, Carnegie has re- 
cruited in an eclectic pattern, taking 
his executives from diplomatic and 
even intelligence backgrounds, as well 
as engineering and economic fields. 
The result is a strategic-thinking ca- 
pability far ahead of immediate ac- 
tivities. 

Two years ago CRA put *25 billion 
(then about A$100 million) into the 


| disaster-struck Japanese aluminium 


industry, by taking a half-share in 
fabricator Showa Aluminium Indus- 
tries. In September it took even bigger 


| plunges 


CRA's subsidiary Comalco ап- 
nounced it would pay up to A$480 mil- 
lion for the American aluminium in- 
terests of the aerospace group Martin 
Marietta Corp. Then CRA itself con- 
firmed it would pay Dm 525 million 
(US$173 million) for a 35% share in a 
new West German steel venture, com- 
bining the Krupp and Kloeckner steel 


, arms into what will be Europe's sec- 


ond-biggest private producer. 

The West German steel merger 
comes after rationalisations across the 
European Economic Community, de- 


| signed to cut capacity from a total 170 


million to 140 million tonnes. It will see 
steel firms Friedrich Krupp and 
Kloeckner-Werke pull some 8.1 mil- 


| lion tonnes of relatively efficient pro- 


. Australian aluminium rolling m 
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helped b by abou Dm 50€ E. jillion in as- | 


sistance from the West German Gov- 
ernment as part of a progranine to re- 
structure steel production. But this, 
plus capitalisation of A$600 million 
will be overhung by inherited debt of 
about A$2 billion. 

The Hamersley subsidiary, however, 
could see its iron-ore shipments to 
SKK amounting to 3-4 million tonnes 
annually, compared with the 2 million 
tonnes a year now being supplied to the 
separate companies. Carnegie has 
downplayed this benefit, saying the 
deal added security to iron-ore sales 
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Conducting business 


A South Korean electronics company gets a big loan for 
advanced computer-chip manufacturing facilities 


By Paul Ensor in Seoul 


ee Semiconductor and Tele- 
communications (SST) has reached 
an agreement to borrow US$140 mil- 
lion from foreign sources, the largest 
offshore borrowing yet by a South Ko- 
rean company for non-construction 
purposes. Lee Soon Hak, executive di- 
rector and chief financial officer of 
Samsung, expects to be in Hongkong 
by the end of November to conclude 
the deal after the general syndication 
has been completed. 

The loan will be in two parts: 
US$100 million from a 10-bank group 
arranged in Hongkong, and ¥10 bil- 
lion (US$40 million) from a group of 
Japanese banks led by the Bank of 


company issued US$30 million in 
floating-rate Eurobonds. The latest 
loan is Samsung's last major borrow- 
ing in 1984, says Lee, who does not ex- 
pect SST to need any more foreign 
funding for some time. Members of the 
Samsung group, which include SST 
and a broad array of companies, will 
have borrowed a total of US$250 mil- 
lion in long-term offshore loans in 
1984 by the end of the year. 

Samsung companies borrow without 
guarantees from the government or 
local banks. Instead, a company in the 
group customarily borrows on 
another's credit; this new SST borrow- 
ing will be guaranteed by Samsung 


| | å : Tokyo. According to Lee, the loan will | Electronics. The group has been bor- 
i . ' r ` 

ж. be used to build facilities to make | rowing in this way since 1978. As well 
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sung opened its first semiconductor 
plant — which is producing 64K chips 


During the past 18 months, it has 
raised around US$200 million in loans 
from banks overseas including the 
most recent borrowing. In May the 


successfully sold guaranteed commer- 
cial paper, with support from Chemi- 


| Payment of sendoed | | — early in 1984. The new plant will be | cal Bank, in New York in 1982. 
| E turning out 256K chips by mid-1985, Lee anticipates use of other financial 
it CR according to Samsung's plans. instruments. "The floating rate notes 
| Samsung's recent push into | were the first step to straight bonds; 
SS id semiconductors had led it to the | and as the capital market here is 
D. Jeupsnied D Suite aul offshore markets earlier for funding. | liberalised perhaps we can go on to 


convertible bonds." Lee said the suc- 
cess Samsung has had in raising funds 
in overseas markets is due in part to its 
centralised international finance de- 
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tonnes of айаны 
mill at Lewispo 
scrap-recycling pl: 
The uere 


lion in payments from omalco' s cash 
reserves and committed term facilities. 
With some US analysts saying the pur- 


partment. Foreign bankers in Seoul 

agree. | 
One reason for the current loan's 

success, particularly with the Japanese 


institutions, was the banks' eagerness 
for the business, The yen loan is offered 


at rates judged to be the best yet toa 
foreign corporate borrower by Japan- 


ese banks. Repayable over 10 years; the 


yen loan is offered at 0.1% above the 
Japanese long-term prime rate. The 
favourable terms reflect the Japanese 
banks’ current excess liquidity due to 


low domestic demand. This will be | 
first major borrowing in | 


Samsung's 
yen, and reflects a desire to diversify 
its source of funds. 


For banks involved in the dollar | 


loan, the rates charged will be higher 
than on sovereign-risk borrowing, but 
the risks are reckoned to be roughly the 
same. Few bankers believe that the 
South Korean Government would 
allow Samsung to break any agree- 
ments with its foreign creditors. The 


eight-year dollar loan, syndicated by a - 


group which included Bankers Trust, 
Chase Manhattan, Citicorp, Korea Ex- 
change Bank, Mitsubishi Bank and 
National Westminster Bank, was ar- 
ranged in two tranches. 

Around US$25 million will be pro- 
vided on a tax-spared basis which 
means they will avoid double taxation 
and enjoy a preferential interest rate at 
0.375 of a percentage point above the 
London inter-bank offered rate 
(Libor). The remainder will be on more 
conventional terms, with interest at 
0.75 of a percentage point above Libor 
for the first three years, rising to 0.875 
` points for the: remaining five. 








shoulder from this year. 











| million (US$7.9 milli 


aluminium. ау б S retad ies” of 
US$46 million. last year. Com lco ar- 


picked out and depreciated, a тоги of 
about US$40 million, before tax and 


interest, would be theoretically possi- 


ble for 1984, 
Meanwhile, Comalco S experjence in 






CRA, even yore it has not 


A$100 million paid for 50% of Show 
Aluminium Industries was sai d 


year of operations i in 1983. ! 
the J apanese . fabricator ШШ i 


half of which Comalco will ‘ | 
In large part, this is due to the 


prolonged crisis of the Japanese 
aluminium industry continuing 


| beyond expectations. However CRA is 


believed to be a little frustrated at the 
slow pace of rationalisation within 
Showa itself. Although it has seats on 


OTB earnings 5 dive. 
The  Hongkong-quoted ^ Overseas 
Trust Bank (OTB) has announced a 


sharp drop in after-tax profits to 
HK$45.5 million (US$5.8 million) for 


^|] the year ended 30 June, compared 
with HK$98 million in the preceding 


year. 

The decline was attributed 1o pro- 
visions for doubtful loans in the wake 
of sluggish economic growth and po- 
litical uncertainties during the past 
two years. In a brief announcement of 

| its annual results, the bank made no 
mention of the payment of a final di- 
vidend, though it had earlier forecast 
a total payout of 24 HK.cents. Interim 
dividend had been set at 12 cents. 

As part of a consolidation effort, 
OTB is in the process of finalising the 
sale of its 88% stake in the Hongkong 
Chinese Bank to Asian and American 

interests (REVIEW, 1 Nov.) Mean- 
while, there has been a reshuffle at 
the top with managing director Pat- 
rick Chang Chen-tsong taking over as 
chairman of the committee of execu- 
tive directors from retiring Huang 
Tiong-chan. Chang Lee-sian will be 

thenew managing director. 
~~ ELIZABETH CHENG 


Dalge! forecast. 
‚ New Zealand pastoral- -servicing 
company Dalgety Crown, Corp. re- 
ported after-tax profits of NZ$16.5 





ion) in the year 
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. high-technology products, : 


at pains to deny) that t 







арг : | 

been behind Comico! s 
ownership in the US and CR/ 
entry into West Germany. 
More fundamentally 
into smoke-stack i 
ionable in the industrial т 
steel and aluminium are 
substitution by other mate 




























tion techniques. However, 
ing.the gamble that while 
erials may not show the E 














mand exists in the long run 
petitive suppliers. And this 
tion on metallurgy has not 
CRA from pilot ventures 
ceramics and biotechnology, t 
rise industry prospects. © 

CRA's purchases have revi 
speculation (which Carneg 








































child might one day ma e 
takeover for its British parent, R 








ended 1 Aug. That was a gain of 
from the previous year — and 
above the company's forecasts 
over rose 31% to NZ$1. 66 1 
However, the firn së 
agricultural- and 4 
vicing operations v were 
сераш. 


Powe 


Hitachi e To 


















posted record sales : 
ended 30 Sept. For Hit 
rose 18% to ¥1.5 trillion 
lion), while the gain for ^ 
29% to * 1.2 trillion. Recurrir 
fits rose by record amounts: E 
¥121 billion for Hitachi and 46%: 
¥68 billion for Toshiba. " 
sales growth in semicond 
was especially strong for both fii 
with Hitachi's turnover up 73% 
Toshiba's up 60%. Both re 
strong sales of video recorders. 
Nuclear power generation equip 
ments ordered by Tokyo Electri 
Power contributed to higher sales і 
the heavy electric division o 
Toshiba. Exports also rose rapidh i 
partly due to the yen's depreciatior 
against the US dollar. Export 
by 37% to ¥561 billion- 
and Tod 50%. ЕЕ. 
































1 Malaysian budget took hold. 
Г Ј ONG: A smaller-than- -expected cut in 
ocal prime rate coupled with declines on Wall 
Street ahead of the United States presidential 
election sent the Hang Seng Index spinning ón* 
the ‘last day of the trading period. The index lost 
13.7 points on the period to close at 1,039.30 
while total volume reached a daily trading aver- 
age of HK$191 million (US$24.49 million). The 
Brospect of more flotations that would further 
tax market liquidity also dampened sentiment 
while the announcement of a sharp drop in the 
profits of Overseas Trust Bank added to the 
gloom. The fall in share prices came at the end of 
a four-day rally. 








* i ‚ A strengthening yen and softening 
United Ah interest rates helped the Nikkei- 
by ow Jones Average reach an all-time high, albeit 

a short-lived one, at mid-period trading. The yen 
rose to ¥243.6:US$1, the highest in seven weeks. 
` But the index slid back to 11,176.93 at closing, 
- nearly 13 points away from the peak recorded on 
4 May. Volume stood at 363 million shares, 
slightly down from the end of the previous 
period. Blue-chip stocks led the climb but came 
u inder selling pressure towards the close in sym- 
pathy with the decline on Wall Street. Pharma- 
"teuticals were back in favour. 


ine КАША: Bearish news from Wall Street 

pened Australian exchanges throughout the 
‘pe iod, but various local factors kept overall 
T iovement upwards. News of a low inflation fig- 
ure in the September quarter and a lift in the 
Australian dollar helped the strongly performing 
‘industrials even further, as did expectations of 
good results by banks which were due to report 
іп November. Progress evened out across the 
board through the period with the Australian 
All-Ordinaries Index rising 5.4 points to 750.8 
and the All-Industrials still in the record-break- 
` ing territory, up 6.5 points to 1,098.8. 


` NEW ZEALAND: Prices continued lower ini- 


tially but found support just above the 1,200 

level and rallied reasonably strongly from there. 

_ Volume tended to be fairly light though there 

- was little in the way of company results. Invest- 

- ors had something to think about in the shape of 
what might be New Zealand's best onshore dis- 
covery yet and a narrower-than-expected half- 
year internal deficit. At period's end, the rally 

· Һай lost some of its momentum as pre-budget un- 
. certainties came to the fore. 





MANILA: Special deals with no impact on indi- 
ces swelled turnover to 401.138 million shares 

` worth 280.481 million (US$4.02 million). A pre- 
arranged sale of 102 million shares of Philodrill 
. accounted for more than a quarter of total vol- 
ume, while a cross sale of P62.91 million worth 

of Family Bank shares contributed roughly 

= three-quarters of total value. The mining index 
was off 18.18 points to 828.19 while the commer- 
cial-industrial index increased by 16.19 to 
— 118.35. Among mine favourites, the most active. 
Es 102 MON ш& 


| Heavy losses for some 


WALL Street blues affected most markets in Asia in the period ended 29 Oct. but 
libus domestic factors helped many. „exchanges to maintain their ground. Kuala 
Lumpur suffered the heaviest losses owed by Singapore as the implications of the 


„т 


was Philex at ап unchanged price for A and a 
half-centavo markup for B shares. Lepanto and 
Benguet Corp. tended lower while Atlas was on 
the upside. 


KUALA LUMPUR: Despite a well-received 


budget, the holiday-shortened trading week 
failed to sustain a one-day rally on 22 Oct. — the 
first trading day after the budget. Average daily 
trading volume slipped back to a sluggish 5.5 
million units, valued at just M$10.1 million 
(US$4.19 million) as profit-taking pushed prices 
into a sideway drift. The main dampener on sen- 
timent continues to be fear that existing tight 
liquidity may worsen further after the United 
States election. Listings gaining from the short 
upsurge were tyre and rubber stocks — indus- 
tries which gained significant concessions from 
the budget. 


: Fraser's Industrial Index closed 
at 4,616.14, down 154.48 points in the holiday- 
shortened period. Daily turnover averaged 6.9 
million shares, with the 4.2 million-share vol- 
ume on 25 Oct. marking the lowest turnover in 
nearly two years. Aside from Wall Street's 
downturn, observers ascribed the market weak- 
ness partly to a re-think of what Malaysia's 
"painless" budget would mean for listed com- 
panies. 


BANGKOK: The market rose in moderate 


trading with the Book Club Index closing the 
period 120.02, up 0.43 of a point. Blue chips rose 
in anticipation of higher earnings for the third 
quarter, helped by softening United States in- 
terest rates. However, speculative issues, which 
had enjoyed a bull run, retreated, offsetting the 
gains made by first-liners. Daily average turn- 
over totalled Baht 26.4 million (US$1.1 million). 


TAIPEI: Pessimism over the economy's reduced 
growth rate in the second half of the year gripped 
the market and sent share prices plunging as the 
index slipped to its lowest level since January. 
The lack of activity by institutional investors 
might have also contributed to the steep fall. The 
weighted price index closed the holiday-shorten- 
ed period at 825.22, down 24.41 points on the 
previous finish. Average daily turnover was 
NT$479 million (US$11.99 million). 


SEOUL: The market barely moved out of the 
doldrums with the composite index up by 0.64 of 
a point in the period to 131.16. Trading reached a 
daily average of 10.02 million shares. The moder- 
ate gains which centred on electronics and con- 
struction blue chips were attributed to upcoming 
dividend payments. Worries over the increas- 
ingly violent student demonstrations weakened 
prices, wnile the Ministry of Finance announce- 
ment that dividend payments would be 


liberalised in the future did little to bolster confi-' 


dence. Electronics was the biggest gainer, up 
2.25 points, followed by construction, up 2.02 
points. 


а йрн ал айй. gero rm 



































Hang Seng Index 
23 Oct. 1,04: 
24 Oct. 1.05. 
25 Oct. 1,05. 
26 Oct. 1,05 
29 Oct. 1,03! 
Change on week -14 
2900 ‘change 
нку on week 

Ansociated Hotels 0 54 .17 4 
Atlas ind 2.875 73 
Bankot E A 2030 29 
Cheung Korg а 35 2 
China Light 15.50 +33 
Conic 0.60 — 
Evergo 164 18 
FE Consortium 037 -39 
FE Hotels 086 15 
First Pac Holds 2475 — 
Great Eagle 0415 78 
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Manila Mining Index 



































23 Oct. 844.50 
24 Oct. 850.56 
25 Oct. 826.79 
26 Oct. 828.65 
29 Oct. 828.19 
Change on week -215*6 
290ct change S 
Peso onweek yield 
Acoóye Mng E : EE 
Atlas-B 27 00 «09 - 
Baguo Goid-B „ё i 
Fi-Am : I 
First Holdings 110 52 73 
Lepanto-B 0.03 h = 
Marcopper 096 sy — 
Pre -B on - 4 
PLOT 40 55 [I 128 
Phil Overseas Û 006 z àl 
Pioneer -A " 
Podco-B 00012 
San Mguei-B 10 625 66 620 
W Minotco-8 и L 4 
Fraser's Industrial Index 
23 Oct. closed 
24 Oct. 4,761.55 
25 Oct. 4,739.56 
26 Oct. 4,669 20 
29 Oct. 4616.14 
Change on week ~3.24% 
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23 Oct. PEN 852 24 
24 Oct. 84571 
25 Oct. closed 
26 Oct. 842 24 
27 Oct. &39 86 
29 Oct. 825.22 
Change on week 287% 


Asa Coment 25.40 04 $! 
Cathay Const 26 00 04 36 
Crna Aabar 920 6 : ; 
Churv кка Pulp 20 47 29 
Chung Shang Тамне 1485 42 - 
Far Emm! Тее 2^ 00 TL 1A 
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Nan Ya Plastic 29 80 23 34 
Taiwan Comon! 90 20 03 $0 
Tatung 5 60 "| 

USI Fat East 27 20 Y 92 
Yue Loong Motor 1260 56 > 





a ES UC 119.58 
24 Oct. 119.64 
25 Oct. 119.93 
26 Oct. 119.91 
29 Oct. 120.02 
Change on week _ 1 +035% 


Bangkos Bark 2:2 00 - 1*3 
Bert лежен 676.00 aa 
IFCT 139 00 07 t0 1 
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Rama Tower 23.00 
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Serm Suh 358 00 2 
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rates when available on the Hongkong market. Reuter for spot 
and forward rates trom local and international markets. 
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Engineering worldwide 


Because the readers of The Review run Asia, theyre offen 
needed in two places af once Airlines are their second 


“أا 


Nome 
IN fact in a year, їо Г САЛ ч емегу ме Of Our subscribers 
travel by air, averaging 9 © 5.5 return trios. This means that Review 
readers step onto planes Over 2 ry lion times every year. 
Which is why а find over twenty-five of The word s Major 
airlines making a regular route of Ihe Review 
When you consider that almost all our readers Nola senior 
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ARTS EXTRA 


Investing In 
the past... 


By Emily Lau in Hongkong 
L ord Oda Nobunaga was the first 

ruler of Japan after the 16th-century 
civil war. In 1558, to commemorate the 
rebuilding of Kivosu castle, he ordered 
his private mint-master, Goto, to 
create large gold and silver obans. He 
later presented the Kivosu obans to the 
emperor and other warlords to win 
their favour and support 

The Kiyosu oban was part of a 
HK$1.56 billion (US$200 million) col- 
lection of rare coins and banknotes at 
the recent Third Hongkong Interna- 
tional Coin Exposition. The Japanese 
collection, dating from the 16th cen- 
tury to the Meiji Restoration in 1868 
and called “Treasures of Japan,” con- 
sisted of palm-sized obans and kobans 
displaying family crests, mint-mas- 
ters’ chops and other coin marks and 
patterns 

Many were commissioned by some of 
the most famous figures of Japanese 


history such as Lord Hidyoshi 


Tovotomi. who ordered the delightful | coin dealers from 27 countries 








Sun's banknote: fund-raising for the revolution. 


10-ryo silver oban, depicting falling 
cherry blossoms, shown in the exhibi- 
Lion 

Equallv interesting, and perhaps 
more practical, was the 16th-centurs 
Kiri gin, a strip of silver fashioned to 
be cut off for business transactions, 
with the seals impressed down the 
strip so that the smaller pieces would 
bear a complete or partial seal айе: 
they had been cut 

The two-day event, including an auc- 
tion, was attended by more than 100 
More 


The latest in aviation technology 
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than 1,000 coins and banknotes were 
up for auction, but, as in auctions in the 
previous two years, only 60'5 were 
sold. The organiser of the exhibition, 
Richard Nelson, said the coin market 
had been relatively quiet in the past 
few years 

Chinese items did not fare too badly 
at the show. А 1906 Xinjiang Sungarel 
dragon dollar, said to be the rarest of 
its kind, was auctioned at a record 
US$34,000. Sungarei is the northern 
portion of Xinjiang province, known in 


Chinese as the New Dominion. А Ќе 






hectic bidding, the coin was bought 
by a collector from Taiwan. 

A 1902 Tianjin Provisional Gov- 
ernment Silver Medallion — de- 
scribed as "magnificent" — also 
caught the imagination of show- 
goers. The exposition's prospectus 
describes it thus: 

"The seven flags of major coun- 
tries of the world clustered on the 
obverse of the medallion are all ena- 
meled in full colour. The reverse inscrip- 
tion indicates that it was presented by 
the government of Tientsin and another 
interesting feature of the medal is that 
while it was for Tientsin China, it was 
produced in Japan by Tenshodo. " 


ne of the interesting offerings in 

the Chinese banknote section 
which was not sold in the auction was а 
1906 Chinese Revolutionary Govern- 
ment $100 note. Signed by Sun Wen 
(later Dr Sun Yat Sen), this pre-Re- 
publican note bears English text on 
one side and French, with Chinese in 
large overprint, on the other. 

In 1905 Sun travelled from the Unit- 
ed States to Southeast Asia to gather 
support for his revolutionary move- 
ment and to raise funds for an army. A 
year later, together with the Hanoi 
branch of the Tung Meng Hui, Sun is- 
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The Tianjin medallion: ‘magnificent.’ 


sued a currency known as the “Chung 
Hua Revolutionary Army Silver Cer- 
tificate" which he hoped would be eas- 
ily recognised by Overseas Chinese. 

For this reason, the English and 
French text was used with the Chinese 
overprint. The note promises to pay the 
bearer one year after the revolutionary 
government was established in China 
on demand at the treasury of the gov- 
ernment in Canton or by its agents 
abroad. 

This was the first time China had 
taken part in an international numis- 





matic show. To celebrate the occasion, 
the China Mint of Peking issued 
1,000 1-oz silver panda medallions. 
Nelson, who started his numis- 
matic company with his wife Mar- 
ion in California in 1968, has 
gained a reputation as a specialist 
in Asian numismatic dealings, 
particularly with Japanese and 
Chinese coins. Nelson said China 
has a rich numismatic history, pro- 
ducing some of the finest and rarest 
coins and notes in circulation. 
But apart from their historical and 


| social interest, he said, coins are a use- 


ful investment vehicle. Their advan- 
tages include world marketability and 
portable assets. Rare coins are safe. 
though not exceptionally good invest- 
ments; they increase in value faster 
than the inflation rate. 

And coin collecting is not just a rich 
man's hobby, though rich people obvi- 
ously have the best collections. The 
world's most valuable collection of 
coins today probably belongs to Texan 
Nelson Bunker Hunt, the multi-bil- 
lionaire who, together with his 
brother, tried unsuccessfully to corner 
the silver market in the late 1970s. One 
of his latest acquisitions is a Roman 
coin which he snapped up for a cool 
US$1 million. п 





Lunch and dinner have always been a gourmet 
experience for First Class passengers on Thai. 

Now breakfast is, too. 

With freshly squeezed orange juice and 
fresh eggs cooked any way you like them, right 
there on the plane. 

Its all part of the service in our ever- 
improving First Class section. 

Which, every body will be pleased to 
know, also includes a newly designed 
seat with fully padded footrest ' 
extension, improved back 
support and greater recline. 

So fly Royal First Class 
on Thai. And get a taste 
of frying high. 








hen Portuguese Ambassador to 

Thailand Jose Eduardo de Mello 
Gouveia disembarked onto a river 
islet here last year to inspect an ar- 
chaeological dig, he seemed dip- 
lomatically pleased but hardly as- 
tonished at what he found. Ar- 
chaeologists from Bangkok's Fine 
Arts Department had uncovered bits 
of wall from an old Portuguese 
church, but it was unlikely they could 
uncover much more than the usual 
shards and masonry. 

By September this year, however, 
with the help of an US$80,000 grant 
from Portugal's Gulbenkian Founda- 
tion, the dig in this ancient capital 
had proved a surprising treasure- 





Baan Portuget skeleton: a surprising find. 


house. The 2-km? site, still called 
Baan Portuget (Portuguese settle- 
ment), 200 years after abandonment, 
has so far yielded not only the out- 
lines of St Peter's Church, but an en- 
tire cemetery, with 47 skeletons in- 
tact. The original discovery of some 
Chinese pottery. has led to the re- 
trieval of crucifixes, coins, pipes and 
rosaries, 

“We had known about the church 
from hearsay and maps,” explained 
Eduardo Kol de Carvalho, a Lisbon 
archaeologist helping monitor the 
dig. “In fact, we were aware of three 
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different churches. But we had по | 


idea we would find an entire cemet- 
ery here." 

The Baan Portuget project is 
hardly in the class of Baan Chieng, 
the northeastern Thai site which 
vielded startling new theories of the 
first Southeast Asian settlements. 
But the Ayudhya site is more import- 
ant to Thai history. Site historian 
Pikrak Chamangkriemkra explained 
with some wonder that in a settle- 
ment which never numbered more 
than 2,000 Portuguese soldiers, mer- 
chants and missionaries, no fewer 


than three churches were built. 

Around the Portuguese settlement, 
perhaps 30 minutes by boat from the 
centre of the ancient Thai capital, are 
other enclaves Dutch, British, 
French, Japanese — whose treasures 
have never been excavated, yet which 
could obviously yield much. 

“The Portuguese, though,” said 
Pikrak, “were certainly the most im- 
portant. From 1511, when they sent 
an ambassador to the king from 
Malacca, they helped protect 
Ayudhya from the Burmese. They 
manufactured arms, imported guns 
and with the Japanese formed the 
king's personal bodyguard, which 
lasted from the 16th century until the 
Burmese defeated the Thais in 1767." 

It was more than defeat, That was 
the year the Burmese razed Ayudhya 
to the ground. The loyal Portuguese 
followed the king to Thonburi, where 
they were given a special plot of land 
(many of the settlers today have 
vaguely Portuguese names), and in 
Bangkok, the next capital, they were 
given a plot of land on which their 
embassy stands today, the oldest in 
the capital. 


ith renewed interest in the Ayu- 
dhya excavation, the problems 
are enormous: tactical, political and 
personal. Most important of all is the 
method used to protect the skeletons 
which came to light a few months 
ago. Pataphat Pumpongpaet. who 
heads the archaeology team, admits 
that nobody was prepared to find 
such well-preserved skeletons on the 
site and that no map had ever shown a 
cemetery here. But now they have to 
keep the bones intact — and this will 
hardly be easy. 

"When the monsoon season be- 
gins," said Pataphat, "we're going to 
have great problems. Obviouslv we 
can't throw dirt back on the bodies. 
And we couldn't move them to 
another place. Their present posi- 
tions as we found them are too im- 
portant. The most we can do is tem- 
porarily cover them with cellophane 
and gradually put cases over them. 
But we are very worried.” 

Another problem is the inevitable 
one of robbers. The site of St Peter's 15 
not too bad, as the archaeologists 
have their hut nearby. But the entire 
two-mile stretch along the river, 
stretching 200 m inland, is ripe for 
anyone who can do a bit of digging. 

The discoveries have led to a rash of 
extraordinary theories from both 
Thais and Portuguese. The respected 
Silpawatthanalatram magazine re- 
ported in July that an Ayudhya king 
had been converted to Catholicism in 
1544. As the monarchy's status is 
founded in Buddhism, this was an as- 
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tonishing discovery. But the "fac- 
toid" was traced by this writer to an 
obscure Portuguese book published 
in 1945, quoting missionaries who 
confused the king's tolerance of 
Catholicism (unlike the European 
persecutions of the time) with con- 
version. 

Equally misleading has been a Por- 
tuguese theory that Baan Portuget 
still has descendants from the origi- 
nal 16th-century settlers. In fact, an 
enterprising Lisbon photo-journalist 
took a picture of a villager who — not 
resembling the other Thais — was 
headlined as having Portuguese 
blood. That same villager was found 
by this writer. While pleased to see 
his picture, he laughed at the story. 
He is Vietnamese, and his “ances- 
tors" came to Ayudhya some five 
vears ago 

The future of Baan Portuget is un- 
certain because the funds granted bv 
the Gulbenkian Foundation are lim- 
ited, and it seems doubtful whether 


4 
Pataphat with jar found on site: museum planned. 


the two other important churches 
will be excavated in the future. The 
fate of the Dutch, French, British and 
Japanese enclaves lies, for the 
foreseeable future, under the ground. 
Yet with present material, the Fine 
Arts Department is hoping to con- 
struct a museum on the Baan Por- 
tuget, along with “tours of the 
church.” None of this is meant to re- 
construct the great Portuguese Em- 
pire which virtually covered Asia in 
the 16th century, but memories of 
their settlement here can now be seen 
as more than a footnote to Thai his- 
tory. — HARRY ROLNICK 
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LETTERS 


Quote, unquote 


Lincoln Kaye, in his reply to my lette: 
[11 Oct.], was simply being disingenu- 
ous when he alleged that I had quoted 


him out of context by attributing to | 


him a statement “put together from 
clauses lifted from two different 
paragraphs with the sequence 
switched around.” I would like to 
quote these two clauses 

» “Under a bill proposed in parlia- 
ment in late July, it [the Monetary Au- 
thority of Singapore, MAS] will be al- 
lowed to offer key banking services to 
government bodies, statutory boards 
and state-affiliated private companies 
— any enterprise in which the govern- 
ment has a stake of 20% or above.” 

» "Not only will the MAS be able to 
accept and pay interest on deposits 
from this captive clientele, it also will 
provide such banking services as issu- 
ing and managing securities and acting 
as financial agent.’ 

It is clear that his "captive clientele" 
includes government-related com- 
panies and I maintain that he has been 
erroneous in his reporting, as MAS ser- 
vices of issuing securities he men- 
tioned are not available to these com- 
panies. 

Also in his reply, Kaye quoted from а 
paper prepared by John R. Hewson 
three years ago which stated that the 
existence of reserve requirement on 
Singapore-dollar deposits, and not on 
US-dollar deposits, increases the ef- 
fective cost of the former. I had already 
adequately addressed the issue of re- 
serve cost in my letter. Kaye has failed 
to refute my contention that, even 
given the extra reserve cost of 1.5% 
Singapore-dollar funding is still about 
2% cheaper than Asiadollar funding 

KOH BENG SENG 

Manager, Banking and Financial 

Institutions Department 

The Monetary Authority of Singapore 
Singapore 


Quantity, not quality 


A recent book written by Melbourne 
university professor Geoffrey Blainey 
attempts to substantiate his argument 
against “Asian” immigration to Aus- 
tralia. This senior academic, for some 
months, has been the acknowledged 
spokesman for this school of thought, 
opening the debate when he addressed 
an audience at Warrnambool in Vic- 
toria. At this meeting he went so far as 
to suggest that Indochinese refugees 
could be offered A$1,000 (US$840) 
each as an incentive for them to settle 
somewhere other than in Australia. 
The debate, for the most part, has 
been quantitative rather than qualita- 
tive, so the argument has been based on 
statistics which are intended to con- 
vince the public at large that by the 
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Driving an international business enterprise 
along the road to success requires the 
services of a bank skilled in cross-country 
financing. 


HongkongBank ıs such a bank 


In more than a century of financing 
business ventures around the world, we've 
experienced most of the likely constraints. 
This experience enables us to set your 
business on the right track — and keep it 
there. And not just in the Far East, but 
anywhere in the 55 countries where we 
operate our network of more than 1,000 
offices. 


Having blazed the trail for so many 
international businesses, we are well 
qualified to put you in the driver's seat 


Talk to us today. Anywhere. 


HongkongBank 
The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited 
Wardley London Limited 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1983 
EXCEED US$60 BILLION 


year 2000 the number of “Asians” in 
Australia will have reached a level 
which would be considered intolera- 
ble. However, the debate has been con- 
fused due to discrepancies in the def- 
inition of that area which comprises 
Asia. The inherent dilemma is the need 
to exaggerate the numbers of Asians 
likely to be in Australia by 2000 while, 
at the same time, not specifically men- 
tioning, but of course including, those 
Asians who are now (and for genera- 
lions have been) a visible asset to an 
Australian multicultural society 

On each occasion that Blainey’s 
views have been put to parliament by 
the shadow immigration minister, 
Michael Hodgeman, the figures have 
been refuted by the government Im- 
migration Minister Stewart West. It 
appears Hodgeman has little visible 
support from his own party and is 
the derision of government members 
whenever he attempts to give exposure 
to Blainey's views in the lower house. 

The confusion over definition has 
now ended as Blainey has stated that 
he is happy with a definition of Asia 
that includes and extends from Leba- 
non and Israel in the west to China, 
Japan and the Philippines in the east. 
If the debate continues the next round 
should be interesting, if only because 


now it will clearly inform a well- 
established and confident Leban- 
ese community in this country that 


Blainev would consider their kind in 





unless I can stay 
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some wav undesirable as migrants 

The fact that there exists in any so- 
ciety people with xenophobic tenden- 
cles is, in itself, no revelation. How- 
ever, there must be a conflict of in- 
terests for a man who seeks to 
popularise an intolerant point of view 
and who is at the same time the chair- 
man of a bicultural organisation. This 
organisation the Australia China 
Council — which provides for the ex- 
change of culture between the two 
countries, must have a diminished 
chance of reaching its full potential 
with Blainey at its helm. 


Sydney H. H. AU 


Ethnic explanation 


I was truly amazed to read P. Agam 
Masen's emotional outburst [LETTERS, 
13 Sept.]. It seems that his sympathy 
for the Free Papua Movement has 
clouded his judgment, or probably it 
reflects his ignorance of Indonesian 
history. As a non-Javanese Indonesian 
(I am a Minangkabau from West 
Sumatra) I feel very insulted by Masen 
referring to Indonesia as “Javanese In- 
donesia (a pseudo-nation . . .)" One 
may agree or disagree with the govern- 
ment's current policy in Irian Jaya, but 
one cannot deny that the struggle for 
Indonesian independence was fought 
by Javanese and  non-Javanese 
nationalists alike. I would like to point 
out to Masen that some of our greatest 





Many visitors to 

Kuala Lumpur regard 
The Regent as their 
favourite hotel. 

They return for the 
warmth of its welcome, 
which remains 
throughout their stay. 
For business facilities 
that include a swimming 
pool, a Health Club and 
some of Kuala Lumpur's 
finest dining. 

And perhaps, more than 
a few return for the 
pleasure of being 
remembered. 
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Before you look at a computer for your office. 
lets take a look at your office. 
































No doubt you've read articles and advertisements 
suggesting that the worst thing a business can do ts 10 
try to get along without a computer: 

IBM respectfully disagrees. 

The worst thing a business can do is buy а com- 
puter without doing the proper planning. 

Planning is something IBM can help with — 
whatever the size of vour business. 

We know that our data and word processing sys- 
tems. though found to be excellent many times and 
in many places. are only as good as the planning that 
precedes them — whether you need just one machine. 
or many. The jobs you have to do (inventory. shipping. 
reports and correspondence. payroll. accounts recety- 
able. inter-office mail) and the people you have to do 
j them must be part of that planning process. 

If theyre not. you haven't purchased a compre- 
hensive solution — you've merely purchased machines. 

Because of IBM's product range. we can help you plan 
a flexible solution that fits your present size. budge! 
and the future prospects of both. 

Our training programs are flexible too. suitable 
for one employee or one thousand. with or without 
computer experience. And our responsive. service 
organization allows you to use our products 
with confidence. 

If all of that looks good to you. let's take a good 
look at vour office together zez ж 





Five good reasons why the 
new River View Hotel 


is your best value in Singapore. 


Five star quality at four star prices 


The River View looks and feels like a five-star hotel . . . 
but it just isn't priced like one. 


uperb rooms 
S a five-star hotel you'd 
expect spacious rooms, 


designer furnishings, well- 
appointed bathrooms with 
telephone and 24-hour room 
service. And of course the 
amenities of colour TV, in-room 
movies , individual air-conditioning 
control, a mini-bar and 
International Direct Dialling. 

That pretty well describes our 483 
rooms and suites, 


ine international cuisine 

We offer three world class 

restaurants. The River 
Palace. Savour superlative 
Chinese cuisine and service in a 
serene atmosphere reminiscent of 
the China of a bygone era. Il 
Giardino. Nouvelle cuisine and 
unique culinary creations to 
excite the most sophisticated 
palate. Ginga. Exquisite Japanese 
restaurant with a Sushi Bar, 
Teppanyaki Grill and authentic 
Kaiseki cooking. 


reat facilities 

Cool off in the swimming 

pool and then relax by the 
pool-side bar. Enjoy our Health 
Club with hydro pool, sauna. 


There's even Japanese-style 
shiatsu massage on request. For 
those on business, there are 
function rooms for cocktail 
receptions, banquets or meetings. 
We offer full audio-visual 
equipments too. 


rime location 

Situated in the Havelock 

Road hotel district by the 
scenic Singapore River, the River 
View is convenient to sightseeing, 
business or shopping. It's only 5 
minutes away from the Central 
Business District, Chinatown or 
the Orchard Road shops. 


vacation bonus 
A Every day we have 2 private 
shuttle buses to take you to 


the beautiful Desaru View Hotel. 
It's only 21⁄2 hours away in 
Malaysia's luxurious east coast 
resort area. 


Book at the River View Hotel and 
enjoy five-star luxury at four-star 
prices. 


Opening April 1985 
Singapore — Tel: 7375570 
Telex: RS 38744 AVI 
Tokyo — Tel: 03-271-9754 
Osaka — Tel: 06-201-1345 
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national leaders were non-Javanese, 
including our first vice-president, 
Mohammad Hatta, who was a 
Minangkabau. As Minangkabau or 
Sundanese or Achenese, we are as dis- 
tinct from the Javanese as the Irianese. 
That, however, does not make us less 
Indonesian than the Javanese major- 
ity. Indonesia is a multi-ethnic and 
multi-cultural nation and that is why 
the motto is Unity in Diversity. If each 
ethnic group is to be independent there 
will be hundreds of small states in the 
Indonesian archipelago, and this was 
not what our leaders had fought and 
died for. 


Jakarta 


Labuan’s future 


The contention put forward by Anak 
Sabah [LETTERS, 11 Oct.] on the “di- 
vide and rule" policy adopted by the 
Malaysian Government with regard to 
Sabah can be looked at in a different 
perspective. This relates to the crea- 
tion of a federal territory on the whole 
of the island of Labuan, a 35-mi? piece 
of land a mere 25 minutes' flying time 
to Kota Kinabalu, the administrative 
centre of the state of Sabah. 

The beautiful island of Labuan, 
where I was born and brought up, has 
for years been renowned for its natural 
deep-water harbour and fine airport. 
Because of this it is an important mili- 
tary strategic point, situated between 
the two East Malaysian states of Sabah 
and Sarawak. The British first used 
Labuan as a military base, then, to- 
gether with the British, the Malaysians 
during the Confrontation years of the 
early 1960s between Malaysia and In- 
donesia. Who is to say, now that La- 
buan is a federal territory, it will not be 
used as a springboard for tighter con- 
trol of the people of Sabah? 


London 


Badly based plan 


Washington's study on the relocation 
of the Clark air force and Subic Bay 
naval bases has been going on for many 
years and has been through many sec- 
ret hearings of the United States Con- 
gress. It is not a sudden scheme arising 
from CIA data on communist activities 
in the Philippines: it has nothing to do 
with the leftist insurgency there. 

The US contingency plan to relocate 
the facilities to Guam, the Marianas or 
Yokosuka (Japan) is brought about by 
many factors; and the implications for 
Asians are vast. Such a decision would 
be a form of "retreat," and “a retreat of 
no return"; it would be a withdrawal 
from an indefensible line. The Philip- 
pines would become an easy target for 
attack. 
Singapore 
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Pseudonyms are accepted, but letters in- 
tended for publication in these columns 
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HIGH STANDARDS 


AIR FRANCE MAINTENANCE 
SOME OF THE MOST SOPHIS. 
TICATED AND RIGOROUS TEST. 
ING PROCEDURES IN THE 
WORLD. AN INSPECTION SYS. 
TEM SO THOROUGH, THAT A 
NUMBER OF OTHER INTERNA. 
TIONAL AIRLINES HAVE ADOPT. 
ED IT FOR THEIR AIRCRAFT AS 
WELL. 

AIR FRANCE MAINTENANCE 
JUST ONE EXAMPLE OF THE 
HIGH LEVEL OF TECHNICAL 
COMPETENCE YOU FIND 
WHEN YOU FLY AIR FRANCE 


AIR FRANCE /7/ 
WE'RE AIMING EVEN HIGHER 


Saudi Arabia is continuing a rapid 
expansion of its ability to process 
its natural resources. This means 
vast new state-of-the-art process 
facilities—and more and better 

trained people to operate them 

Control room simulators at plants 


in Yanbu, Abu Ali and Safaniya 
represent one of the many 
advanced technologies from 
Combustion Engineering that 
oaudi Arabia is using to achieve 
its objectives 


Ot ег Соп ibustion Er yg! 


neering simulators in fast-growint 


areas of the Middle East. Asia 
and the Americas ensure that 
trained operations personnel will 


1 


) 


be оп hand at all times 
Saudi Arabia is just one of 
countries that, year after year, 


nave found it advantageous to 





use Combustion Engineering 
technologies to help reach their 
planned industrial goals. For 


more intormation about our 
commitment to help countries 
meet their national goals for eco 
nomic development, and a listing 
worldwide, write: 
Ronald E. Kurtz, Combustion 
Engineering, Inc., PO. Box 9308, 
Stamford, CT 06904, USA 


of our offices 
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Within hours of the purser of Indira Gandhi, her 40-year-old so 
had been sworn in as her successor as prime minister of the 
Ы largest democracy. But while he had been quick to take р 
NDIA ктот seemed a good deal slower to exercise it, and for the next th 
; New Delhi and other parts ofthec у Sé in о 
violence since partition. With calm jparently restored, India: 
rest of the world wait to see whether Rajiv Gandhi can cons 
Nehru dynasty. Richard Nations looks at Rajiv's options, € 
analyses his ascent to power and Mohan Ram looks at the ch; 
. ruling Congress party faces from regional eases р | 
14-22. h by: 
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rs wounded when a rein- 
d company of Vietnam- 
oops intruded more than 
into the northeastern 
province of Surin on 6 
nber. The Thai Foreign 

y lodged a protest with 
nited Nations over the 
rsion, calling it a "blatant 
liberate act of aggres- 
but diplomats cau- 
d against assuming it 
he start of a general of- 
sive against Cambodian re- 
nce border camps. Field 
ports said Thai F5E fighter- 
rs were called in to 
ff the Vietnamese after 
ey clashed with a Thai Bor- 
ler Patrol police unit. Details 
f the incident were sketchy, 
jut initial reports indicated 
he intrusion came after fight- 
| between Vietnamese 

and Khmer Rouge 
erillas inside Cambodia. 
— JOHN McBETH 








two-hour live TV debate be- 
the зона. United 








1athir Mohamad's insis- 
ce, it was to have focused 
` the | issue of  "kafir- 
| ir ” which centres on 






i ates die a martyr's 


in Both | parties have 
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job of Nepal's foreign minis- 
‘ter, expected to fall vacant 
‘soon with the retirement on 
ealth grounds of Padma 
‘Bahadur Khari, presently re- 
uperating in the United 
‘States from а successful 








tuagenarian diplomat will 
probably ask to be relieved of 
the portfolio when he returns 
to Kathmandu in December, 


cancer operation. The sep- 


| 
















according to sources 
his family. 
Front-runners for the post 
are Yadav Prasad Pant, 
former finance minister in the 
ousted government of Surya 
Bahadur Thapa and a former 
ambassador to Japan, and 
Bhekh Bahadur Thapa, 
another ex-finance minister 
and at present Nepal’s ambas- 






sador in Washington. Pant. is 


one of 28 royal nominees in the | 


National Panchayat (assem- 
bly), so would face по con- 
stitutional problem in becom- 
| ing foreign minister, while 
Thapa is not a member and 
would have to rely on the res- 
ignation of one of the royal 
nominees to open the way for 
him. 


Indonesian officials 


An Indonesian delegation led 
by Irian Jaya vice-governor 
Sugiono was attacked by a 
mob of suspected Free Papua 
Movement rebels when in- 
specting a centre for the ac- 
commodation of Irianese bor- 
der crossers inside Papua New 
Guinean territory. The In- 
donesian delegation was sent 
in an effort to begin the 
much-delayed repatriation of 
the border crossers. The 
incident is expected to plunge 
the strained bilateral relations 
toanew low. 

— SUSUMU AWANOHARA 





The индин prosecutor 
evaluating the two Agrava re- 
ports on the 21 August 1983 
assassination of Philippine 
opposition leader Benigno 
Aquino has found “probable 


cause" against all 25 military 


men and one civiltan cited in 
the majority report. Sub- 
poenas were issued on 5 
November to the group, which 


— KEDAR MAN SINGH | 
` Irian refugees attack 


includes armed forces chief 


of staff Gen. Fabian Ver and 
two other senior generals, 


along with copies of the two | 


reports which will serve as 
formal complaints. The men 
have 10 days to file counter- 
affidavits answering the ac- 
cusations. 

If the prosecutor, the 
Tanodbayan (or ombudsman), 
finds a prima facie case after 
evaluating the affidavits, 
charges will be filed with the 
special Sandiganbayan court. 
The prosecutor also has the 
option to either require 
further investigation or can 
dismiss the case outright. 


recent Textiles 
meeting only the US — among 








against US trade curbs 


States textiles-import curbs 


Trade and beyond that possi- 


: bly to Gatt’s Textiles Commit- | 
tee. Meanwhile, there are indi- 
cations that a post-election 
US administration may dilute: 
the country-of-origin rules in 
the face of harsh — and still 
international 


mounting 0 
criticism (REVIEW, 20 Sept.). 


visit to Washington, said on 5 


November that talks there 
failed to persuade the US to 


modify the rules, which in ef- 


fect outlaw imports of gar- | 


ments under existing bilateral 


agreements where those gar- 
ments have undergone partial 


assembly outside their coun- 


try of origin. Most threatened | 
is Hongkong's knitwear in- | 


dustry, which for long has as- 
sembled sweaters from panels 
made in China. 
three Hongkong shipments 
are being held up in New York 


because of the origin rules... 
These delays would be the 
basis of a complaint to the 


TSB. 


MacLeod saw several rea: 
sons for optimism that the. 
rules may be modified or | 
dropped: two reviews of them. 


currently are under way in the 
US and might produce recom- 
mendations before year-er 





the rules in any. case "are not | 


being enforced very rigidly,” 
apparently because of inter- 
national controversy; and at a 
Committee 


both developed and develop- 
ing countries — spoke in 


favour of the measures, said 
— PAUL SILLITOE, 


MacLeod.. >» 


Japanese fims seek 
China insurance plan А 
Japan's Ministry of Interna- 


| tional Trade and Industry 


— GUY SACERDOTI. | 


(Miti)is under pressure to pro- 
vide insurance cover for Ja- 
panese investments in China. 
An insurance proposal was 


submitted in September by. 
the Federation of Economic | 
Organisations, Japan's main 
and other | 


business lobby, 
groups. If the measure is ap- 






Hong gkong continues fight LET 


Hongkong may take its ERE 
against tough new United 


to the Textiles Surveillance 
.Body (TSB) of the General 
Agreement on Tariffs and 


| States. | 
| rather see the conclusion of a 


Hongkong Director of Trade 
Hamish MacLeod, following a 


-Bank of Korea raises 
deposit, loan rates 
. The Bank of Korea (the central 
bank) has announced a one- 
point increase in interest rates 
оп time deposits of a year or 
more and on non-export re- 


Currently, 







China says 'no'to <- 
BHP joint venture i 











itry and Japanese direct 
nvestment in China would 
probably increase . signifi- 
'antly. 

"Japan is China's top trading 
partner, but Japan's direct in- 


vestment of US$27 million in 
70 Chinese projects lags far 


behind that of the United 
While Miti would 


bilateral investment agree- 
ment with China before set- 
ting up an insurance plan, 


some business lobbyists argue 


that the US Government is al- 


| ready offering insurance pro- 
-tection to US investors — 
though the US has yet to con- 
clude an investment protec- 


tion agreement with Peking. 
— TERESA MA 


loans. Time-deposit 
will rise to 10-10.595, 





while the new rate for loans: 


will be 11-11.5%. Bank rates 
are usually much lower than 


those of the illegal kerb mar- 
| ket, where annual rates are 
currently about 18%. The rate 
change is intended to draw 
funds into banks — and out of 
the kerb market. 


. Rates on export-financing 
loans will remain at 1095, and 
banks will still be obliged to 


apportion 35%. of loans to 


small and medium-size firms. 
— PAUL ENSOR 





China's Ministry of Metallur- 
gical Industry has told Aus- 
tary Co. (BHP) hut it bas a 
cided against investing” 

BHP’s Kwinana Pp io 
plant in Western Australia — 
which has been closed since 


China stopped buying most of 


the 650,000-tonne annual out- 


| put in 1981. Formation of a 
! sj joint venture to re-open the 
plant emerged as a possibility 
after Australian Prime Minis- 


ter Bob Hawke promoted i iron 


{ and steel cooperation during 
his visit to China in. February 
| (REVIEW, 


і Mar) But the 
Chinese ministry switched its 
investment priority to a joint- 
venture iron ore mine, now 


under a feasibility study; with 
| the Conzinc Riotinto Austra- 





proved, it would Бе Japan's | lia 


first such programme for : 
vestments in a , commu st 














x ong senior | 
he Paone 
eofthe iride 
_ boa rts — -implicating . 
; ‘three 8 and 22 other | 









is | purchases of foreign-made _ 
aircraft. However, the 


Е агу off r The AN 
un Consti ‘ution permits retired 
= officers to be recalled for active 





7 duty, but it is thought that Heto is | recently annour 
LN established regior 


` reluctant to return to Manila. 


FLUSH BY THRUSH 


2}. The Burmese Government is 
| «about to begin for the first time 


".. the aerial spraying of opium 
crops with defoliants in a move 
"which specialists feel eventually 
"may force some hill-tribe farmers 
. to move across the border into 
Thailand. It is understood the - 
spraying may start as early as - 
-mid-November and willbe 

. carried out by a single-engine 
Thrush aircraft provided under a 
United States aid programme. 


EN THE WEEK 


^. The director of the local branch of the | 
Xinhua newsagency Xu Jiatun said that 
the people of Hongkong can help draft the 
| Now) law through their representatives (6 
Nov.) 


` INDIA 

|. Prime Minister Indira Gandhi was as- 
- Sassinated by two Sikh body guards. Mrs 
Gandhi's son Rajiv was sworn in to suc- 
ceed her. The armed forces were put on 
full alert as violence erupted in major 
cities (31 Oct.). Security forces were or- 
dered to shoot rioters on sight as the death 
toll in anti-Sikh riots across the country 
rose to more than 80, it was reported. 





` Police arrested relatives and friends of two 


Sikh assassins of Mrs Gandhi (1 Nov.). 
Моге than 400 people died in violence 
_ throughout the country (2 Nov.). Mrs Gan- 
01 was cremated. More than 300 people 
-.rz mostly Sikhs — were massacred by 
_Hindus in a New Delhi neighbourhood (3 
. Nov). The new prime minister increased 









pine | rate in Chinese domestic air. ^ 
as trave resulting from greater 
no erity and the government's | 

| open-door trade policy, with — 


то how such purchases wil 
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| are not centrally coordinated, 


| uneconomic maintenance bills. 





| The Thai Government does not 


| approve of such eradication 


methods because of political 
considerations and the 

| importance it attaches to 
encouraging northern opium | 
farmers | to plant superba crops. 
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that China will boost i 


manufacturers are uncertain as 
; þe 
made once the Civil Aviation 
Administration ol hina hands 













There has been no indication so 
far as to how the regional airlines 


will be structured. If decisions on | 


buying and maintaining aircraft 


sources say, the regional airlines 
could face expensive and 


WARDLEY UNREWARDED 


Union Bank of Switzerland is 
joining the select band of | 
institutions managing Brunei's 
huge foreign investments on 
behalf of the Brunei Investment 


the strength of the cabinet to 48 and re- 
placed the planning minister (4 Nov.) 
Three people died in renewed violence in 
New Delhi (5 Nov.). The army tightened 
security áround Sikh temples in New 
Delhi às a precaution before a Sikh religi- 
ous festival. The official death toll from 
riots in the capital was 500, the lieutenant 
governor of New Беш, announced (6 
Nov. ). 


INDONESIA | 

Indonesia protested to Papua New 
Guinea over an attack on Indonesian offi- 
cials by Irianese in a refugee camp along 


their border, Indonesian Foreign Minister 


Mochtar Kusumaatmadja said (4 Nov.) 

About 30 leading members of the National 
Committee of Indonesian Youths marched 
to the Papua New Guinea Embassy in pro- 
test against the attack, it was reported (6 | 
Nov.) 


JAPAN 


The newly formed cabinet of Prime 




















| 
| 
| 
| 
| 
| 
| 
" 


| 
| 
| 
è 










0881 clievedio of funds. L 
is ати ther blow to Britis! 









Britain's € rown үл as 
inves ment о The 





bank: Г 1 , Morgar ‘Guaranty 
Си nk, tw apanese sec 














































the predict ns of Gingances a air 
industry sources. The soon-to- с 
announced agreement gives the — 
Colombo carrier three turn- 
around services to Kuala 
Lumpur, justasitoncehadto |. 
Singapore prior to the lapse of its” 
summer-flights schedule there in 
October. But Air Lanka failed to. 
win from the Malaysians its long- 
standing effort to get traffic 
rights through to Tokyo — a | 
demand which, partly, had been 
responsible for its earlier falhng 
out with Singapore. Its li ikehiest — 
route to Japan is now Bangkok. 















ARN AVVO Mia mereri NI 


Minister Yasuhiro Nakasone was sworr in 
by Emperor Hirohito (1 Nov.). | 


Former prime minister Zulfikar Ali 
Bhutto's cousin, Mumtaz Bhutto, left far 
London, police officials. said (3 Nou.) 


PHILIPPINES 

Armed forces chief Gen. Fabian Ver and 
25 others were subpoenaed as principals. 
in the double murder of Benigno Aquino 
and his alleged assassin Rolando Galman 
(5 Nov.), At least 155 died when = 
Agnes devastated the country (6 Nov. 


Thousands of student demonstrz lors 
clashed with riot police in Seoul (5 Nory. 


THAILAND 

At least two Thai soldiers died 
were wounded in heavy fi ghting 
Thai and Vietnamese tre ps 
bodia, official reports sai ^ 






| он 295: 






\ 


97 EF TI = 


; EERSTE: 
LI = VM „ы я 
ete s n. = т 


B - > fs > 
ФЕ аы мо 
EYES Е. ч ЫА». 


E REGIONAL AFFAIRS 


вн „ „з= ee ФР 5 o 


tt aie FN > AUS .—-‏ ف ادت 


Rajiv and close family pay their respects; anti-Sikh reprisal in New Delhi: fear and anxiety. 








Rajiv grasps a violent legacy, but can he unite India? 





By Richard Nations in New Delhi 


x 


The public cremation of 
India's national leader 
is a moment in this in- 
tensely emotional coun- 
try to sink political dif- 
ferences in a shared out- 
pouring of grief. But the 
assassination on Wed- 
nesday 31 October of 
Prime Minister Indira 
Gandhi’ by two Sikh bodyguards 
grec the worst wave of communal 
violence since Partition. 

Street mobs — often thought to be 
instigated by the ruling Congress party 
workers — looted the homes of rich 
Sikhs and burned poor Sikhs alive. For 
nearly three days the administration 
collapsed, and the prestigious Indian 
Army was called into the capital only 
to remain curiously ineffective. By the 
time Mrs Gandhi's son and successor, 
Rajiv, lit the funeral pyre on Saturday, 
the capital was dominated by fear and 
anxiety. 

Mrs Gandhi left behind a country 
more deeply divided than when she 
first came to office 18 years ago. And it 
is not clear whether Rajiv's swift as- 
cendance to power the day of his 
mother’s murder is a solution to the 
crisis, or another symptom of it. Rajiv 
inherits all the authority of the Nehru 
dynasty and the power of his mother, 
and the continuity has reassured the 
country. 

Rajiv is as much an enigma to In- 
dians as he is to foreigners. He first 
shunned politics, and since his mother 
brought him into national life follow- 
ing his brother Sanjay’s death four years 
ago, he has not even held a cabinet seat. 
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This apparently leaves him uncommit- 
ted to any particular course. And while 
the attendance of 60 world leaders at 
the funeral was a fitting tribute to Mrs 
Gandhi's ambition to enhance India's 
prestige, everyone was watching for 
clues of which direction Rajiv would 
take the country. 

He could follow the path laid down 
by his mother, go for quick elections in 
January and cash in on the sympathy 
vote wave which some here think will 
probably compensate for the ground 
lost to Congress after Andhra Pradesh 
Chief Minister N. T. Rama Rao suc- 
cessfully campaigned to defy Mrs Gan- 
dhi's efforts to topple his Telegu Desam 
party government. A fresh five-year 
mandate with a majority — if not the 
two-thirds of seats Congress now holds 
— in the lower house would give Rajiv 
time to consolidate. 

This is the easy course, but not 
necessarily the safest. Despite two 
years as one of the party's general sec- 
retaries, Rajiv has very few of his own 
men, and many Congress MPs were 
nominated by Sanjay for the 1980 gen- 
eral election. A snap election will leave 
him little time to choose his own men 
and efforts to take party tickets away 
from sitting MPs could provoke a re- 
volt among the “Sanjay men." More- 
over, Rajiv would have to prove his ap- 
peal in a national campaign at a time 
when the temper of the country 
threatens escalating electoral violence. 

Moreover, quick elections would 
commit Rajiv to his mother's strategy 
of exploiting the *Hindu backlash" in 
the five Hindi-belt states of the north 
which control 220 of the 542 lower 


Dynasty or division 


house seats. This in turn would reduce 
his scope for lowering the confronta- 
tion with Pakistan, seeking some resol- 
ution of the Punjab crisis and pursuing 
an accommodation with the regional 
forces in the south, and non-Hindi 
speaking states of Assam, Jammu and 
Kashmir and West Bengal — all of 
which are in various stages of revolt 
against domination by the centre. 

Even an electoral victory in January 
could prove a hollow one for Rajiv if he 
is not able to bring his own men into 
parliament on the strength of his 
proven campaign appeal. A Congress 
majority dominated by “Sanjay men” 
would make Rajiv more dependent on 
parliamentary MPs than the other way 
around. And this would encourage him 
to rely upon his mother's methods of 
granting real influence to an unac- 
countable coterie of personal advisers 
to strip power from potential rivals in 
the cabinet and party. 


tics, take bold initiatives and 
make a clean break with the past. 
Opposition politicians suggest a 
number of steps which could trans- 
form the nation's psychology and the 
post-Indira situation overnight. First 
would be to declare a national day of 
mourning, and full compensation for 
all those who suffered during the latest 
round of communal violence. This 
would have to be matched by a 
thorough and convincing investigation 
which brought to book all those in the 
police, administration and party re- 
sponsible for the riots, 
Next would be to tackle the Punjab 
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T he alternative is to rise above poli- 





Backlash in 





problem head on by releasing the 
state's Akali Dal political leadership 
from jail with a broad appeal to the re- 
ligious and political leadership of the 
nation's Sikhs to resolve the Punjab 
crisis and get the army out of the state. 
This would be complemented by an 
open response to Pakistani President 
Zia-ul Haq's call to negotiate a no-war 
treaty. Finally Rajiv could launch a 
call to all political parties to round 
table discussions to address the crisis 
of centre-state relations. 

"If Rajiv came forward with such 
appeals in a time of national crisis, no 
politician could afford not to re- 
spond," commented Inder Gujral, a 
Janata Party politician and secretary- 
general of the United Front coalition of 
opposition parties. "Rajiv could sud- 
denly be in command." 

The death of Mrs Gandhi has created 
new uncertainties for many of the na- 
tional opposition parties, which are 
national in name only but in reality led 
by personalities driven out of the old 
Congress party by Mrs Gandhi during 
her 1969 and 1977 purges. "We have 
lost our platform," one former Con- 
gress oppositionist said candidly, im- 
plying that it was only Mrs Gandhi's 
methods and personality that justified 
their separate political identity. There 
is already a move afoot to restore 
"Congress culture," and Gujral — Mrs 
Gandhi's information minister who 
left the party when the Emergency was 
declared in 1975 — thinks that many 
old Congressmen would go along with 
postponing elections if Rajiv makes a 
serious fresh start. With practically a 
two-thirds majority in both houses, the 
Congress can now amend the constitu- 
tion to extend the life of parliament 
from the present five years to six or 
seven years. This option is being press- 
ed by some of Rajiv's advisers as the 
most practical course. 

This, however, would only be a first 
step. "If he desires to achieve results 
rather than just create the appearance 
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of moving resolutely in some particu- 
lar direction," the former editor of the 
Statesman (the national English-lan- 
guage daily) Pran Chopra commented: 
"He'll have to revive the institution 
which Mrs Gandhi so thoroughly 
undermined." In practice this means 
restoring Congress’ tradition of 
inner-party democracy, decentralising 
control of electoral funds, restoring 
full authority to cabinet ministers and 
abolishing the prime minister's private 
secretariat which exercises real power 
but was accountable only to Mrs Gan- 
dhi. And this is only the beginning of a 
process to reverse the decade-long 
trend towards demoralisation of the 
Indian Civil Service, the politicisation 
of the police, the sycophancy of the 
judiciary, and the political abuse of 
presidential powers. 

This would oblige Rajiv voluntarily 
to yield much of the power Mrs Gandhi 
gathered into the prime minister's of- 
fice, which in form appeared to rely 
upon the checks and balances of a 
Westminster parliamentary system, 
but in practice wielded far greater 
power than the White House — United 
States presidents rarely have the reli- 
able rubberstamp legislature the pli- 
able Congress majority in the Lok 
Sabha assured Mrs Gandhi. 


part of Mrs Gandhi's son to realise 

that this continental-sized country 
with its 14 official languages, three 
major religious communities and a 
multitude of castes and tribes cannot 
be ruled by one person. Rajiv’s grand- 
father and India’s first prime minister, 
Jawarhalal Nehru, understood this 
clearly. For him, democratic principles 
and rule of law had a very practical ap- 
plication in India, since order in this 
violent but essentially hierarchical 
line could only be maintained by pre- 
stige. Nehru's daughter, however, 
identified herself with India, and sub- 
stituted herself for the chaotic democ- 


| t would require broad vision on the 
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racy and delicate federal 
necessary to India's cohesion. 

Rajiv has too much common sense to 
believe the party slogams he repeats 
about the externak threats to India. 
India has never been more secure and 
economically stable since partition 
But Rajiv was probably too close to his 
mother to be aware that the crisis India 
faces today is fundamentally political, 
and springs from the tension between 
the demands for recognition and pre- 
stige by the humble and insecure who 
have prospered in modern India, and 
Mrs Gandhi's own refusal to cede 
power or autonomy to any leaders she 
could not control. 

Nor could Rajiv be expected to see 
that his mother's assassination by two 
low-caste Sikhs — for whom the beard 
and turban was their only defence 
against the degradation of Hindu un- 
touchability — was a consequence of 
her inability to comprehend that she 
was part of India's political crisis 

For Mrs Gandhi, the attack on the 
Golden Temple in June was simply 
another power gambit in the struggle 
against Punjabi autonomy she had 
long waged in the name of Indian 
unity. Sant Jarnail Singh Bhindran- 
wale, the Sikh fundamentalist who 
took armed refuge in the sanctity of the 
Golden Temple to defy the government 
— had after all been a creation of the 
current president, Zail Singh, in the 


balance 


late 1970s when the latter was an out- 
of-power Congress politician in Pun- 
jab who needed an orthodox Sikh 
fanatic such as Bhindranwale to sow 


division among his rivals in the Sikh 
Akali Dal party then in power in Chan- 
digarh. For Mrs Gandhi, the Golden 
Temple operation was a calculated risk 
to dispose of a nuisance which would 
also enhance her popularity among the 
Hindus in the populous neighbouring 
states. 

She could not understand that by de- 
filing their most sacred shrine, the In- 
dian Army attacked the fundamental 
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identity of a fiercely proud but basi- 
cally insecure Indian minority. That 
mistake cost her her life and sowed the 
seeds of a new communal crisis which 
set the tone of ugliness and violence in 
the opening hours of the Rajiv era. To 
the end, Mrs Gandhi persisted in the 
belief that Sikhs were divided into ex- 
tremists and those loyal to India. She 
refused to take the advice of the intelli- 
gence bureau to remove the Sikhs from 
her bodyguard, because it violated her 
image of secular India as one nation, 
which in reality was greviously dam- 
aged by her Golden Temple gambit. 

"It's a strange blend of innocence 
and arrogance. She thought everyone 
who knew her loved her," said Sikh 
historian Kushwant Singh. “The 
names of those two assassins will be 
read into the scroll of martyrs for years 
to come. It is the greatest honour of the 
Sikh to give his life to preserve the 
sanctity of the temple.” 


power. He preferred the secure 

middle-class life of an airline 
pilot to his claim on the Nehru heritage 
to run India. When his mother sum- 
moned him to politics to fill his 
younger brother Sanjay's shoes after 
the latter's death in 1980, Rajiv de- 
layed long enough to get his licence to 
fly large jets, just in case politics did 
not work out for him. Over the past two 
years he has failed to establish a clear- 
cut political personality. His occa- 
sional efforts to savage the opposition 
and the recent hard line on Pakistan 
are seen as basically an extension of his 
mother’s will to toughen up his rather 
bland image. “Rajiv just doesn't seem 
to have the ambition or the streak of 
the hoodlum necessary to inspire fear," 
an opposition politician commented. 

After the trauma of his mother's 
murder, the prospect of ruling India 
may well draw Rajiv towards Nehru's 
view that there is safety in institutions, 
if more out of a sense of self-proteetion 
than the wider vision of India Nehru 
held. In the long run Rajiv can be ex- 
pected to look for more reliable 
methods than his mother's to insulate 
himself from the violent forces which 
destroyed her. At the moment it can 
only be an instinct, since Mrs Gandhi's 
death drew Rajiv into a vacuum of 
power she left behind, with the admin- 
istration in a state of collapse. 

In his first 48 hours in power Rajiv 
made three critical decisions which 
left him more the prisoner of events 
than master of them. By the end of the 
week his chances for a fresh break with 
the past were substantially dim- 
inished. 

Within four hours of the official an- 
nouncement of Mrs Gandhi's death at 
2:55 p.m. on 31 October, Rajiv was 
sworn in by President Zail Singh as the 
country's new prime minister. This 
broke the precedent of appointing the 
senior most cabinet minister for an in- 
terim period to give time for the par- 
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liamentary party to meet and select a 
new leader. But that precedent dates 
from Nehru’s time when the party held 
real elections. And Rajiv faced no real 
challenge in the party, nor even in the 
country. The job was his for the taking, 
but the timing was crucial. 

As it turned out, he stepped in too 
soon, before he could make a differ- 
ence but in time too take full responsi- 
bility for the bloodshed triggered by 
Mrs Gandhi's death. His next decision 
was to set the date for Mrs Gandhi's 
funeral for the following Saturday to 
allow time enough for foreign leaders 
to arrive. On the Saturday afternoon, 
Rajiv officiated at his mother's crema- 
tion, which turned out to be a first- 
class international affair. 

But during the three days between 
Mrs Gandhi's death and her cremation 
Hindu mobs ruled the streets of the 
capital, and 80 other cities in the north, 
burning and massacring Sikhs and 
looting their shops and houses with the 


Victim of Hindu violence: targets. "Ts" 


apparent connivance of the police and 
ruling party. 


ttacks on Sikhs began in the area 
A the All-India Institute of 


Medical Sciences shortly after 

Mrs Gandhi was taken there following 
the shooting. By late afternoon, at- 
tacks on Sikhs seemed to be the work 
of better organised gangs of predomin- 
antly young, poor and low-caste Hin- 
dus from the slums and the public 
housing estates. They spread through- 
out the upper middle class neighbour- 
hoods looting wealthy Sikh homes and 
burning Sikh temples, killing at ran- 
dom any Sikh men, who are easily dis- 
tinguished by their beards and turbans. 
The police stood by and watched. 
Sikh police constables, who make up 
about 20% of the force, were confined 
to quarters, officially for their own 
protection. The Hindu patrols were left 
on the street and members fraternised 
with the mobs and singled out the 
homes of wealthy Sikhs to raid and 
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burn. Sikhs who survived the violence 
that evening reported that a gang from 
the other side of the city located their 
house with the aid of an electoral list. 

“There was no passion or hatred in- 
spiring the mobs,” Kushwant Singh 
said in describing the casual air of a 
gang of 30-odd from a “sweepers” col- 
ony near his home which looted and 
burned a Sikh temple in the neighbour- 
hood before clubbing to death four 
young Sikhs. “They were just using the 
excuse of Sikhs killing Mrs Gandhi to 
have a leisurely ‘burn out’ on the 
town.” Singh could identify their 
leader as the local Congress party 
worker from the nearby “sweepers” 
colony, which has been a Congress 
stronghold since Mahatma Gandhi 
chose this “untouchable” area to make 
his home when he first moved to New 
Delhi. 

On Thursday the targets became 
poor Sikh men as well as the property 
of rich Sikhs and killings were particu- 
larly vicious east of the Jumuna River 
in the resettlement areas which have 
been loyal to the Congress party since 
Sanjay bulldozed the slums during the 
emergency and resettled the poor in 
public housing estates. The trans- 
Jumuna area is a major recruitment 
area for the “party workers” who fill 
out the ranks of the pro-Sanjay Youth 
Congress and National Students 
Union of India. 

That afternoon, 14 Sikh men, ac- 
cording to the relative of one, were 
dragged into the streets, where their 
beards and hair were shaved off. They 
were stripped naked and forced to 
dance and yell “mona, mona” (unsha- 
ven Sikh) before a jeering crowd of 
more than 100 low-caste Hindus. After 
an hour of public humiliation and tor- 
ture with sharp rods, all 14 were 
drenched in kerosene and burnt alive. 
Such scenes were repeated several 
times until the death toll in the east 
Delhi resettlement areas for Thursday 
alone probably totalled more than 100. 
That night more than 200 burnt bodies 
were piled in the yard of the morgue in 
old Delhi. 

The decision to call in the army was 
not taken until Thursday afternoon, 
and even then only under restrictions 
which hampered its effectiveness. 
Senior bureaucrats advised Rajiv that 
the situation was already out of contro] 
and order could only be restored if the 
army was called out under the Dis- 
turbed Areas Act, which allows the 
military to deploy and fire at discre- 
tion. Congress party politicians, how- 
ever, argued that placing the capital 
under what is in effect martial law for 
the first time since independence 
would amount to admission of political 
failure at the outset of the new govern- 
ment. 

The Congress leaders argued that a 
show of force was adequate to frighten 
the mobs, and that the army should 
only be deployed under the Aid to Civil 
Authorities Act, which permits it to 
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promise was an announcement publi- 
cised in the Friday morning news- 
papers that the army was deployed on 
"shoot-on-sight orders." This was in- 
accurate but designed for its deterrent 
effect. The result was the worst of both 
worlds. The public assumed that the 
army was in control as several battal- 
ions drove into the city on Friday 
morning. But the riots continued and 
the curfew was ineffective. 


Gandhi's funeral. As a result, 

fresh milk appeared in the market 
for the first time again on Sunday. But 
the failure to take control earlier was a 
blow to the morale of the army and the 
credibility of the Rajiv government. 
There was suspicion that the Congress 
Youth and Students Organisation, 
which had been heavily involved in the 


Ts army only got tough after Mrs 





rioting, put pressure on the cabinet 
through H. K. L. Bhagat, the informa- 
tion minister and leader of the Con- 
gress party in New Delhi, to avoid a 
tough curfew. And the way the mobs 
ignored the army for the first couple 
of days suggested that word had 
got about that their guns were not 
loaded. 

By the end of the week the army set 
up safe areas for Sikh refugees but 
there were no blankets, water or 
medicines. Volunteer workers or- 
ganised by opposition parties came to 
escort terrorised Sikhs to safety. The 
call for Khalistan, a separate home- 
land for Sikhs, was raised in most of 
the camps and in some of them re- 
fugees refused to accept anything from 
the government except a safe passage 
back to Punjab. 

The political price Rajiv paid for his 
first week in power is still incalculable. 
A caretaker government could not 
have made the administration any less 
effective, but at least it would have al- 
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Rajiv appeared decisive when it came 
to the matter of his own power, which 
anyway was not urgent, but ineffectual 
in the midst of the crisis. He still has 
public sympathy. But “after what's 
happened over the past three days I 
doubt the sympathy wave will last 
long," Janata Party leader Chandra 
Shekar commented. Other politicians 
have also taken Rajiv's measure during 
his first week. “He missed an opportu- 
nity to show himself as a strong leader 
with his own mind," L. K. Advani of 
the Bharatiya Janata Party said. “In- 
stead he emerged as yet another one 
who falls back on his advisers.” 

It is far too early to assess Rajiv's 
first week in power in terms of his rela- 
tions with the Sikhs. The only promis- 
ing sign is that there have been no re- 
ports of Sikhs retaliating against Hin- 
dus in Punjab, where they are the 
majority. Khalistan’s cause has re- 
ceived an enormous emotional boost 
and it could gain still greater momen- 
tum if large-scale transfers of popula- 
tion begin, with Sikhs returning to 
Punjab to drive Hindus out of their 
shops and homes there. 

Further disaffection of the Sikhs 
would adversely effect the country 
way out of proportion to the small (2%) 
Sikh share of India’s overall popula- 
tion. Sikhs account for 20% of the sol- 
diers and 14% of the officers in the 
army, and though foreign military at- 
tachés detect no signs of disaffection 
among the Sikhs in the army, the 
events of early November could well 
have a long-term effect on security. 

Foreign leaders were impressed by 
Mrs Gandhi's funeral. “Far better or- 
ganised and brilliant than Sadat's," 
commented a European head of state. 
Many were also struck by Rajiv's dig- 
nified bearing. But Indians were far 
more ambivalent about the affair. The 
crowds were thin, there were no tur- 
bans to be seen and very few women; 
two elements that provide the colour 
and emotional charge to Indian public 
ceremonies were afraid to come out on 
the streets. 

This was not the national event that 
Lal Bahadur Shastri or Nehru crema- 
tions were. The focus was on the family 
and the foreign leaders. Opposition 
party leaders were shoved aside. 

The only emotional energy gener- 
ated by the crowd came from Congress 
youth workers chanting "Indira im- 
mortal," the slogan which struck ter- 
ror into the hearts of Sikhs over the 
previous three days. In some ways her 
departure was fitting since Mrs Gan- 
dhi's tough character and populist 
image appealed most to both foreign 
leaders and the poor and despised of 
her own country. For both groups she 
was Mother India. For Rajiv these were 
the awkward realities of politics. For 
while he embraced Yasser Arafat, the 
mobs burned his capital. п 
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Hindi power 
base erodes 


By Mohan Ram in New Delhi 

Indira Gandhi's assassi- 
nation sparked off riots 
not only in New Delhi 
but in scores of cities in 
the populous, Hindi- 
speaking northern 
plains. In the capital 
there was an almost 
total breakdown of civil 
authority and the army, 
called in to quell the mobs, found itself 
stretched thinly until reinforcements 
were flown in from distant southern 
states. 

Although no less shocked and indig- 
nant over the assassination, the south 
remained calm, and Mrs Gandhi's son, 
Rajiv, who was sworn in as the new 
prime minister hours after the assassi- 
nation, ironically faced his biggest 
law-and-order challenge from his 
Congress party's  Hindi-speaking 
power base. 

Ever since India's partition and in- 
dependence, the Hindi-speaking 
heartland has fancied itself the Prussia 
of the Subcontinent, trying to exercise 
its influence over the rest of India. It 
has been the power base of every prime 
minister in the past, and four of India's 
first five prime ministers were from 
Hindi-speaking Uttar Pradesh — the 
largest of India's 22 states, holding 85 
seats in the 542-seat parliament 

Uttar Pradesh and the other Hindi- 
speaking states of Bihar, Madhya 
Pradesh, Rajasthan and Haryana — to- 
gether with the federally administered 
capital region around New Delhi — 
have 220 seats in parliament. Hindi, 
India's sole official language, is spoken 
by 30% of the population but in a con- 
tiguous and densely inhabited area. 

However, the four states of the 
country's peninsular south, Andhra 
Pradesh, Tamil Nadu, Karnataka and 
Kerala, together with the federally ad- 
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ndi-speaking north was demanding 
a ban on cow slaughter — anathema to 
Hindu religious belief — while the 
more forward looking, relatively ad- 
nced southern states were demand- 
more federal funds for economic 
evelopment and for steel plants and 
мруагаз. 
‘he contours of what might be 
rmed the “southern personality” 
ave been emerging in recent years. 
his is both the result and the cause of 
he decline of the Congress. 
The Congress lost a national election 
y once, in 1977. A makeshift al- 
nce of non-communist opposition 
rties, calling itself the Janata Party, 
ced Mrs Gandhi when she tried to 
gitimise her 22-month Emergency 
— imposed toward off a political 
he lenge — through a snap poll. Ex- 
ері for a lone seat from Madhya 
adesh, Congress lost all its seats in 
the Hindi- -speaking heartland but its 
performance was impressive in the 
south, where it won 100 of the area's 
130 seats while the J anata Party won 
only one. | 
































































fter a split in the original Janata 
“А. Party, Congress regained power at 
the 1980 elections and recovered much 
of its ground in the Hindi-speaking 
rth, winning 145 of the 220 seats 


uthern states. Although voting at by- 
ctions since 1980 has reflected some 
)osening of Congress’ hold in the 
di belt, it got its biggest jolt in the 
h in early 1983 when it lost power 
1 two of its strongholds there — 
dhra Pradesh and Karnataka. 

n Andhra Pradesh, a communist 
onghold until the mid-1950s, the 
gress lost to the then 10-month-old 
legu Desam Party, founded by film 
lol N. T. Rama Rao. In Karnataka it 
st to the Janata Party, a truncated 
ersion of what it had been in 1977. 
1 electoral ally of Congress — which 
les itself the All-India Anna 
vida Munnetra Kazhagam though 
s in fact a one-state party — rules in 
amil Nadu, though the party from 
ich it emerged — the Dravida Mun- 
etra Kazhagam (DMK) has been re- 
gaining support. 

"Qut of office in three southern states, 
ongress has had to be content to share 
ower in Kerala, the fourth. Since 1967 
the state has alternated between an al- 
liance dominated either by the Com- 
-munist Party of India-Marxist (CPI-M) 
r the Congress, reflecting a sharply 
polarised, situation,- 









The south us no Rn I 
itical party, while the north has the | р 
indu nationalist Bharatiya Janata 
arty (BJP) In the late 1960s the | 


there while retaining its hold over the | 


Fighter rather than 
builder; imperious ra- 
ther than compassion- 
ate; a superb tactician 
/ | seeking immediate ob- 
b] jectives rather than 
| a statesman of vision 
and wisdom, Indira 
Gandhi, India's charis- 

aa | matic leader, demon- 
pated in n ample measure one quality 
above all others — the courage never to 
submit or yield. 

She knew no childhood. With her 
parents, and often the entire family, in 
and out of jail during the freedom 
struggle, her public life began at the 
age of three, as she once recalled, 
perched on a table delivering thun- 
dering speeches to the doting ser- 
vants. . |. 

Her education was frequently inter- 
rupted, but the time she spent at Shan- 


tiniketan University was to make a- 


lasting impression on her. Her love of 
music, dance.and the arts generally, 
her joy in the beauties of nature and 
her love of animals must have acquired 
deep roots in the sylvan setting of 


Rabindranath Tagore's unique institu- 


tion. 
Her long apprenticeship at the elbow 


of her father Jawaharlal Nehru may, in - 


a sense, have prepared her to take his 
place but it also marked her with a 
deep  distrust and suspicion of 
everyone around her. From her per- 
spective, she felt that her father was 
too trusting to be effective. For long 
periods of her prime ministership she 
was undisputed leader, but the more 
power and authority she gathered into 
her own hands the less effective she be- 
came. Her colleagues felt bound to her 
more by fear than by affection or re- 


One factor common to the ruling 
parties and those with the potential to 
rule in the south is their strong asser- 
tion of state autonomy vis-à-vis the 
federal centre. The Telugu Desam 


party, the Janata Party unit in Kar- 


nataka, the DMK and the CPI-M are 
united in demanding a halt to the ero- 
sion of state autonomy through what 
they see as a surreptitious process of 
concentrating power in New Delhi — 
made possible by the Hindi-speaking 
heartland's traditional domination of 
politics at the federal level. The Hindi- 
speaking north looks askance at this 
demand and sees it as a threat to na- 
tional unity. 

Political shifts in the south have 


рен — not ihe best prescription for 
purposeful government. 

I recall the predicament of her. oné- 
time minister for Uu nuo, wee had 





Quite Чы Hately and wines Warn- 
ing she told th ss in Madras that 
she did not know why there was all this 
talk about colour TV —— India was а 
poor country and could ill afford it. 

The fact that it was introduced was ir- 

relevant. 

Equally irrelevarit was sthe РМЕТ 
that her comment was not intended to 
be a deliberate statement of govern- 
ment policy. The point was that the 
minister read this to be an indication of 

tog sati faction and he 



















IShroi is mana ing director of 
the Statesman ewspaper published in 

E New Delhi and is a well. 
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würted about what he вола possibly 
have done to incur her wrath. Shortly 
thereafter, he was shifted to a less pub- 
lic portfolio. 

What was said of her father was 
much more true of her — under the 
shade. of that banyan tree nothing 
grew. For the common people i in whose 
name she broke her party, nationalised 
banks, superseded judges and imposed 
the Emergency, she had a barely con- 
cealed contempt. Her charisma was 
undisputed. Her political acumen was 
unrivalled, her sense of timing near 
perfect. Yet she did not quite know 
how to react in the face of an aroused 
public кн over the dismissal ofthe 





had an арас оп rational politics. 
Congress, which once ruled all India's 
states, can no longer hope to regain its 
former dominance and may in fact lose 
a few more states. Alternative parties 
atthestate level might be regional par- 
ties or another all-India party, sensi- 
tive to the concerns of both the state 
and its regions. 

It is conceivable that Rajiv Gandhi’ 8 
Congress will win power at the centre 
while losing a good number of states. 
In that case, Congress could become à 
party representing only the Hindi- 
speaking north. Having lost the south 
and being unlikely to win many ts 
in tthe casters fa stern stat : 









chief minister of the state of 
Andhra Pradesh, N. T. Rama 
Rao. Until two days before she 
had to give in and restore him 
to office, she was publicly and 
strenuously defending the in- 
defensible. 

Her great strength lay in her 
quite genuine identification of 
herself with her country to an 
extent which has few parallels. 
It sustained her in adversity 
and in sorrow. Her dramatic 
defeat in the elections of 1977 
after the Emergency would 
have shattered any other 
politician — but not Mrs Gan- 
dhi. She recovered quickly, 
went to work patiently to | 
widen the cracks in the suc- | 
cessor government and staged 
a triumphant comeback in 
1980. 

Her tragedy was that she did 
not know how to deploy her 
great assets to full purpose. She had a 
modern mind, unlike so many of her 
fellow politicians in all parties, not just 
her own. She was personally above all 
considerations of caste, creed or reli- 
gion. She had the capacity, given to 
very few, to project an image of her- 
self with which everyone in this vast 
country could identify. Her rapport 
with the masses, however one may ex- 
plain it, was remarkable. And she 
drew sustenance from the crowds who 
followed her everywhere in a way 
which reminded one of her fa- 
ther. 

She wanted India to be a strong and 
united nation, prosperous at home and 
influential abroad. When she spoke for 
India, the world listened. She had the 
authority and the stature to command 
to public service any talent that she 
chose but she remained deeply dis- 
trustful of everyone and did not make 
the effort. The contrast with Mahatma 
Gandhi, no relation either by blood or 
marriage, could not have been more 
marked. It was said of the Mahatma 





the Hindi-speaking areas to retain its 
parliamentary majority. Well before 
Mrs Gandhi's assassination, Congress 
had settled on a strategy of consolidat- 
ing its base in the Hindi belt through 
an appeal to Hindu fundamentalism to 
undercut the Hindu nationalist BJP. 
The non-communist opposition at 
the national level is competing for the 
very same base which Congress wants 
to consolidate for itself. The two all- 
India clusters which have emerged as à 
result of efforts to unify the opposition 
are in fact regional groupings of the 
Hindi-speaking belt. One is the United 
Front, dominated by the Janata Party 
which had nine constituents in all, 
until two of them left recently to merge 
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Indira (left), Nehru and young cousin Lekha Pandit: 
apprenticeship at her father's elbow. 





€ Her charisma was 
undisputed. Her politcal 
acumen was unrivalled... Her 
tragedy was that she did not 
know how to deploy her great 
assets to full purpose. 





that he made men out of cláy. Mrs 
Gandhi had use only for sycophants 
and those who could reach her through 
her family. Yet she was too good a 
politician not to feel, at least occa- 
sionally, the need for disinterested ad- 
vice. 

Two years ago, addressing a press 
conference in Calcutta after a hectic 
schedule of election meetings, she 
spotted a veteran reporter from The 
Statesman and asked an aide to re- 
quest him to stay back. She sought his 
opinion on her party's chances in the 
state of West Bengal. When told that 
they were poor, she asked. what she 
should do to improve them. He excused 


with the Lok Dal to form the Delit 
Kisan Mazdoor Party (DKMP). The 





| 





United Front's and the DKMP's influ- | 


ence is confined to the Hindi-speaking | 


belt. 

The electoral decline of Congress is 
changing the political balance in 
favour of the regional parties. With 
Congress fast being reduced to a party 
only of the Hindi-speaking area, large- 
ly because no single party can articu- 
late the aspirations and interests of all 
the regions, India is entering an era of 
federal polity where regional parties as 
well as ideology-based parties have 
their relevance. 

When Congress was dominant, re- 
gional parties were not averse to a li- 


himself, saying he was only à 
reporter and quite unqualified 
to give advice on such matters. 
She smiled, accepted the point 
and said: "Your boss must be 
very proud of you. Tell him so 
from me." 

Mrs Gandhi had a deep-seat- 
ed conviction that everything 
she did was for the country's 
cause. "Obedience is man's de- 
stiny," she seemed to agree 
with the great Napoleon 
Bonaparte. “He deserves no- 
thing better and has no rights. " 
It is only in this light that she 
could have justified to herself 
the damage that was inflicted 
upon the basic institutions so 
necessary for any democracy 
— an independent judiciary, a 
neutral bureaucracy, respect 
for basic human rights and 
values including, above all, 
respect for the right of dis- 
sent. 


It is to her credit that she did not go 


as far in the wrong direction as sorne of 
her contemporaries in other countries. 
It is small satisfaction, however, that 
India was not as badly off in this re- 
spect as some other nations. The ques- 
tion that history is bound to ask is why 
India was not better off than most, 
given the talents, the resources and the 
rich diversity of the mosaic that is 
India. 

The manner of her passing raises dis- 
quiet over the country's future as a 
freely functioning democracy. Not that 
mindless violence is an Indian mono- 
poly, but that democratic institutions 
are not as strong as they were, say, 20 
years ago. As the country comes to 
grips with the post-Indira era it must 
make quite extraordinary efforts to 
heal the wounds that today disfigure 
Indian society, sink differences of 
caste, community and religion, and 
renew its confidence in its centuries- 
old tradition of tolerance, goodwill 
and compassion. ü 
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mited role, holding power in their re- 
spective regions and content to be in 
the opposition at the centre. Now they 
will not countenance a party of the 
Hindi-speaking region — be it the 
Congress or a variant — monopolising 
power in New Delhi. The regional par- 
ties would like to have a say at the fed- 
eral level through direct power-shar- 
ing or through an informal under- 
standing in running the country's af- 
fairs. Rajiv Gandhi will have to reckon 
with the reality of having to seek a fed- 
eral accommodation and a restructur- 
ing of centre-state relations after the 
next elections, due in January, if his 
leadership of the country is to have 
legitimacy. п 
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The assassination of In- 
dira Gandhi resolved, at 
least for the time being, 
what might have been a 
long-drawn-out battle 
for the succession. 
Those who had cam- 
paigned long and hard 
against the consolida- 
tion of a dynasty have 
been presented with a fait accompli: 
Rajiv Gandhi, son of Mrs Gandhi and 
grandson of Jawaharlal Nehru, is 
prime minister of India. 

It is left for opponents of the dynasty 
only to hope that he proves inadequate 
for the job and to voice — not too 
loudly — moral indignation over the 
violation of political conventions 
which produced his abrupt and unex- 
pected ascent to power. 

Even those who have reservations 
admit that the Rajiv coup, on the very 
day of his mother's death, at least 
forestalled all political intrigue and 
manoeuvring inside and outside the 
ruling Congress party. 

Opposition Janata Party president 


J. Chandra Shekhar told the REview 
the day after the 31 October drama 
that the unseemly haste with which 
Gandhi was sworn in betrayed not 
merely lack of confidence and ner- 
vousness in the ruling party, but also a 
lack of mutual trust among its top 
leaders. In his assessment, Chandra 
Shekhar seemed to forget that absolute 
power — a legacy the new prime minis- 
ter has inherited from his mother — 
cannot risk even a remote possibility of 
any challenge. But going by Indian 
traditions, Chandra Shekhar's objec- 
tion on grounds of propriety are not 
without substance. 

On the death of Nehru, India's first 
prime minister, home minister Gulzar- 
ilal Nanda, who was the senior 
member of the cabinet, was sworn in as 
protem prime minister pending elec- 
tion by the ruling party's parliamen- 
tary wing of Lal Bahadur Shastri as 
leader. On Shastri's sudden death it 
was again Nanda who, still the senior 
minister, stepped in as caretaker, until 
the parliamentary party elected Mrs 
Gandhi. 





A thaw with Washington 
had already set in... 


By Nayan Chanda in Washington 


x It is a great irony that 

the assassination of In- 
dira Gandhi came at a 
time when Indo-US re- 
lations were on the slow 
mend — an improve- 
ment resulting from 
Washington's quiet co- 
operation with New 
Delhi in its fight against 
Sikh separatism and terrorism. Thus, 
it was not surprising that within hours 
after the news of Mrs Gandhi's death, 
United States President Ronald 
Reagan called on the dazed staff at the 
Indian Embassy to convey his personal 
condolences. The embassy hastily ar- 
ranged a condolence book, which 
Reagan was the first to sign. 

In a statement expressing “shock, 
revulsion and grief” over the assassi- 
nation, Reagan revealed that he had 
recently corresponded with the slain 
premier over “the scourge of ter- 
rorism.” In their exchanges they had 
“agreed on the necessity for freedom- 
loving states to strengthen our coope- 
ration to stamp out this menace to hu- 
manity.” It is understood that the ex- 
change of correspondence had been oc- 





casioned by quiet cooperation ex- 
tended by the US in the past few 
months to India’s effort to curb Sikh 
extremists. 

The first such move was taken by 
the US in early June, just two days be- 
fore the Indian Army’s assault on the 
Golden Temple in Amritsar, when it 
refused to grant a visa to a London- 
based Sikh extremist leader. In 1982 
апа 1983, J. S. Chauhan, the leader of 
the London-based National Council of 
Khalistan, visited the US to mobilise 
support for his cause among US-based 
Sikhs. 

Those visits, permitted by Wash- 
ington over strong Indian objection, 
had created bitterness in New Delhi 
and led to veiled charges that the 
US was backing the Sikh separatists. 
As a result of a policy review underta- 
ken in May, Washington reversed its 
earlier stand and denied a visa to 
Chauhan. The decision was based on a 
fresh US reading of the Sikh extremist 
movement and its impact on Indian in- 
tegrity as a nation as well as growing 
US concern about terrorism, which 
had affected its own position in the 
Middle East. The decision was quickly 


conveyed to New Delhi, which ex- 
pressed its appreciation. 

In early September, Washington 
faced another test when an Indian air- 
craft was hijacked by Sikh extremists 
and flown to Dubai. The hijackers had 
released all the passengers on the 
promise that they would be allowed to 
proceed to the US. However, American 
diplomats joined India in persuading 
the United Arab Emirates to return the, 
hijackers to India. A US military 
transport aircraft flew the hijackers 
back to India on 2 September. 

On the following day Mrs Gandhi 
wrote a warm letter of thanks to 
Reagan. In à public statement the In- 
dian Government recorded its 
gratitude for the understanding and 
friendship shown by the US. It also 
"noted with appreciation the US Gov- 
ernment's opposition to activities di- 
rected against the unity and integrity 
of India." Reagan replied to Mrs Gan- 
dhi with equal warmth and the letter, 
knowledgeable sources said, “marked 
a good new beginning in Indo-US rela- 
tions." 

Despite US displeasure over the In- 
dian stand on Afghanistan and con- 
cern over New Delhi's close military 
ties with Moscow, there has been a 
quiet improvement in relations. In 
1983 the US replaced the Soviet Union 
as India's biggest trading partner, with 
total two-way trade standing at US$4 
billion. Earlier this year US warships 
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Rao and the senior-most heres ofthe 
government Finance Minister Pranab 
Mukherjee. With not much love lost 
between them, and both lacking any 
power base of their own, neither could 
have agreed on which of them should 
step in for the interim period. Both 
suggested to President Zail Singh that 
he dispense with the precedents and 
invite Rajiv Gandhi to take over, 
though he was not a member of the 
cabinet. 

Critics point out that describing the 
two ministers' suggestion as the rec- 
ommendation of the Congress par- 
liamentary board is both invalid and 
highly misleading. Under the Indian 
Constitution, the president should 
take note of only the various groups in 
parliament, and not their various or- 
ganisational arms. Besides, раг- 
liamentary boards of various parties 
normally concern themselves not with 
the election of leaders but selection of 
candidates for election to the legisla- 
tures. Additionally, when the par- 
liamentary board of Congress is said to 
have met at the president’s house, of its 
four surviving members, only two — 
Rao and Mukherjee — were present in 
New Delhi. The remaining two arrived 
in town after the meeting. 

But, whatever the propriety of the 
young Gandhi's appointment, its poli- 
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Reagan leaves the Indian Embassy: 
à great irony. 


called at Cochin and Bombay ports — 
the first such visits in 13 years. 

This was followed by a visit to 
Washington by Gen. A .S. Vaidya, the 
chief of staff of the Indian armed 
forces. The US has expresed willing- 
ness to sell certain items of military 
hardware to India but nothing has 
come of this so far, administration 
sources say, because of Indian de- 
mands for a guaranteed supply of 
spare parts. US law prohibits any such 
open-ended commitment. 

Another obstacle seems to have been 
Indian insistence on co-production 
rights for the hardware it wants to pur- 
chase. “The stuff India wants for co- 
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Оп Nc еше, 497 of the 504 mem- 
bers of the Congress parliamentary 
party met and unanimously elected 
Rajiv Gandhi as their leader, thus en- 
dorsing the president's action. 

The new prime minister's immediate 
task now is not so much to answer the 
critics of his appointment, as to con- 
solidate his inherited power, expand 
his power base, which at the moment 
looks extremely narrow, and guard 
against the possible rise of regional 
bosses within the party. He must pre- 
vent the collapse of the Congress 
facade of being the sole truly all-India 
party, and above all win the pending 
election to rule in his own right. 

His inexperience and lacklustre 
image, which lead his critics to de- 
scribe him as a babe in the political 
woods, will force him to prove himself 
a worthy inheritor of the office. 

Apart from the vast state apparatus, 
the system through which he has to 
achieve his objectives can be under- 
stood only in the context of the curious 
Indian intertwining of а fading 
Westminster model with an increas- 
ingly assertive indigenous pattern of 
absolute personal power practised by 
his mother. The phrase “kitchen 
cabinet” was first used in India in 
Nehru's time, when Mrs Gandhi, dur- 
ing the first 14 years of the country's 
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production,” one official said, “we 
don't even give to our allies." There 
seems to be a reluctant acceptance that 
the Soviet Union, which accedes to 
such demands, will continue to have a 
privileged military relationship with 
India. 

Although some US analysts seem to 
hope that Prime Minister Rajiv Gandhi 
— with his exposure to the West — will 
be more favourably disposed towards 
the US than his mother, the general at- 
titude is one of cautious "wait-and- 
see." 

India's chequered relations with 
Pakistan, its suspicion towards China 
and its friendship with the Soviet 
Union are seen as the products of his- 
tory and the geopolitical situation — as 
is Pakistan's pivotal role in 
Washington's West Asia policy — and 
is unlikely to change with a new prime 
minister. 

But the new pragmatism about the 
limits of strategic cooperation increas- 
ingly is coupled with a pragmatic view 
about India's leading role in South 
Asia. In a statement issued while he 
was in New Delhi for Mrs Gandhi's 
funeral, US Secretary of State George 
Shultz announced the US "strongly 
supports the independence, unity and 
territorial integrity of India and recog- 
nises its pivotal role in the region." 
There is also increasing awareness of 
the possibility of economic and techni- 
cal cooperation. 
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and was putt. ot hisi n 
nermost "rele of advisers. She exer- 
cised some influence over the formula- 
tion of his policies, but she differed 
sharply with his ideas on ethical stand- 
ards beyond constitutionalism. For 
her, logical rather than ethical justifi- 
cation was the primary determinant of 
any policy 

Being a highly intelligent and 
dynamic person and critical of the 
Congress party's inertia, thesquabbles 
between its leaders and the respect and 
patience with which her father treated 
partymen, it was not out of character 
for Mrs Gandhi that, 
prime minister, she gradually dis- 
tanced herself from the Congress old 
guard. She began relying more and 
more on the favourable image she as- 
siduously cultivated in the mass mind, 
especially after the successful 1971 
Bangladesh campaign. Inevitably, her 
rise to absolute power had to be at the 
cost of the party system. Nothing short 
of personal loyalty could raise anyone 
in her favour. 


‘ath ae 


he logical outcome was that, 

though constitutional forms were 
never ignored, conventions and ethical 
values went overboard. The real 
cabinet was less important than her 
kitchen cabinet comprising her own 
family, political favourites and loyal 
bureaucrats. Understandably, the 
party machine atrophied and ambiti- 
ous politicians came to rely increas- 
ingly on the loyal image they projected 
in quarters close to the prime minister. 

The dissensions within each state, 
inevitable in a party of the Congress’ 
gigantic size, were manipulated to 
erode the power base of every aspirant 
to high office. 

Understanding the tremendous po- 
tential of association with absolute 
power, Mrs Gandhi's younger son, 
Sanjay, constituted an extra-constitu- 
tional centre of power right in the 
prime minister's house. Surrounded by 
cronies whose political morality was 
little better than that of gangsters, he 
created a secretariat of his own that 
functioned parallel to the prime minis- 
ter's secretariat and often proved more 
assertive than the prime minister's 
own advisers, who in turn were far 
more powerful and effective than the 
ministers. 

Ministers, chief ministers of states, 
sundry politicians and other favour- 
seekers pandered to the whims and 
fancies of the two secretariats. The sec- 
retariats of various ministers and their 


| attached departments merely carried 





out the orders flowing from the two 
secretariats. Understandably, there 
were clashes between political mana- 
gers in the two secretariats and these 
were resolved by the intervention of 
either Sanjay or Mrs Gandhi. 
Following Sanjay's accidental death 
in 1980 and Rajiv's drafting as the heir- 
apparent, Rajiv took over the system 
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peret 
CL Dom, at Dehra Dun in the 
` Himalayan foothills. These comprised 


$ his cousin Arun Nehru, young par- 


OB amt. 


liamentarian and schoolmate Sanjay 
Singh, another schoolmate M. L. 


 Fotedar, young parliamentarian and 


industrialist Kamal Nath and yet 
another schoolmate, Arun Singh. This 
group of young managers is sneeringly 
referred to by the old politicians as 
“the computer group” because of their 
preference for modernism, lack of pa- 
tience with old values, tendency to 
apply Harvard Business School 


· methodology to Indian political issues 


and the unfortunate computer forecast 


_ they made of a Congress landslide vic- 


tory in the Andhra Pradesh state elec- 
tions which saw N. T. Rama Rao's 
Telugu Desam party end Congress' un- 
interrupted rule since independence. 

The current constitutional power 
structure has Zail Singh and Vice-Pre- 
sident R. Venkataraman at the apex in 
a parliamentary system where all state 
pe is exercised by the cabinet 

ded by the prime minister. In the 
first five days of his rule, Rajiv Gan- 
dhi's cabinet comprised Mukherjee, 
Rao, Parliamentary Affairs Minister 
Buta Singh and Energy Minister Shiv 
Shankar. 

Critics argue that the six men in the 
power structure were trusted because 
thev each lacked an independent 
power-base and were therefore no 
threat. Zail Singh and Buta Singh are 
Sikhs from Punjab where Congress 
electoral prospects remain grim. Ven- 
kataraman is a Brahmin from Tamil 
Nadu which is dominated by parties 


4 whose basic article of faith is anti- 





Brahminism. Rao and Shankar are 
both from Andhra Pradesh where 
Rama Rao is now in total control. 
Mukherjee is from West Bengal which 
is ruled by the Communist Party of 
India—Marxist and could not even win 


. a place in the indirectly elected upper 
y house of parliament from his home 
_ state, and had to be given a seat in 

} Gujarat. The nine ministers, 24 minis- 


ters of state and 11 deputy ministers 
sworn in at the cabinet expansion on 
the evening of Sunday 4 October, are 
also from Mrs Gandhi's outgoing 
cabinet and even lighter weights than 
the four sworn in with Rajiv Gandhi. 
The important question now is whe- 
ther Rajiv Gandhi will opt for preser- 
vation of the dichotomy between the de 
facto and de jure centres of power. 
Those who have high hopes for him 
argue that, given his modernistic out- 
look, it should be easy for him to 
understand that letting existing in- 
stitutions function would be in his own 
best interest. The critics argue that he 
neither has the ministers, the party- 
men nor even the training to becomean 
institution builder. The Indira legacy 
built upon the ruins of institutions may 
be too strong for him to discard. п 
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Pakistan joined the rest 
of the world in con- 
demning the assassina- 
tion of Indian Prime 
Minister Indira Gandhi, 
but few Pakistanis 
showed any sentiment 
over her death. The gen- 
eral reaction was one of 
concern rather than sor- 
row, as officials in Islamabad as well as 
ordinary people all over the country 
started evaluating the implications of 
Mrs Gandhi's death for their country 
and the region. 

Officials wanted to do everything 
with impeccable correctness, from the 
wording of condolence messages to the 
selection of a Pakistani delegation — 
headed by President Zia-ul Haq — for 
the funeral. The fact that Mrs Gandhi 
was considered an implacable enemy 
of Pakistan was not mention- 
ed anywhere and Indo-phobes 
maintained silence, as if under 
orders. 

The official Associated Press 
of Pakistan withdrew a dispatch 
from its New Delhi correspon- 
dent reporting the late prime 
minister's speech in Orissa at- 
tacking Pakistan the day before 
she was killed, moments after it 
was sent on the wires: this was an 
occasion to highlight her contri- 
bution to peace and good neigh- 
bourliness, not her adversary po- 
sition. 

Zia was the first head of state 
to issue a statement condemning 
the attack on Mrs Gandhi even 
before it was known that she was 
dead, and a condolence message issued 
after her death was officially announc- 
ed over All-India Radio. 

Zia's message called Mrs Gandhi “an 
eminent statesman of world stature” 
and “an illustrious leader who served 
her country with devotion and dedica- 
tion.” Opposition leader Asghar Khan 
expressed similar views, adding, “vio- 
lence in politics needs to be condemned 
wherever it occurs.” The government 
declared a three-day mourning period 
as politicians and the press recounted 
Mrs Gandhi’s many achievements and 
distinctions. 

But apart from the formal tributes, 
official and public-opinion leaders are 
more concerned about India’s post-In- 
dira policies than in the era which has 
just ended. “A new leader in India pro- 
vides Pakistan an opportunity for a 
new beginning in bilateral relations,” 
said a Western diplomat in Islamabad. 

Zia summoned an emergency session 
of his cabinet, attended also by several 
senior civil servants and top military 





but Pakistan i is hopeful 


By m Haqqani in Islamabad 


b. 


commanders, hours after Mrs Gandhi's 
assassination to review the situation. 
Generally, it was felt that at least for 
the immediate future, Indo-Pakistan 
tension would ease though an element 
of uncertainty has obviously entered 
the relationship. 

"We knew Mrs Gandhi and could 
anticipate her moves," said a senior of- 
ficial. "She was a mature politician 
and had a pattern and style. Rajiv Gan- 
dhi, the new prime minister, is an un- 
known quantity for us and is not as 
politically mature as his mother." 

One fear is that Rajiv's inexperience 
could lead him to start an adventure on 
the borders more easily than Mrs Gan- 
dhi would have. Some observers note 
that his rhetoric has been noticeably 
more anti-Pakistan than hers recently, 
and he also has greater temptation to 
make his mark by acting tough in 





foreign relations, particularly if the 
domestic situation remains difficult. 
Others say, however, that Rajiv's 
selection, in fact, could prove better for 
Indo-Pakistani relations. Pakistanis 
believe that Mrs Gandhi, like her 
father, Jawaharlal Nehru, considered 
the creation of Pakistan a personal loss 
on the part of the independence move- 
ment and carried a chip on her shoulder 
about Pakistan. One Pakistani scholar 
remarked: "Pakistan reminded Indira 
of the bitter struggle between [Muham- 
med Ali] Jinnah and her father. But 
Rajiv is from the post-independence 
generation. He might share his mother's 
views but he cannot have the same feel- 
ings, the same bitterness.” 
India-watchers in Islamabad also 
say that Rajiv's succession is not neces- 
sarily permanent. He could prove to be 
a transitory figure before some other 
Congress leader takes charge, or could 
even lose the next general election to a 
potential coalition of opposition par- 
ties. ü 
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The Legend of lim Severin. 
/ 


re-create and authenticate the 
voyages of Sindbad the Sailor. 
Severin believes Sindbad to be a 
fictional composite of historical 


/ | Arab sea captains who ventured, 





"Brendans shallow draught gave us a constant fear of capsize.” 


Tim Severin describes him- 
self as primarily a writer. But one 
who uses every resource avail- 
able to research his books. 

Books which literally bring 
legends to life. 

The best-selling “Brendan 
Voyage" tells of a hair-raising 
expedition in which Severin 
proves that St. Brendan, a 6th- 
century Irish Abbot, could have 


crossed from the Kerry Coast to 


the New World in a boat 
made locally from ox- 
hide. A voyage which 
would rewrite all the 
history books and pre- B 
date Columbus by almost 
1,000 years. 

In order to construct 
his boat, Severin studied 
and reproduced medieval 
materials and technol- 
ogy. But precious room 
was found for modern- 
day timing and naviga- 
tional aids, amongst 
which was his Rolex watch —a 
rather more substantial piece of 
equipment. 

On board the “Brendan,” the 
race was on against gales, storms, 


The Sohar. Travelling back tn time. 


fog and pack ice. With scarcely 
a foot of draught, the danger of 
capsize was ever present. 

It never happened. Though 
Severin, his crew and equipment 
spent a lot of time wet, especially 
his Rolex. But sealed in its Oyster 
case, with a winding crown 
actually screwed down onto it, 
the hand-crafted movement was 
more than a match for the North 
Atlantic. 









The same is true of ЙЕ 
the Indian Ocean andthe § 
South China Sea, which f 
Severin navigated in an § 
Arab sailing vessel to 


with enormous daring, to the 
very edge of the world as they 
knew it. 

This is, to the 8th and 9th 
centuries, what deep space ex- 
ploration is to the 20th century. 

Tim Severin is 
one of the most 
thorough and de- 
termined writers 
in print today. 

He actually 
lives the part of 
the legendary 
figures he writes га ously stitching 
about. Doing ^«^ 
everything the way ties venil 
have done it. With the excep- 
tion perhaps of telling the time 
by the stars. His Rolex GMT 
Master — accurate, well made 





| and utterly reliable— is a watch 


that Sindbad him- 


5 Î self would have “ 


approved of. 
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If you fly with any national airline, the air hostesses different countries, flying to over forty international 


will come mainly from the host country. destinations. 
A feature which could create language or cultural So our Seoul flights will have a Korean hostess to 
problems for travellers from outside that country. serve you, or if it is Bombay, then an Indian hostess. 


Saudia, however. have hostesses from nearly fifty That way, we can offer you a more personalised 
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service and a flavour of the country you are flying to. 


And be it Rita, Anita or Aziza, our hostesses are all 
trained to offer the very best in-flight service. 


Saudia. You don’t have to speak our language. SAUDI ARABIAN Am 
We speak yours. Welcome to our world. AQ pA 























The majestic Mandarin Singapore, with its diverse range of dining, 
entertainment and recreational outlets, is located in the heart of the 
main shopping and tourist district along fashionable Orchard 
Road, next to a cinema and bowling alley. Just 30 minutes’ 

drive by taxi from the airport and 10 minutes’ drive from the 
banking and commercial district and harbour. 


General Facilities 

e 1200 Rooms * 5 Restaurants * Nightclub e Disco Club 

e 5 Cocktail Lounges • 24-hour Coffeeshop * Shopping Arcade 

e Airline Offices e Bank € Travel Agent and Car Rental Counters 
e Medical Clinic e Hairdressing Salon • 24-hour Room Service 

e Laundry and Valet Service 


Mandarin Recreation & Health Centre 

* Gymnasium * Massage * Steam & Sauna Baths ¢ Hydro-pool 
e Tennis • Squash e Swimming Pool • Golf and Aquatic Sports 
can be arranged 


Conference & Banquet Facilities 

e Pillarless Ballroom (for 1200 persons) è Meeting/Exhibition/ 
Banquet Rooms (of various sizes) ® Full range of up-to-date Audio- 
visual Equipment e Executive & Secretarial Services 

* Foreign Interpreters and Guide Service 


For reservations, please call your travel agent or: 

* LEADING HOTELS OF THE WORLD 
Hongkong (5) 221-142, Jakarta (21) 321-307, Osaka (06) 453-6501 
Tokyo (03) 585-7510, Manila (2) 857-811, Bangkok (2) 234-9920 
Singapore (65) 737-9955 

* UTELL INTERNATIONAL 
Hongkong (5) 295-591, Tokyo (03) 407-0564, Manila (85) 46-55, 
Singapore 338-3488. 
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In the tradition of emperors. 


333 Orchard Road, Singapore 0923. Telephone: 7374411. Cable: Manrinotel 
Telex: RS 21528 Manotel. Postal Address: Killiney P.O. Box 135, Singapore 9123 
A member of Mandarin Singapore International 


MSI Regional Sales Offices: New York (212) 838-7874 * Los Angeles (213) 627-0185 
e London (01) 583-5212 e Sydney (02) 276-677 e Tokyo (03) 584-4250 
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WWF Kojo Tanaka BCI 


The 
Giant Panda 
needs your help 
tO survive 


ORS every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on carth. 

But WWF needs money — your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 





At FW Management Opera- 
tions, we specialize in making new 
and existing industrial plants more 
profitable. At any stage, from plan- 
ning through operation, we provide 
management experts to help you. 

We can work with you during 
design, engineering, and construc- 
tion to assure that your plant meets 
performance specifications. We can 
commission your plant and set up a 
maintenance program for you. 

We can assign plant personnel, 
or assist you in recruiting your own 
personnel, locally or worldwide. 
We can train your team in manage- 
ment, operations, and marketing. 
And our people will stay with you 
as long as you need them. 

Right now, at an oil refinery in 
Saudi Arabia and a salt plant in 


Uganda, our people are involved in 
both plant operations and training. 

Ata fertilizer and chemical 
plant in Bangladesh, we are train- 
ing all craftsmen, operators, and 
supervisors required to construct, 
maintain, and operate the complex. 

At a power plant in Ecuador, a 
refinery in South Korea, and a fer- 
tilizer plant in Egypt, we are help- 
ing to move new plants through the 
critical start-up phase. 


Whatever you produce—paper, 


food, metals, or anything else—we 
can help you. Wherever we go 
around the world, we have the ca- 
pabilities of Foster Wheeler behind 
us and an 80-year heritage of suc- 
cessfully engineering, constructing 
and operating industrial plants. 

So let us become part of your 


team. We can run your enti! 
operation for you. Or we 

train your people and then | 
ourselves out. Our principa 
are in Houston, Texas; Readin 
England; and Milan, Italy 

us and get a running start to 


FW Management Operations, Ltd 
Aldwych House, 2 Blagrave Stree 
Reading, Berkshire, 

RG1 1 AZ, England 

Phone: (0734) 583585 Telex 
Hong Kong—Ocean Centre 
Tel: 3-721-171 I*TIx: 3751 
Singapore—Shaw Centre 
Tel: 733-5216 Tix: RS3929 
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Well run your plant for you. 
Or we'll get you off to a running start. 
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Light is money. Cost-efficient lamps 
convert paid-for energy into maximum 
luminosity. Philips are world leaders in 
cost-efficient lighting. In fact, the Philips 
SOX low pressure sodium lamp is ak- 
knowledged to be the world’s most cost- 
efficient light source, producing no less 
than 200 lumen per watt. The Philips 
plug-in SL* lamp produces a comparable 
light output to a 100 watts conventional 
incandescent lamp — but uses only 25 
watts. That’s a saving of 75%. And this 
lamp has an operating life of 5000 hours 
or 5 times that of an incandescent lamp. 

Other cost-efficient lamps are the 
Philips compact PL* and the all-purpose 
‘TLD 26 mm diameter fluorescent lamp. 
50 Philips have proved, better than anyo- 
ne else, that light can be cost-efficient. 

Dut can light be aesthetic as well as 
efficient? 'Verre Lumiére' - member of the 
Philips’ Group of Companies - can create 
luminaires, or light fittings, to grace any 
art gallery – and tailor-make them to your 
taste. Middle East Airlines and the Hotel 


Light can be beautiful 


Cosmos, Moscow, are among those orga- 
nisations which have installed Philips sty- 
lish ‘Verre Lumière’ 
tailor-made lighting 
incorporating Philips 
compact cost-effi- 
cient lamps. So light 
can be beautiful ... 
and save money, too. 






























For more information about Philips light- 
ing, write to us on your business note paper, indi- 
cating areas of interest. 

Philips International B.V 
Marketing Services Lighting Division (EC2), 


5600 MI ) Findhos еп, The Netherlands. 
Sure sign of expertise in lighting 
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Student protest in May; Chun: a latent threat reaches a new level. 





SOUTH KOREA 


The student threat 


Campus unrest is on the increase, widening its base against 
Chun by trying to gain support of workers and politicians 


By Shim Jae Hoon in Seoul 

he latest wave of South Korean 

student activism — always a latent 
threat — reached a new, critical level 
on 24 October when 6,400 riot police 
began occupving the elite Seoul Na- 
tional University (SNU) in response to 
the request of its chancellor, Lee Hyun 
Je. 

The unusual voluntary request for 
police intervention to help restore 
order, followed weeks of agitation bv 
students boycotting classes and mid- 
term exams as part of their escalating 
campaign against the government of 
President Chun Doo Hwan. 

Police occupation of the university 
ended 40 hours later, but the incident 
has focused new attention on growing 
campus unrest. Instead of lowering the 
level of dissent, the police action has 
served to heighten confrontation with 
the government. Students defied the 
police presence to continue their 
examination boycott, leading some 
people to wonder whether Lee was 
right in requesting government inter- 
ference. 

Turmoil inside the 20,000-student 
campus turned decidedly worse in 
September when students announced 
that thev had apprehended four men 
they claimed were police spies or infil- 
trators. A 19-vear-old vouth held in- 
side the university was illegally de- 
tained for six davs, during which he 
was ceaselessly "interrogated" by stu- 
dent leaders with personal experience 
of harsh police questioning techni- 
ques. On release, the unemployed 
youth — who offered no convincing 
reason as to what he was doing inside 
the university according to students — 
sued his captors 

During most. of his detention, he 
said. he was kept blindfolded so he 
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would not know where he was, beaten 
with sticks while gagged so he could 
not scream for help and had water 
poured up his nose to make him “con- 
fess.” In the past, students have ac- 
cused the police of using exactly the 
same methods to make them name con- 
tacts and friends. “The students re- 
turned the brutality; the statement 
thev took down from the boy followed 
exactly the police formula,” said a 
campus source. 

Meanwhile, at several other univer- 
sities, thousands of students, angered 
by a variety of grievances ranging from 
political issues to school administra- 
tion, ransacked classrooms and office 
buildings, overturning furniture and 
engaging in fist fights with unsym- 
pathetic fellow students. At Korea 
University, those rallying in sympathy 
with SNU students clashed with riot 
police, burning a police van and 
throwing stones. Professors suspected 
of government connections were 
forced to appear before the students to 
be criticised. About 500 other SNU 
students marched before the gates of 
the Kuro Industrial Zone, shouting 
anti-government slogans and demand- 
ing improved wages for workers. 

Amid all this turbulence, Chun re- 
mained largely unperturbed, despite 
the country’s previous student trou- 
bles. In 1960, student demonstrations, 
later supported by workers, led to the 
downfall of president Syngman Rhee, 
a civilian who lacked a strong hold 
over his military. Recent events indi- 
cate students are aware of the need to 
broaden their support if they are to 
shake the military-backed Chun ad- 
ministration. 

By hitting the streets and widening 
their issues, they are actively trying to 





ally themselves more closely with 
workers and the political opposition. 
Their tactics also are becoming bolder: 
early last month, some 350 SNU stu- 
dents stormed the offices of the minor- 
ity Democratic Korea Party (DKP) de- 
manding support for an impartial in- 
vestigation into their allegations of 
campus spving. Virtually held captive 
by students, DKP assemblymen, gen- 
erally reluctant to antagonise Chun. 
swallowed the humiliation of having to 
pledge publiclv to fight harder for 
democratic causes. Students emerged 
from this incident looking like van- 
guards of the country's democratic 
movement 

More immediately, however, the re- 
cent upheavals are connected with de- 
mands to organise their own student 
bodies and elect their officers. Under 
the law, this autonomy is not recog- 
nised. In defiance, students at various 
colleges have elected their own chair- 
men and other officers of student or- 
ganisations to replace those endorsed 
by the Ministry of Education. Free 
election of student officers is opposed 
by the authorities as it would certainly 
lead to demands for an unrestrained 
student press. which they fear would 
only worsen campus unrest 


ithin the SNU, which sets the trend 
for other campuses, a "democ- 
гасу wall" set up inside the campus al- 
ready is crowded with posters detail- 
ing professors alleged past or present 
links with the government. The Free 
Press, a student newspaper put out by 
SNU dissidents, is the antithesis of the 
controlled press outside. It attacks the 
government, demands improved wages 
for workers, free political activities 





and exposure of corruption in high 
places 

Student activism at SNU and else- 
where has been dominated by ex- 


tremists with long experience of prison 
and police questionings. Chun, a 
former general, who emerged four 
years ago at the end of the 18-vear iron 
rule bv the assassinated Park Chung 
Hee with the help of the military estab- 
lishment, is regarded by them as a 
“usurper of power” who must be de- 
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posed to res 
tions. Generals 


as “the five bandits” fit for “extermi- 
nation.” 

They have set up Democratisation 
Struggle committees at each college, 
with sub-committees to watch out for 
election-rigging, uncovering corrup- 
tion, and campaigning for revision of 
laws restricting freedom of the press 
and trade-union activities. In short, 
they have pre-empted virtually all as- 
pects of opposition political activities. 

Ironically, the government's failure 
to remove these extremists from the 
moderate student community stems 
partly from its own inept handling of 
campus dissent. For instance, the bru- 
tality used by riot police to quell stu- 
dent rallies here has to be seen to be be- 
lieved. A typical clash will involve the 


police tear-gasing the entire campus, 


clubbing, punching, kicking and drag- 
ging students — including girls — by 
their hair. Student retaliation with 
stones, Molotov cocktails and wooden 
staves often leads to frightening com- 
bat resulting in scores of serious in- 
juries. 

Students do everything possible to 
avoid arrest because, once held, they 
are treated with little physical mercy. 
They are no longer put on formal trial 
or sentenced to long terms of imprison- 
ments, but still risk life-long bans from 
professional employment and, on oc- 
casion, one of their parents could lose a 
job. 

Periodically, the government en- 
courages the mass media to portray 
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RESEARCH FELLOWSHIPS IN ASEAN AFFAIRS 


Applications are invited for two Research Fellowships available at the Institute of Southeast 


ELIGIBILITY: These Research Fellowships are limited to applicants who are nationals or 
permanent residents of ASEAN countnes on a rotational basis. Nationals or permanent 
residents of Malaysia and Indonesia, are eligible to apply for the present available fellowships 


QUALIFICATIONS: Within the foregoing, preference will be gwen to those candidates 
with PhD or equivalent qualifications, or those with first-hand high-level experience in 
ASEAN affairs, and who are in a position to complete their proposed projects in the 


DURATION OF AWARD: Each award can be for any appropnáte length of nme, up to 
à maximum period of nine months. Extension beyond this period will not be considered. 


FOCUS OF RESEARCH: The area of research can be any topic pertaining to development 
and associated problems of ASEAN, with special emphasis on publishable research 


RESEARCH PROJECTS: Research projects submitted for consideration should be well 
thought-out and be as complete as possible m terms of aims end objectives, scope, 


STIPEND/HOUSING SUBSIDY: Each Fellowship pays a living allowance in the range of 
S$3500 per month, the actual amount provided depends on candidate's 


OTHER BENEFITS: In addition, travel, research allowances, and medical care are also 


All ications, gving full details, should be sent directly to the respective ASEAN National 
ce £ concerned, preferably by 14th December 1984. 
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endan- 
gering the country’s security, Leading 
this campaign of villifying de- 
mohstrators is the state-run Korea 
Broadcasting Station, which is fi- 
nanced by public funds. It regularly 
runs progammes depicting campus 
radicals as communist sympathisers 
chasing away foreign buyers of South 
Korean export goods. The aim of such 
propaganda is to frighten the middle 
class into endorsing suppression of 
dissent. Such crude messages seem 
likely to backfife by alienating moder- 
ates. 

University faculty members feel 
powerless to intervene because most of 
the student demands go so fundamen- 
tally against the government that they 
would risk their own jobs by backing 
them. Political parties try not to inter- 
vene as they would have to take sides 
publicly with the danger of reaping the 
consequence of government displea- 
sure. That leaves student demon- 
strators confronting Chun alone while 
the rest of the country watches the 
situation with growing but unspoken 
concern. 

On 26 October, as thousands of 
police withdrew from the SNU cam- 
pus, students appeared to have won the 
round by successfully projecting them- 
selves as victims of police over-reac- 
tion. Pressure was mounting on Lee to 
step down for exaggerating the extent 
of the crisis. Shortly after the last 
police van moved out, students were 
back on the lawn to start a new rally, 
this time denouncing Lee as well as 
police force. 
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All for one, 
one for all 


Six states are set to 
form a military alliance 
similar to Nato 


By Salamat Ali in Abu Dhabi 


р“ continuing differences in 
strategic priorities and percep- 
tions of the states on the Arabian 
Peninsula, the Soviet Union is worried 
by recent progress made by the United 
States towards stabilising this volatile 
area by means of-a regional military 
arrangement patterned on Nato. 

The causes for Moscow's concern in- 
clude a recent agreement in principle 
among members of the six-nation Gulf 
Cooperation Council (GCC) to add a 
military dimension to the group. The 
GCC states. — Saudi Arabia, Oman, 
United Arab Emirates, Qatar, Bahrain 
and Kuwait — have shown a new en- 
thusiasm for joint military planning 
and exercises, the exchange of military 
intelligence between the states and the 
US' recently established Central Com- 
mand, with its sea-based forward re- 
gional headquarters, large-scale pur- 
chases of weapons by GCC members 
and the near completion of a US effort 
to upgrade somé local facilities for use 
by US forces in émergencies. 

Gulf analysts: estimate that during 
1983-87, the GCC states, Iran, Iraq, 
Syria and Jordan will have purchased 
US$33 billion ,worth of arms and 
US$27 billion worth of related .ser- 
vices. Spending US$2,400 per capita 
annually, Saudi Arabia now has one of 
the highest per-capita military expen- 
ditures of any country in the world. 
The per-capit® expenditure of four 
other GCC states for the past two years 
remains: US$2,100 for the United 
Arab Emirates, US$1,700 for Qatar, 
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sources as the US, Britain, France, 
Italy, Brazil and even the Soviet 
Union. | 

At a meeting of the GCC countries’ 
defence and foreign mit 








nisters in Saudi 
Arabia at the end of September, a 
joint defence strategy was proposed in 
a paper which, if approved at the GCC 
summit planned for: November in 
Kuwait, would become the “constitu- 
tion" for joint Gulf defence. The paper 
was produced in à series of meetings 
among military leaders representing 
the GCC states. However, GCC sources 
emphasise that a joint defence strategy 
would in no case entail buying 
weapons from any single supplier and 
that a diversification of suppliers was 
a concept agreed on by all GCC mem- 
bers. 

However, joint defence arrange- 
ments will be соо through a 

















intelligence, cóntéol: Запі command 
system to be in operation in emergen- 
cies. It is for this reason that the Penta- 
gon has not stopped its flow of limited 
military intelligence to Kuwait 
through Saudi Arabia, even after the 
Kuwaitis decided to buy Soviet 
weapons and import Soviet experts for 
training military personnel on the new 
equipment. 

Finding it impossible to block the 
US: move to set up a credible military 


infrastructure in the Gulf, Moscow 
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into arms purchases and, sec-, 

| ehe ME are engaged in a diplomatic 
` offensive to convince Gulf nations that 

- Moscow has no designs on their oil or 
their strategic location. Indications аге 





` headway in their campaign. 
In addition to lending aggressive 
— - public support to the two Yemens' oft- 
— emphasised but thus far unattained 
— goal of political union, the Soviets 
signed a treaty of friendship and co- 
| operation in mid-October with non- 
communist North Yemen. Moscow al- 
= . ready had such a treaty with the Peo- 
ples Democratie Republic of (South) 
Yemen. Although such gestures are no 
longer seen to be as important as they 
were when the Soviets signed similar 
treaties with India and Vietnam, the 
North Yemeni case is significant be- 
= cause the country so far has been heav- 
- ily dependent upon the largesse of its 
` rich, conservative peninsular neigh- 
bours — especially Saudi Arabia. 
Some observers in the region say one 
factor contributing to North Yemen's 
-— A decision to ignore the views of its re- 
| gional benefactors could be the recent 
— discovery of a small oilfield with a 








‘that the Soviets are making some 
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en potential of 10,0 )00 bpd in an 
ng thé North Yemen border 
claimed by both countries. 

Other Soviet successes in the region 
include Moscow gaining almost 
unanimous Arab support for Kuwait's 
and Jordan's decisions to buy sophisti- 
cated air-defence systems from the 
Soviet Union and convincing some 
Arabs that the Soviets pose no threat to 
their own security. United Arab Emi- 
rates President Sheikh Zayed Bin Sul- 
tan al-Nahyan said in a public state- 
ment recently that the Soviets were not 
out to grab Arab oilfields. 


n addition, the Soviets are cultivat- 

ing cordial relations with Opec, 
whose officials and delegations have 
visited the Soviet Union during the 
past 18 months. Soon after one such 
visit, in September, Opec assistant sec- 
retary-general Abdelaziz Al-Wattari 
told the REVIEW in Kuwait that the 
Soviets by and large tended to behave 
like sensible and responsible oil busi- 
nessmen and were not in competition 
with Opec to bring down prices. 

The GCC members are unanimous in 
their opposition to foreign involve- 
ment in the region's affairs and, more 
importantly, to any obvious foreign 
military presence in any of the GCC 


 Asense of security 


— The sultan of Oman is optimistic about the 


... By Salamat Ali in Salalah, Oman 


E. I^ sharp contrast to world fears gen- 
erated by continuing air attacks on 
international shipping in the Gulf and 
the large-scale influx of arms into the 
Arabian Peninsula, the Sultan of 
— Oman, Qaboos bin Said al-Said, be- 
lieves security in the Gulf area has im- 
proved. 
Ee In an interview with the REVIEW 
. at his seaside palace here on 19 Sep- 
tember, the sultan said he saw no sign 
of Iraq collapsing or of a major con- 
flagration in the peninsula in the near 
future. Oman is also optimistic that the 
Strait of Hormuz can be kept safe for 
n international shipping. But the sultan 
= . believes there is imminent danger of 
Iranian terrorist attacks against the 
Gulf Cooperation Council (GCC) states 
= J— of Kuwait, Saudi Arabia, Bahrain, 
р Qatar, Oman апа the United Arab 
Emirates. 
М: Since the fall of the shah of Iran, 
Oman has seen itself as the sole guar- 
| dian of the Strait of Hormuz, which 
| separate it by 23 miles from Iran. Some 
40% of the non-communist world's oil 
P supplies (including 75% of Japan's and 
| 60% of Western Europe's) pass 
through the strait. ў 
Oman argues that at least three big 
oil tankers would have to be sunk di- 


Gulf situation despite the Iran-Iraq war 





rectly over each other to block the 
strait, but considers mining a more 
realistic danger. Omani patrol boats 
equipped with Exocet missiles there- 
fore keep a close watch. A recent GCC 
decision for joint use of the six states' 
minesweepers during the Ігад-Ігап 
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mand's wisi fefiains! sea- 
based for this reason. The Soviets are 
even more disadvantaged than the US 
for they do not have even a diplomatic 
presence in the GCC region, except in 
Kuwait. Given these facts, the Soviets' 
professed peaceful aims in the area 
seem designed to help them open dip- 
lomatic missions in the other five GCC 
states. They also want to beableto pro- 
mote freely socialism as a viable eco- 
nomic system for the countries located 
in the region. 

South Yemen, the Soviet surrogate, 
recently ended its traditional belliger- 
ence towards its two immediate neigh- 
bours, Oman and Saudi Arabia — a 
move apparently aimed at promoting 
its case for an associate membership in 
the GCC, which would give it access to 
GCC riches. Now, South Yemen is sus- 
tained by the Soviets and their Com- 
econ allies and has little resources to 
fund urgently needed programmes for 
its people — among the poorest of the 
peninsula. The Soviets see no harm in 
the GCC paying part of South Yemen's 
bills. 

Although not many observers be- 
lieve that the Soviets can persuade the 
GCC countries to press the US to re- 
duce its presence in and around the re- 








war has raised Oman's hopes of ensur- 
ing security for all shipping. Oman has 
no minesweepers of its own but be- 
lieves three such vessels would be 
enough to make the strait safe. 

Oman, whose 24,000 military per- 
sonnel are among of the best-trained 
forces on the peninsula, currently 
spends US$1.77 billion, 40% of its an- 
nual budget, on defence. The United 
States is contributing US$250 million 
to improve Omani military — particu- 
larlv air force — facilities. 

The sultanate has a new naval base 
overlooking the straits on Gazirat Al- 
ghanam (Goat Island). Its military ef- 
fort has also been centred in the 
Salalah area, bordering communist 
South Yemen. and on the island of 
Masirah, off the coast of central Oman. 

The agreement with the US involves 
improvements to facilities close to the 
South Yemen border near Thamarit 
and close to the strait in Al Khasab, 
which already has an airfield able to 
take the world's biggest aircraft, and 
an air base on Masirah. All American- 
aided installations are to remain under 
Oniani control, with no US military 
personnel stationed there, but the US 
may have access to Omani facilities in 
specific circumstances, with permis- 
sion granted on a case-by-case basis. 

Oman, which pumps its oil to ports 
south of the Strait of Hormuz, bene- 
fited in recent months from nearly 
doubled insurance rates for ships 
going beyond the strait into the Gulf. 
In an otherwise depressed interna- 
tional oil market it has raised daily 
production from 350,000. to 400, 000 
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gion, Moscow cannot be faulted for not 


trying hard enough. Its current prop- 
aganda offensive would have the GCC 
states believe that the US and its West- 
ern allies are frightening them into a 
baseless sense of insecurity. 

Talking to newsmen during a mid- 
July visit to Kuwait, Leonid Zamyatin, 
secretary of the Supreme Soviet's com- 
mittee of foreign affairs, accused the 
US of using Iragi-Iranian attacks on 
shipping in the Gulf as an excuse to in- 
tensify its military presence in the re- 
gion. He said that the US had made an 
offer to protect the GCC states against 
Iranian attacks conditional upon use 
of certain strategic locations by US 
forces, Going a 
step further, he 
said that in the 
Iran-Iraq war, the 
US aim was to 
weaken both those 
states. He did not 
mention the mas- 
sive influx of 
Soviet weapons 
into Iraq and the 
earlier Soviet po- 
sition that since 
the Iranian rev- 
olution was а 
genuine anti-im- 


barrels — at which 
level it will be fro- 
zen even though 
Oman is not an 
Opec member. 


Oman's oil 
money is going 
into industrial 


infrastructure, ag- 
ricultural sub- 
sidies, - irrigation, 
education, welfare 
and an extensive 
network of well- 
built roads, as well 
as defence. 

The following is an abridged version 
of the REVIEW's interview with the sul- 
tan: 


Can you give your current apprecia- 
tion of the general security situation in 
the region? 

I think it has improved a great deal, 
largely because of an improved ap- 
preciation of the security imperative 
and the felt need for close cooperation 
among the states in this region. For in- 
stance Kuwait, which,was strongly op- 
posed to military collaboration and 
any joint effort for security, is now in 
the forefront of the advocates. 

The Iraq-Iran war has been handled 
with some sensitivity by all concerned. 
Recently, when the Americans were 
greatly exercised by what the Iranians 
were saying, I advised caution. Fortu- 
nately, the US came to the same view. 
But it should be understood very 
clearly that because of the stepped-up 
[Soviet] presence in the Indian Ocean, 
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Iranian oil rigs after an Iraqi air raid: 
advising caution. 








Despite the inconsistencies, Soviet 
propaganda seems to be having some 
effect. Sickened by the huge loss of life 
in the Gulf war and worried by the 
drain on their treasures in supporting 
Iraq, some of the peninsular Arab 
states blame the war on greedy outsid- 
ers rather than on the two combatants, 
Asked if he agreed with the cynical 
view that war is being fuelled by for- 
eigners wishing to sell their weapons at 
exorbitant prices to either or both 
sides, Kuwaiti foreign-office spokes- 
man Abdallah Alzacharaya Alansari 
said in a recent interview that the 
US and West European armament- 
industries were 
the main be- 
neficiaries from 
the Gulf war. He 
added that the US 
and its - allies 
would again bene- 
fit at the end of 
the war when 
multi-billion dol- 
lar repairs to war- 
damaged oil in- 
stallations and 
other essential 
infrastructure will 
be necessary. D 


the Americans 
also have to be 
there. 

The situation 
has also been im- 
proved by some of 
the European 
powers agreeing 
to collaborate 
with the Ameri- 
cans in the Indian 
Ocean. The Euro- 
peans would be 
able to advise and 
have a restraining 
influence on the Americans. 

The Iraq-Iran war is unfortunate but 
I do not see any signs of Iraq folding up 
unless something were to happen in- 
ternally in Iraq, or some other unfore- 
seen thing takes place. Iraq has built 
up its military strength. I do not see the 
Iranians' plan of hurling half-a-mil- 
lion men at Iraq materialising very 
fast. 

Instead they have opted for another 
course, and that may come about 
pretty soon. They could launch ter- 
rorist attacks against the states of this 
region. The recent murders of the 
Saudis in Beirut and Spain are the 
early indicators. But it is good to know 
what the other side is up to, because it 
helps you to prepare. [Although the 
sultan did not elaborate, he seemed to 
be referring to the reported raising of a 
brigade by the Iranians for this pur- 
pose. Some reports said that the train- 
ing of the first Iranian marine brigade 
started in Shiraz on 16 May. An Ira- 
nian marine official told Iranian re- 
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What came of the GCC deci- 
sion to mediate an end to the 
war? — 

Ministers from Kuwait and 
the United Arab Emirates vis- 
ited Teheran and came back 
with the stock Iranian demand 
for [Iraqi] President Saddam 
Hussein's dismissal, etc. I think 
the mission was a mistake. Why 
should we go as supplicants to 
Teheran? That passes wrong sig- 
nals to Iran which begins believ- 
ing that we are very weak. Our 
best bet would be to back any ef- 
fort for peace by Algeria, the 
United Nations, the non-aligned 
movement whoever is willing to 
mediate. 


Some of the GCC states insist that the 
region's security is their concern alone 
and not that of any outsider. What are 
your views on this subject? 

We want to look after our own af- 
fairs and have the capacity to do so 
under normal circumstances. After all, 
why have we bought so many weapons? 
If there should be a major armed con- 
frontation we would like to have ad- 


vice on military planning and to bor- 
row expertise from our friends. We do 
not want their soldiers. 

But in the ultimate scenario where 
all odds are against us, I do not see how 
we can avoid asking our friends from 
outside and all those who want to see 
this region stable and peaceful. 


For some two years now, there have 
been proposals for greater integration 
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The word is cooperation and 
not integration. If we were to in- 
tegrate, who would rule whom?I 
do not think that the GCC will 
do so in the foreseeable future, 
though it 1s fashionable to say 
50. 
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What is happening to the GCC 
proposal for a joint pipeline 
along the east coast of the penin- 
sula to an outlet directly on the 
Arabian Sea avoiding the Strait 
of Hormuz? 

This is one of the several pro- 
posals the GCC has been talking 
about. I think it is a good propo- 
sal. Even we, who do not have as 
much oil as Kuwait and Saudi 
Arabia and do not have any oil 
passing through Hormuz are planning 
to diversify outlets because of the new 
oil strikes we have made. The proposal 
for the GCC pipeline is being studied 
for feasibility and other technical as- 
pects. [Although the sultan did not say 
so, Oman, which will have to provide 
the outlet, does not seem to have made 
up its mind because the pipeline and 
outlets would entail security expendi- 
ture.] u 





THAILAND 


In from the jungle? 


The pending prosecution of suspected communists points 
to government concern over possible urban terrorism 


By John McBeth in Bangkok 


hirteen alleged members or sym- 

pathisers of the Communist Party 
of Thailand (CPT) are soon to be prose- 
cuted in what is believed to be the 
biggest trial of its kind since the Anti- 
Communist Act was introduced in 
1952. Although it is unlikely they will 
be sentenced to death — the maximum 
possible under the act — the suspects 
face 10 years imprisonment or more on 
charges of subversion and forging gov- 
ernment documents. 

Among those now in custody are six 
members of the 35-strong CPT central 
committee rounded up in a series of 
raids across Bangkok in July — the 
culmination of a vear-long operation 
conducted by the police Special 
Branch, the Department of Central In- 
telligence and agents of the army's In- 
ternal Security Operations Command 
(ISOC) and the National Security 
Centre. 

Police sources say evidence at the 
trial will show that the suspects were 
acting on the instructions of the CPT 
politburo in seeking to revise the 
party's strategy and tactics and to ini- 


tiate stepped-up subversion in popu- 
lation centres that could have led to the 
outbreak of urban terrorism. 

Nine other defendants have been 
granted freedom from prosecution 
under Article 17 (7) of the Anti-Com- 





munist Act by agreeing to undergo up 
to six months of re-indoctrination. 
Prominent in this group is Kasetsart 
University professor Preecha Piem- 
pongsarn, whose arrest on 11 July 
created considerable controversy and 
led to speculation that the government 
was abandoning its formerly lenient 
approach to remnants of the CPT. 

Preecha figures at some length in the 
prosecution's case, particularly over 
his alleged contacts with Phirun 
Chartvanitkun, a former student 
leader and one of the six central com- 
mittee members awaiting trial. Phirun 
and his wife, Chonthira, another cen- 
tral committee member, are said to 
have begun urban activities in January 
this year, working from a housing es- 
tate on the southeastern outskirts of 
Bangkok. 

Continuous surveillance of the 
couple led to police pinpointing the 
other suspects in the case, though it is 
understood that when the initial raid 
was carried out on 3 July CPT secret- 
ary-general Thong Chaemsi and fellow 
politburo member Prasit Tapienthong 
both eluded the net. Many of those ar- 
rested had rented their own residences 
and others were living at the homes of 
relatives. 

Investigators have determined that 
Preecha established contacts with CPT 
elements during frequent trips to 
southern Thailand over a period of 
three or four years while he was work- 
ing for the National Economic and 
Social Development Board. In 


15 NOVEMBER 1884 e FAR EASTERN ECONOMIC REVIEW - 


— 8 “а „Жый 


С айыру. 7 
| „м 





i 


25 


OR 
SUAE 


7 


еч 


ee 


es 


ROW 


eae 


5 


8 


E 


PGE 


gx. 






Platformer З at Shell's Stanlow refinery is 























.. capable of producing high grade components Britain) Limited, which since has become a = — 
for petrol in a state-of-the-art refinery unit | part of M.W. Kellogg Limited. The project and. 
put onstream ahead of time and under bud- the assimilation of the sophisticated technical __ 
get. Virtually no time was lost through labour -forces of Kellogg and Procon went on without — 

. disputes during the 20 months it took to  &hitch, thanks to the creative and foresi j' 


complete the plant. -approach taken by all. P 





Our M. llogg subsidiary is proud to ; Thanks to Kellogg, Shell will be ready to — — - 


- have worked with Shell UK Oil on this project . comply with the governments legislation on 


апа to have experienced the cooperation. . 












~The M.W. Kellogg group of companies is du 
owned by Kellogg Rust Inc. of Houston, Texas, 
one of the world’s leading engineering and E 
sonstruction corporations. 





commitment by all involved — labour unions, - 
client and contractor. d 


. Platformer 3 was started under the 
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Bangkok, he is said to have introduced 
Phirun to officials of the Vietnamese 
Embassy and also to representatives of 
West Germany's Greens party, but 
police claim that the trigger for the 
July roundup was a meeting he al- 
legedly arranged between Phirun and 
two prominent Thai leftist intellec- 
tuals. 

According to police assessments and 
information gleaned from interviews 
given to the REVIEW and the now- 
closed Kled Lap newspaper just prior 
to his arrest, Phirun's main goal in 
Bangkok was to turn around the crisis 
of faith in the CPT and, in doing so, re- 
build front organisations and forge in- 
ternational links. Just how much he 
achieved is difficult to determine, but 
the overture to the Vietnamese on the 


possible restoration of relations fell on 
barren ground — apparently because 
of the CPT's refusal to reverse its call 
for the unconditional withdrawal of 
Hanoi's troops from Cambodia. 

Police sources said that during a 
meeting with Phirun, Vietnamese Em- 
bassy first secretary Pham Nien said he 
was not authorised to discuss the sub- 
ject because he was not a representa- 
tive of the Communist Party of Viet- 
nam. Phirun's version is that he was 
told the time was not yet ripe, which 
probably amounts to the same thing. 
Pham Nien, who is named in court 
documents, left Bangkok shortly after 
the July roundup and returned only re- 
centlv to resume his duties. 

Long-held fears that the CPT may 
start an urban terrorism campaign 
have been reinforced as a result of con- 
tacts with the Irish Republican Army. 
Although high-ranking police sources 
characterise the two meetings — one in 
Bangkok, which Phirun is said to have 
attended, and the other in Britain — às 
little more than ideological exchanges, 





the forming of police and army 
counter-terrorist units and the deve- 
lopment of an army strategy against 
urban sabotage over the past few years 
indicate the level of the authorities’ 
concern over such an eventuality 


he decision to arrest Preecha and 

progressive Kled Lap editor Chat- 
charin Chaivatana is believed to have 
been debated at some length among se- 
curity officials, but the arrests were fi- 
nally made because of what has been 
described as the “overwhelming evi- 
dence" against the defendants and to 
serve as a warning to other progres- 
sives working on the party's fringes. 
Police sav there has been a marked 
downturn in communist activity since 
the roundup, which Wwas a further set- 






back to the CPT's hopes of regaining 
lost ground. 

Chatcharin has yet to agree to re-in- 
doctrination and, along with the other 
12 suspects, is being charged under 
provisions of the Anti-Communist Act, 
which prescribes a sentence of up to 
life imprisonment, and also Article 113 
of the criminal code, which carries the 
death penalty for sedition 

Preecha and the eight other defend- 
ants who have elected, to accept am- 
nesty are likely to undergo indoctrina- 
tion either in Bangkok or at an ISOC 
safe house in the seaside town of Hua 
Hin. The wording of Article 17 indi- 
cates they will be held in at least loose 


custody during this process and while 
six months is the maximum time al- 
lowed for re-education, a senior police 
officer says the actual period will de- 
pend on what he called their "degree of 
understanding.” After that, they may 
be required to report regularly to au- 
thorities over a probationary period of 
up to one year 

The son of a former deputy prime 
minister, Preecha has also been linked 
to Young Turk army leaders Col Man- 
oon Rupekachorn and Col Bunsak 
Pocharoen, who studied at Kasetsart 
after being dismissed for their involve- 
ment in an abortive 1981 coup. Ac- 
cording to recent disclosures, the poli- 
tical science lecturer acted as a middle 
man in bringing together Bunsak and 
former CPT previncial committeeman 





Vithit Chandawong in 1981-82 — the 
period when Vithit was living under- 
ground in Bangkok 

In one of several interviews with the 
REVIEW last year, shortly after he offi- 
cially defected to stand in the April 
general election, Vithit said he left the 
jungle in late 1981 to observe political 
and social changes in the Thai capital. 
He acknowledged contacts with both 
Preecha and Bunsak over a five-month 
period during that time, but it is still 
not clear whether he actually met Ma- 
noon as well 

Vithit was picked up by security 
agents in northeastern Sakhon 
Nakhon province in the third week of 
Julv and held incommunicado for 
nearly two months at a Bangkok army 
barracks in connection with inquiries 
over the 1982 assassination attempt 
against Prime Minister Prem Tin- 
sulanond. Details of what he told 
police and armv investigators have not 
been released, but well-placed sources 
now describe him as being in “protec- 
tive custody,” п 
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LUX'IRY ROOMS AND SHITES FOR 
OVER 2000 DELEGATES IN SINGAPORE? 
NO PROBLEM... 








(“My luxury trishaw 
only has room for two!”) 
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THE WESTIN STAMFORD & WESTIN PLAZA 





RAFFLES GITY CONVENTION CENTRE 
WESTIN HOTELS’ 





Raffles City Convention Centre, 
together with the Westin 
Stamford and Westin Plaza, opens 
in 1986. 

From day one it will be the most 
comprehensive meeting, convention 
and exhibition centre imaginable. 

The guest rooms will be among 
the most luxurious and spacious 
in Singapore. You'll appreciate the 
generous use of fine natural woods, 
Italian marble and luxurious fabrics. 

Notice too the little touches. 
Like the controls for the motorised 
drapes and colour TV, placed beside 
your king or double-sized bed. 

It's the attention to detail you've 
come to expect from Westin Hotels. 

State-of-the-art meetings 
facilities abound — like 
computerised registration of 
delegates, simultaneous translation 
in up to twelve languages and 
electronic microphone management 
and voting systems to name but 
a few. 

Whether you're planning a 
meeting for 6 or 6,000, our full-time 
convention services director and 
staff will ensure your next meeting 
is your best meeting. 


WORLD CLASS NEW MEETING PLACE, 
OPENING 1986. 











Recreational facilities include 
a fully-equipped health club, four 
air-conditioned squash courts, 
two swimming pools, six tennis 
courts and 20,000 sq. metres of 
superlative shopping. 

Just outside, the 
trishaw drivers still ply 








their trade. To Chinatown, SPIRIT 


OF 


Little India, Arab Street, 
and a dozen fascinating 
attractions close by. 





SINGAPORE 





For more information, contact your nearest Westin Hotels Sales Office or the Westin Stamford and Westin Plaza 
Sales Director in Singapore: 111 North Bridge Road, #27-01/02 Peninsula Plaza, Singapore 0617. 


Tel: 338 8585, telex: RS 22206 RCHTLS. 
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2 from Tokyo that is second to none. 



























ans -Pacific. JAL's terrific 


qe s alwaysa pleasure for us to fly you from Asia to 








| Amer Asian cities. So we have built up a regular schedule 





©- Theairline with the largest i fleet of B747’s offers 
over 60 flights a week to 7 U.S. cities and Vancouver. 

Our Executive Express leaves Tokyo every day апа. 
is the first to arrive in New York. 

We fly you non-stop from Tokyo Narita, arriving in 
New York at 11.30 a.m. the same ‘day. So it’s the perfect _ 
businessman’ s special. и 

With First Class, more йо in our new JAL 
Executive Class and serene Japanese service all the way. 

On the world’s number one IATA airline* you'll 
experience the warmest hospitality, апар gracious service, 
as much a pleasure to give as it is to o receive. 

Fly Trans-Pacific with us. 





It's always a pleasure. 


Anchorage | 





_ Vancouver 


LINES 





JAPAN 


Ато AIRLINE FOR 
j TSUKUBA EXPO '85 










Seoul 

Pusan . 
Manila- 

Hong Kong 
Bangkok 
Singapore 
Kuala Lumpur 


Jakarta | San калчы 


_ * Source: International Air Transport Association. 











We would like tq congratulate 

our colleagues in Hong Kong 

on the official opening of our 
subsidiary 


H. FISCHLER 





General Director 
Export Sales Department 
Agfa-Gevaert Headquarters 
Agfa-Gevaert (HK) Ltd. Belgium 
Cavendish Centre-14th Floor 


Yip Kan Street 23, 

Wong Chuk Hang, Aberdeen, 
Hong Kong 

Phone (5)559421-8 

Telex 85554 AGHK HX 


Agfa-Gevaert N.V. 
B-2510 Mortsel (Belgium) AGFAGEVAERT 4» 





Work goes better because you and the Sharp Z-60 are such as on business cards, right on the edges of the 


a great team. Advanced mechatronics technology keeps you In copy. Its interchangeable developer units provide BS | AS 
direct touch with this easy-to-operate, simple-to-maintain beautiful copies in black, red, blue or brown в4 Ad 


The Sharp Z-60 personal copier. It's good for business and an 


economical partner. You save time and money 
important step toward easier, more accurate information 


A more user-friendly copier would be hard to find. The 





compact, lightweight Sharp Z-60 locates anywhere. A conven- processing 
Sharp calls this unique concept PA (Personal Auto 


mation) because it maximizes your personal capabil 
ties and potential 


ient flat-key control panel with LED indicators makes operation 
super simple 
Although it's small, the Z-60 copies as easily on oversize B4 






opier 
toWork Side-By-Side 
With You. 
The Sharp 7-60 







SHARP 


SHARP CORPORATION, JAPAN 





@ TAIWAN: AURORA CORPORATION 
Binh Fi, NO 144. Sung Chiang Яа. Таре! Taiwan 
Tel (02) 563997! (10 ines 


© THAILAND: THE BANGKOK TRADING СО LTO 
995-999 Charoen Krung Road, Ризеп Впаде 
Bangkok 5 Thailand Tel 234-5093 
@ THE PHILIPPINES 

DATACOM SYSTEMS CORPORATION 
No. 65 Buendia Avenue, Makati, Metro 
Manila, The Philippines 
Те! 815.24 73, 81524 74 81524 1! 
@ INDONESIA PT TRITANU 
Jalan ir H. Juanda !! NO 12 Jaharta 
Pusat indonesia Tel 367608 (4 Saluran 


€ HONG KONG: ROXY ELECTRIC CO. LTD 
Room 17011710 Admewa!'ty Centre Tower 1 8 
Harcoum Road Hor g Kong 

Te! 5.822931! (16 nes 


€ SINGAPORE: ROXY (SINGAPORE) PTE LTD 
483 Tanglin Hal! Road. Singapore 0314 
Tet 631911 


@ MALAYSIA: ROKY (MALAYSIA) SON BHD 
* 16. Jalan 223, Section 14 Peta ing Jaya 
Selangor Malaysia Te 571477 
571354 and 56191! 
Branches 
Penang 409 4094 Burman Road. Penang 
Tel 22650 


815. 18.73 


571295. 574313 


pon 64 64A. Maxwell Road ipoh Те! 546984 
Malacca 387 А 387A Taman Prnggit Jaya 
Melaka Te 229219 
J Bahru 5 А 7, Jalan Sutera Satu. Taman 
Sentosa Johore Batu Te 336353 
Kuantan 6.2008. Jalan Aw Pulih. Kuantan 
Tet 5 J 


e SRI LANKA: BROWN & COMPANY LIMITED 

PO Bos 200 481. Dar'ey Road mbo ! 

Sr Lanha fel 9117! (8 lines 

€ BANGLADESH: UNIVERSAL BUSINESS 
MACHINE LIMITED 

A! Hay Mansion (3rd Floon 82 Mothes 

Commerc! Area 


Decca 2 BANGLADESH 
Phones 257123. 257124 237124 A 237128 
Toler 64 2498 UBM BJ 
Sable Saroja. Dacca 
@ PAKISTAN: BUSINESS INTERNATIONAL 
Nelson Chambers PO Bos 68111 Chundngar 
Road Karachi Palstan Tel 214922 2: 3548 


* Piease contact your local Sharp 
Jistributor for further information 





The financial needs of the 
modern corporation are both 
complex and tightly interre- 
lated. Traditionally, a major 
corporation has gone to an 
investment bank to meet some 
of these needs, and to a com- 
mercial bank to meet others. 

Now, one bank 
can provide for virtu- 
ally every one of them. 

Bankers Trust. 

At Bankers Trust, 
we've taken the lending 
capability and breadth 
of non-credit services 
of a commercial bank 
and blended them with 
the intermediary skills 
and entrepreneurial 
spirit of an investment 
bank.The result is a 
unique institution: the 
worldwide merchant 
bank. 

Since we provide 
almost every banking 
service, we can and do supply 
objective advice. With no 
vested interest in any one form 
of financing, we can help you 
weigh the pros and cons of 
them all. 

Today, an increasing 
number of America's leading 


Bankers Irust Co 
Merchant banking, 


corporations are coming to 
Bankers Trust for our 
unsurpassed combination of 
commercial and investment 
banking services. These 
services include: 

Swa 
Our capital markets professionals 





in New York and London 

have made us a world leader in 
currency and interest rate 
swaps, helping our customers to 
exchange one kind of interest 
and/or principal for another. 

In 1983, we wrote more than 

$3 billion in swaps contracts. 


Investment management 
We are responsible for the in- 
vestment of more than $37 bil- 
lion in employee benefit and 
personal trust assets. 

Employee benefit clients in- 
clude over 100 of the world's 
major corporations and public- 
sector entities. 

Loan participations 
Our Syndication 
Group granted over 
$2 billion in loan par- 
ticipation to banks and 
other institutional 
lenders last year, a 
figure unsurpassed by 
any other financial 
institution. This year, 
our volume of partici- 
pations is running at 
an annual rate of 
$6 billion. 

Worldwide 
merchant banking is 
dynamic and aggressive. 
It is perfectly shaped 
to meet both the complex 
needs of the modern corporation 
and the rapidly changing nature 
of today's financial world. 

If your company deserves 
this kind of leadership, come 
to the bank that provides it: 
Bankers Trust. 
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The Mandarin, Hong Kong. 
Sparkling into its 
twenty-first year. 





















1963. It was a very good year. For that 
was the year the champagne flowed when The 
Mandarin, Hong Kong first opened 
its doors. Not that this makes The 
Mandarin Asia’s oldest hotel. ‚ 
Far from it. And we've never had 
any desire to be Asia’s biggest. No, 
we're quite content, as we enter our 
21st year, to continue to be Asia's best 
hotel. As René Lecler has confirmed 
yet again in the latest edition of his 
authoritative “The 300 Best Hotels in 
the World’. 


At The Mandarin, 
Hong Kong you will 
encounter service that seems 
to possess an uncanny ability for anticipating 
your every need. And accommodation that 
exudes taste and refinement. As well as restaurants 
Lecler has deemed the finest in a city more than 
passingly noted for its fine cuisine. . . and well-stocked 
wine cellars. Which is cause in itself for something of 
a celebration. 


Gee 


The Mandarin, Hong Kong. 
A member of Mandarin International Hotels. 
Hong Kong: The Mandarin, The Excelsior, The Royal Garden. Macau: The Excelsior. Bangkok: The Oriental, The Royal Orchid. 


Manila: The Mandarin. Jakarta: The Mandarin. Vancouver: The Mandarin. Singapore: The Oriental (1985). Kuala Lumpur: The Oriental (1986). 
For reservations, call TheJeading“Hotels of th®World or your travel agent 
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e THE name Susumu Awanohara | 
will be well known to REVIEW readers. 
A Japanese who had taken degrees in 
economics, Far. Eastern studies and 
Chinese at Tokyo and two of the 
United States' top universities (he is 
probably the best academically qual- 
ified member the REVIEW staff), | 
j е REVIEW іп 1973 
oecame our bureau 
d Singapore. He 

ber 1981, to go to 
зесацѕе he felt that 
from covering 
g/ dustrialised 
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‹ detur to Shean: 
a ipa senior editorial 
post, bui he persuaded us to let him 
stay at least for another year to reap 
more benefits of all the efforts he had 
put in to studying the country, its 
people and its language. 
„® AT about the same time, Susumu 
began to receive intimations that 
„some of his stories were meeting offi- . 
cial disapproval, particularly A sol- 
dier out of step (29 Mar.) in which 
he reported a speech by Indonesia's 
armed forces commander Gen. Benny 
Murdani. The general had argued 
that Vietnam's invasion of Cambodia 
was a matter of national survival, not 
of territorial ambition — a view di- 
rectly at odds with that of Asean. 
Susumu was told that it was mislead- 
ing to suggest that the general's view | 
differed from that of Indonesian 
Foreign Minister Mochtar Kusumaat- 
madja. 

During the summer, as Susumu 
prepared to apply for an extension to 
his visa, he was indirectly informed | 
that a decision had been taken not to 
renew it, apparently because of the 
Benny/Mochtar story (though both 
these Indonesian leaders apparently 
have claimed they had nothing to do 
with the visa decision) Sub- 
sequently, Susumu was told that 
further stories had been disapproved 
of, including the 9 August cover fea- 
ture on Javanese politics — Political 
. Shadow play — which he wrote in 
conjunction with REVIEW Arts & 
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E 


Society writer Ian Buruma. An arti- - 


cle, in the same edition, on the mys- 


terious shootings of criminals, was | ti 


similarly disagreeable. 


-have made clear we disagree with th 





While Susumu (and the REVIEW) | 
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decision, in the end we must accept 
the sovereign right of Indonesia to 
grant — and to refuse to renew — 
visas. His visa was due to expire in 
mid-November. When it became 
clear he was not going to be allowed 
to stay on, Susumu asked for an ex- 
tension of a few weeks to allow his 
children to complete their terms at 
school in Jakarta. Finally | a mere 
four-week extension is being granted 
— so the Awanohara kids almost will 
be able to finish their term. 

e SUSUMU is the fourth foreign 
correspondent to be denied an exten- 
sion of stay by Jakarta this year — 
following Joe Manguno of the Asian 
Wall Street Journal, Isabelle Recke- 
wag of UPI and Gilles Bertin of AFP. 
Apparently two other correspondents 
will be refused extensions in the near 
future. 

One wonders why. Is there some 
unwritten law decreeing that any 
foreign correspondent who gets to 
know the country too well should be 
chucked out? I remember visiting 
China in the 1960s when my ability to 
exchange simple civilities in Chinese 
was regularly greeted with warm ap- 
proval and undeserved compliments, 
while those who spoke the language 
with any facility were regarded with 
deep suspicion. I do not think it's 
quite that: Indonesians usually are 
eager to explain themselves and their 
country to any foreigner considered 
to be a friend; what bothers them is 
when the foreigner publishes the 
knowledge he so gains. There is a 
strong feeling that it should 5 Sn 
within the family" among “us” and 
not to be told to "them." 

No one could surely class Susumu 
with the type of arrogant insensitiv- 
ity of which the Third World 
routinely accuses Western pressmen. 
| Susumu, loves the country and 
wanted to report i fairly as possi- 
ble to the outside d. In fact, In- 
donesia is, today, a fully fledged 
member of the international commu- 
nity and often regarded as an 
exemplary member of the developing 
world. It is in great need of explain- 
ing itself economically and politi- 
cally. 








3 auch part of the 
global economy and, during {ће -re- 
cently launched, five-year economic 
plan, will need about US$2 billion in 
soft credits from aid donors, and 
US$500 million ommercial cre- 
dits each year, às well as large direct 
foreign investments. So far the loans 
have been forthcoming but, depend- 
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Н Indonesia’ S ; top leai ders are ты 
ing the decision to throw the foreig 
correspondents out, then at least or 
must assume that some thought } 
been given to the decision. But it 
another matter if more junior 
bureaucratic censors are taking асе 
tion against the foreign press with- 
out the policymakers’ prior knowl- 
edge: Indonesia may be unwittingly 
damaging its foreign standing and its 
leaders' valiant efforts to maintain 
both the country's credit rating and 
its credibility as а responsible 
member of the international commu- 
nity. I suspect that the decision t 
boot out correspondents is made b 
officials who lack sufficient imagine 
tion to recognise a real friend tà th. 
own country — which Susumu is. 
e THE somewhat overblown. style 
of certain Indonesian newspaper | 








these columns. Very much the s 
high-pressure prose ís to be found i 
the Philippines press (ог in ps 
mouths of Filipina councillors), 


nata Lopez in the Mindanao Mirror- 
Bulletin reveals. Headlined "Sex in | 
the City Council,” and under the 
byline of reporter Bert Tesorero, it 
said: "Lady Councillor Liding Ban- | 
goy pointed to the various beer- 
houses in Davao City which maintain © 
a harem of young female dancers who 
would flutter around erotically on 
amusement house stages, obsce 


ofthe customers, tempting 
their bare tender loins that ¢ can m 
Sodom and Gomorrah squirm int 





graves,” | 
Well, if those tender loins 
enough to ma e sinful ‹ cit ith 
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Boats between 15 feet and 20 | 
| feet with seven roars (nemai, | 
between ten fect and fifte 
with single rower, fifteen feet a 

| twenty feet with three roars, upto: 
| fifty feet with twenty five roars 
above fifty feet (seep) with Afty 
roais and above fifty feat with 
fifty roars. — 
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` Another British sunset 


London is to halt recruitment at home for the top civil servant 
jobs in the territory as localisation goes into higher gear 


By Emily Lau in Hongkong 


he Hongkong Government is to end 

its policy of recruiting British of- 
ficers to the administrative service 
next year in a move to phase out top 
British civil servants and prepare the 
territory for localisation of the govern- 
ment before China resumes sovereign- 
ty in 1997. 

Administrative officers make up an 
elite of 388 members of the Hongkong 
civil service — top decision-makers 
from whom future highly paid depart- 
ment heads are drawn. Localisation of 
the police force also will be speeded up, 
with progress to be at least as fast as 
that in the administrative grade. 

Since World War II, the govern- 
ment's policy has been aimed at fully 
localising the civil service, except the 
administrative service, personal sec- 
retaries, confidential assistants, and in 
- the police from the inspector level up. 
Civil Service Secretary Martin Row- 
lands told the REVIEW the initialling of 
the Sino-British joint declaration on 
the future of Hongkong in September 
has altered the complexion of the gov- 
ernment's localisation policy. "Now 
it's a whole new ball game," he said. 

The joint declaration says the gov- 
ernment of the Hongkong Special Ad- 
ministrative Region (SAR) in 1997 will 
be composed of local inhabitants. It 
also says expatriates cannot be heads 
of major government departments or 
deputy heads of some departments. 
Assuming that the joint declaration 
will be ratified by both countries next 
year, Rowlands said, the Hongkong 
Government's aim is to have locals in 
all top government posts by 1995, so as 
to ensure a smooth transition in 1997. 

Although not spelled out in the ac- 
cord, the importance of an efficient 
civil service in the transition period, 
but especially after 1997, cannot be 
over-emphasised. A dedicated and ef- 
fective civil service is extremely im- 
portant to the smooth running of the 
SAR. Rowlands said civil servants are 
aware of this, and he believes they will 
come up to expectation. "The civil ser- 
vice has faced problems in the past, but 
1997 is our biggest challenge. I am sure 
we can face up toit," said Deputy Civil 
Service Secretary Gordon Siu. 

While the government maintains 
that morale in the civil service is 
"pretty good," many civil servants are 
understandably uneasy about the fu- 
ture. Some would like to be able to re- 
tire early with a fat pension and leave 
the territory — and this applies to 
locals as well as expatriates. As a re- 
sult, some civil servants fear there may 


be a mad scramble for promotion, 
which ensures a higher pension. As one 
expatriate put it: “It is a dog-eats-dog 
situation now.” 

Localisation has been an official 
policy since 1946 when Britain pub- 
lished a white paper on the organisa- 
tion of the colonial service. In the past 
three decades, the Hongkong civil ser- 
vice has expanded sevenfold. At pre- 
sent it is 173,200-strong, of which less 
than 2% are expatriates. But though 
they may be relatively few in number, 
expatriates fill nearly all top policy- 
making positions. 

Of the 60-odd government depart- 
ments, more than 50 are headed by ex- 
patriates. As for the 17 policy branch 
secretaries who hold the real reins of 
power, only four are Chinese. In short, 
expatriates occupy more than 80% of 
top government posts. In the police 
force, of the 2,383 officers in the ranks 
of police inspectors and above, almost 
40% are expatriates. It is general 
knowledge that there are certain 
things in government which are “for 
English eyes only.” 


S: the nub of the localisation issue 
always has centred around replac- 
ing high-level civil servants with locals 
wherever possible. Clerks and other 
low-ranking civil servants always 
have been local. Defending the govern- 
ment's localisation policy, Rowlands 
said so long as Hongkong's constitu- 
tional position of being a British 
Crown Colony remained, the policy of 
recruiting British people into the ad- 
ministrative service and the police 
force continued. He stressed such a 
policy was not incompatible with gen- 
eral localisation. 

"Before the initialling of the draft 
agreement, nobody knew what would 
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Therefore localisation had to operate 
on the basis that Hongkong would 
continue to be a British dependent 
territory in the foreseeable future, 
and so we would need a continuing 
British presence here,” said Rowlands. 

Former director of home affairs, 
John Walden, said the main reason for 
the slow pace of localisation was “the 
British basically did not put the same 
degree of trust in the Chinese as having 
the ability to govern as the expatriates 
do." He said the Hongkong Govern- 
ment also felt that if the expatriate 
presence was reduced, it would bring 
into question Britain's determination 
to stay and would undermine business 
confidence. 

Walden said in 1963, as assistant es- 
tablishment officer, he pointed out 
that the local Chinese suspected the 
government was insincere in its pledge 
to implement localisation. This bred 
distrust of British intentions and was 
very costly for the taxpayers as it de- 
terred local people joining the civil ser- 
vice. It was estimated that expatriates 
cost at least 60?5 more than locals. Be- 
cause of the small numbers of locals 
being recruited at that time, a target 
ratio for achieving localisation in all 
grades, while retaining a minimum of 
expatriates to ensure à British pre- 
sence, was recommended. But all the 
recommendations were ignored. 

Another reason advanced for the 
slow pace in localisation in the upper 
echelon of government has been the 
China factor. In his book The Govern- 
ment and Politics of Hongkong, senior 
political science lecturer at Hongkong 
University, Norman  Miners, said 
China “tolerates Hongkong's existence 
only so long as it remains firmly under 
British control and would be unlikely 
to accept a situation in which Britain 
exercised only nominal sovereignty 
while all policymaking posts were in 
fact held by Chinese." 

Rowlands hotly denies this. Whether 
that was true or not, China now 
has repeatedly encouraged Hongkong 
Chinese to take an active part in public 
affairs. This will help to prepare 
capable, "patriotic" — that is, to 
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China — locals who can command the 
respect of the Hongkong people to 
take over the running of the territory 
in the years ahead, Chinese leaders say. 

The question that then arises is whe- 
ther local civil servants are capable of 
taking over from their expatriate col- 
leagues. While there is no desire to de- 
nigrate the locals, doubts have been 
raised about their ability to run the 
show independently after playing sec- 
ond fiddle to expatriates all their lives. 
As one expatriate quipped: “By then 
there will be no more expatriate bosses 
for them to pass the buck to.” 


ne key way of preparing local high 

flyers for senior posts has been gov- 
ernment training scholarships. In the 
mid-1970s, the scholarship budget was 
about HK$1.5 million (US$192,000) a 
year, with the number of scholarship 
recipients fluctuating from 22-30 a 
year. At the beginning of the 1980s it 
went up to more than HK$2 million 
and had increased sixfold by 1984. The 
number of recipients during that 
period averaged around 70 a year. But 
in the present fiscal year, just when 
such training is becoming more neces- 
sary, because of a shortage of funds 
the number has been cut to only 32. 
And it will be even further reduced 
next year. 

Even Rowlands was alarmed at the 
cuts. "Although cash is tight, we are 
going to have to consider investing 
much more in training for the future," 
he said. Significantly in 1980-84, an 
average of 400 overseas officers were 
recruited a year. It has been suggested 
that even a fraction of the money spent 
on hiring expatriates would be suffi- 
cient to train a lot of locals. 

The lack of money to train local of- 
ficers is particularly galling in the light 
of recent revelations that some top 
civil servants earn more than British 
Prime Minister Margaret Thatcher, or 
Foreign Secretary Sir Geoffrey Howe. 
For example, last year, Chief Secretary 
Sir Philip Haddon-Cave's monthly sal- 
ary was HK$48,000, compared with 
the equivalent of about HK$46,500 for 
Thatcher. And at least 25 top civil ser- 
vants earned more than Howe's 


HK$36,316 a month. 
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For Investment 
Banking-Credit Suisse. 


Since its establishment in 1856, 
Credit Suisse has assisted domestic 
and international corporations, gov- 
emments and supra-national 
organizations in successfully floating 
debt and equity issues. Issuers 
throughout the world have come to 
rely on the long-standing experience 
and placing power of Credit Suisse 
for their capital market financing and 
investment needs. And for good 
reasons. 125 years in investment 
banking and its close partnership with 
Credit Suisse First Boston have 
made Credit Suisse one of the leading 
issuing and distributing financial insti- 
tutions in the world. 

Moreover, underwriting specia- 
lists are involved in the latest issuing 
and syndication techniques, are 





working around the clock in an inter- 
national network to meet clients' 
needs and are dealing with clients in 
their own language. 

As borrowers become in- 
creasingly aggressive in tapping inter- 
national capital markets, they are 
relying on the expertise of Credit 
Suisse and its partners for investment 
and commercial banking needs. 
How about you? 





Credit Suisse. Incredibly Swiss. 
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The Far Eastern Economic 
Review is now publishing 
a quarterly index which 
details by country and 
date everything that has 
appeared in the Review. 
The index is available on a 
quarterly basis. Subscribe 
now and each quarterly 
index will be sent to 
you automatically as soon 
as it becomes available. A 
vital research tool, the 
Review index will save 
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more than HK$83 million was paid out 
in pensions to civil servants who have 
reached the official retirement age of 
55 but have been kept on in salaried 
jobs. The result is that more than 5,000 
civil servants are collecting both salary 
and pension at the same time. This in- 
cluded branch secretaries and depart- 
ment heads, many of whom are expat- 
riates. 

The decision to allow senior civil ser- 
vants to serve beyond the age of 55 
often has been cited as one major 
reason for the slow pace in localisa- 
tion. Haddon-Cave and Financial Sec- 
retary Sir John Bremridge are both 59. 
Secretary for General Duties Lewis 
Davies is 61. Secretary for Monetary 
Affairs Douglas Blye is 60. Rowlands is 
58. Home Affairs Secretary Denis Bray 
also is 58. District Administration Sec- 
retary David Akers-Jones, who is tip- 
ped to succeed Haddon-Cave next 
year, is 57. 

Another group responsible for the 
failure of localisation is Umelco (un- 
official members of the executive 
and legislative councils). 
The Executive Council 
(Exco) is the highest 
policymaking body in 
Hongkong, the equiva- 
lent of a cabinet. The 
Legislative Council 
(Legco) is the law-mak- 
ing assembly, though all 
legislation passed must 
be approved by the gov- 
ernor. The unofficials 
are lay advisers to the @ 
government. While they 
may serve in a basically 
consultative capacity, 
they are appointed, 
nevertheless, to reflect 
the views and wishes of 
the community. 


Ithough localisation 

has been an import- 
ant recurring issue in the 
past few decades, it is 
noticeable that Legco has not had one 
single debate on the subject. This, 
to a certain extent, is understandable. 
Being government appointees, the un- 
officials have been staunch supporters 
of a strong British presence. And it was 
such a pro-British mentality which 
dictated their thinking on localisation. 
While they may pay occasional lip ser- 
vice, none of them saw the need to 
press government to proceed faster. 
This, of course, also was related to the 
cosy relationship between senior unof- 
ficials and top civil servants. The unof- 
ficials did not want to embarrass their 
friends by openly criticising sensitive 
government policies. 

Throughout the first half of the 
Sino-British negotiations, the unoffi- 
cials consistently “urged London to 
fight for continuing British adminis- 
tration in Hongkong after 1997. When 
Britain revealed to them in December 
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1983 that this was пс qum. p 
felt deeply betrayed. 

Speaking in Legco on 24 October, 
Exco and Legco member Lydia Dunn 
— herself a Chinese who has been on 
Legco since 1976 — called on the gov- 
ernmnent to identify and train locals 
with potential to become future senior 
officers "perhaps sooner than they 
would have before." 

However, she warned that the 
maintenance of the efficiency and sta- 
bility of the service was just as import- 
ant as the need for accelerated locali- 
sation. "Expatriates have been serving 
Hongkong well, working in harmony 
with an increasing proportion of local 
officers. We must not pursue localisa- 
tion so single-mindedly as to give the 
expatriates the feeling that there is no 
future at all for them," Dunn said. 

The failure to push for early localisa- 
tion by Umelco mirrored, in a way, the 
general apathy in the community. As 
former governor Sir Murray Macle- 
hose reportedly indicated to Walden 
in the 1970s, Hongkong people only 
wanted better welfare services and 


Left to right (top) — Haddon-Cave; Davies; Blye; Bray; 
Akers-Jones; Bremridge: slow pace of localisation. 





were not concerned in having a say in 
government. 

One group which.should be most 
concerned about localisation is that of 
senior local civil servants. Formed in 
1958, the 3,000-strong Senior Non-Ex- 
patriate Officers Association (SNOA) 
claimed they have been fighting for 
more than 25 years. 'Chairman Albert 
Lam, acting deputy. air-traffic general 
manager, said complete localisation 
would not be possible if it only covered 
recruitment and not. promotion. At 
present, promotion is by merit based 
on performance, with the assessment 
normally done by senior expatriates 
who may not be able to keep racial pre- 
judice out of their decisions, Lam said. 
As a result, unequal treatment and 
personal favouritism meant different 
promotion prospeets for local and ex- 
patriate officers. 

"Local officers are peo re of 
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The life of Richard Hughes spanned nearly eight 
decades, most of them spent as one of Asia's leading 
foreign correspondents. And Hughes' world was 
peopled by the memories of those decades. 


It was a world of the hilarious .. . like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


It was a world of the macabre...like the Teikoku 
poisoner who massacred a bank's staff for a haul of 


US$800. 


It was a world of the touching . . . like the slave 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. 
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posts in the government hierarchy, 
which in turn means no on-the-job 
training for them. But such training is 
more vital than any courses provided 
by the civil service or education insti- 
tutes in preparing local officers for top 
positions,” said Lam. Rowlands, how- 
ever, maintained there would be no 
change to the government's policy of 
appointing the best man to the job. 
Some people argue that if the SNOA 
were more altruistic, it might receive 
more support both within the service 
and from the public. To some observers 
and even some civil servants, the 
SNOA's efforts seemed to be concen- 
trated on catching up with the expat- 
riates' perks rather than on the issue of 
localisation as it affects the communi- 
ty. As one expatriate officer put it: 
"The SNOA wants 'expatriatisation' 
for locals, not localisation. " 
Commenting on the perennial de- 
bate between the SNOA and the As- 
sociation of Expatriate Civil Servants 
(AECS) the Hongkong Observers 
pressure group, said: "The issue was 
about pay and perks like paid passage 
back to the expatriate's homeland and 


much longer leave for him to make the 


journey worthwhile. As taxpayers, we 
are not in favour of extending such 
perks to Chinese bureaucrats as well. 
How could we ever justify six-month 
leave periods and passages to Britain 
for them?" 


0 ne way of speeding up localisation 
is to encourage expatriates to re- 
tire early. District board member and 
lawyer Vincent Ko said government 
should do so by providing expatriate 
officers with appropriate compensa- 
tion. Ko’s other suggestion is more 
controversial and amounts to what 
Americans call affirmative action — 
giving local officers preference in 
promotion even though their perform- 
ance may be inferior to that of expat- 
riates “so long as this would not give 
rise to appreciably lowering of the re- 
quired standard.” 

The AECS’ reaction to Ko's sugges- 
tion was as swift as it was predictable. 
“It would be unwise to promote anyone 
who is not of the calibre or experience 
simply because he is local. If Hongkong 
is going to remain an international city 
in the future, it ought to adopt an inter- 
national approach with everybody 
given equal footing,” said AECS 
president John Lambourn, a marine 
officer. 

Despite that, the government may 
well have to start considering compen- 
sating expatriate officers who want to 
retire early. Rowlands said there are no 
such plans yet. In order to avoid the ac- 
cusation that “the British deliberately 
left Hongkong ungovernable, leader- 
less and a house divided,” the govern- 
ment would have to work very hard to 
show that it is sincere in training locals 
to take over the administration by 
1997. п 
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Packer's metamorphosis 


Press baron becomes the chief target of the Costigan report 
which now goes to the director of public prosecutions 


By Hamish McDonald in Sydney 


erry Packer, the Australian press 

and TV tycoon, may or may not 
have read Franz Kafka's classic story 
Metamorphosis. But he may well have 
recognised the experience of the cen- 
tral character: "As Gregor Samsa 
awoke one morning from uneasy 
dreams, he found himself transformed 
in his bed into a gigantic insect. " 

Packer, in fact, has awoken to find 
himself the principal focus of the long- 
awaited wide-ranging crime inquiry 
by the Costigan Royal Commission 
into organised crime, ironically set up 
after revelations by one of his own 
magazines. 

Reading a mass-circulation news- 
paper from a rival stable soon after the 
report was published, Packer without 
doubt saw himself cruelly lampooned, 
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Packer's attitude to the inquiry is at- 
tacked in detail in the first of the 
tabled volumes. 

Costigan reasserts suspicions, put in 
earlier leaked documents, of Packer's 
involvement through business asso- 
ciates in tax avoidance and drug distri- 
bution. He also alleges that a former 
bank manager, Ian Percival Coote, em- 
ployed by a business associate of 
Packer, was murdered. Accusing 
Packer of attempts oi terfere with his 
inquiries, Costigan rejected charges by 
Packer that he was using “Star- 
Chamber" methods and disregarding 
individual rights (REVIEW, 11 Oct.). 

“In my current report I deal with 
many individuals; Costigan said. 
“None of them has ‚гесе ved the rights 
that Mr Packer seeks for himself. Most 
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Packer; Hawke: 'Star-Chamber' methods. Ж 





if not as an insect, then certainly as a 
goanna, one of the more loathsome 
reptiles of the Australian outback. 

He has vigorously fought back to de- 
clare his innocence, through a state- 
ment prepared with top legal counsel. 
He is also said to be preparing defama- 
tion action against the newspaper 
which first coined the code-name 
"goanna" for him. But Packer says 
lasting damage to his reputation has 
already been done. And misgivings 
about the Costigan report have been 
voiced by Prime Minister Bob Hawke 
and several legal personalities. 

Packer's affairs evidently pre-oc- 
cupied Royal Commissioner Frank 
Costigan, a Melbourne Queen's Coun- 
sel, to a degree that some observers 
have found obsessive. Costigan handed 
in a report of 11 volumes containing 
1,650 pages, plus their appendices 
totalling 3,000 pages, and of these five 
volumes were tabled in the Victorian 
state parliament on 1 November. Three 
of the withheld volumes deal with 
Packer and his associates, while 


of them are presently committed for 
trial, or awaiting committal, having 
been charged. They will receive justice 
at that point... matters touching upon 
Mr Packer occur in three principal vol- 
umes and to a lesser degree in some 
chapters in other volumes. In one vol- 
ume my recommendation is that there 
be a further murder investigation fol- 
lowed by an inquest. Mr Packer may 
attend that if he wishes, and he will 
there learn all he wishes to know. In 
another volume I recommend the mat- 
ter be placed in the hands of the direc- 
tor of public prosecutions. Should he 
decide to take civil or criminal pro- 
ceedings, and should they involve Mr 
Packer, he will receive his full measure 
of rights. At no point have I recom- 
mended that his liberty be restricted, 
that his property be forfeited, that his 
name be publicly denigrated.” 

Much of Costigan’s material con- 
cerns the dealings of Packer with a 
Queensland Gold Coast property de- 
veloper, Brian Ray, and another asso- 
ciate, Ian Beames, in land transac- 
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times larger. Costigan has questioned 
cash payments totalling A$225,000 
(US$189,100) from Ray to Packer, de- 
scribed by Packer as an interest-free 
loan to cover sudden gambling debts. 
Packer's withdrawal of A$1 million in 
cash from a bank account in Novem- 
ber 1979 was also queried. 

Packer has repeatedly denied this 
money was invested via Singapore in 
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or that it went to a political party, say- 
ing that he kept it as a "float" in his 
safe to finance his frequent betting on 
horse races without having to bother 
with bank transactions. Packer has 
also said he had a "squirrel mentality" 
and liked to have large amounts of 
cash on hand: Costigan rejected this: 
"Since the amount of cash was measur- 
ed in hundreds of thousands of dollars 
and since he was much experienced 
in matters of finance, I could only 





Judging the judge 


` The high court is shocked by a senate report which says опе of 


their number tried to influence a trial in favour of a friend 


n Australian High Court judge, 
Lionel Murphy, has taken leave 
following a majority finding in a Sen- 
ate Committee inquiry that he could 


— - have attempted to influence the course 


of justice in committal proceedings 
against a friend in a Sydney magis- 
trate's court. 

The decision raises the possibility of 


E] * „ 

_ parliament moving to have Murphy re- 
_ moved from the country’s highest judi- 
cial body, which would require both 


the lower house and the senate peti- 
tioning the governor-general. The 
find- 
ing is reported to 


rest of the seven- 
man high court 
bench and to have 
caused dismay in 


Murphy was for- 


er in the senate 
and attorney- 
general in the 
1972-75 Labor 
government un- 
der Gough Whit- 
lam. Labor- 
oriented lawyers 
praise his often 
lone judgments in 
favour of weigh- 
ing social and 
political factors 
against strictly legal interpretations. 

The committee majority — senators 
Michael Tate (Labor), Austin Lewis 
(Liberal) and Janine Haines (Austra- 
lian Democrats) — found Murphy's 
conduct could amount to “mis- 
behaviour” under a hitherto untested 
provision of the 1901 constitution for 
dismissal of a high court justice. The 
fourth member, Labor senator Nick 
Bolkus, found for Murphy. 

During committee hearings, the 
chief magistrate of New South Wales, 
Clarry Briese, said that in 1982 Mur- 





phy had mentioned the case of his 
friend Morgan Ryan, a Sydney sol- 
icitor, who was facing committal pro- 
ceedings for alleged conspiracy to 
bring in illegal immigrants from South 
Korea and had criticised the charges. 
Over a period, Murphy had said he was 
pushing a pet seheme of Briese to give 
more independence to the state’s magis- 
trates and after mentioning such assist- 
ance at one point had asked Briese: 
"And now what about my little mate?" 

Ryan was nevertheless committed to 
the district court for trial. Two days 
before the trial in 
July 1983 Murphy 
invited the judge 
in the case to din- 
ner and gave his 
views on conspi- 
racy cases. The 
judge had not 
been invited to 
Murphy's home 
before that occa- 
sion nor had any 
close personal 
contact with 
Murphy. 

Two 
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retired 
judges helping 
the committee 
found Murphy’s 
conduct had a 
tendency to per- 
vert the course of 
justice, but dif- 
fered on his in- 
tentions. Former judge John Wickham 
of the Western Australian Supreme 
Court was harshly critical of Murphy, 
accusing him of attempting to “sow the 
seeds of bias” in favour of Ryan. 
Murphy did not appear before the 
committee, which his counsel called a 
“farce.” In a short statement after the 
finding Murphy said he would not re- 
sign or step aside, but would take leave 
from the few court sittings remaining 
this year. “I have not committed any 
misbehaviour,” Murphy said. 
— HAMISH McDONALD 
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manager of a "Ebbene suburban 
branch of the Westpac Banking Corp. 
which had financed a property deve- 
lopment by Ray and Packer. Coote 
later resigned and went to work for 
Ray. On 16 December 1982, he died of a 
shotgun wound at close quarters, and 
an inquest found he had committed 
suicide. Costigan says that subsequent 
forensic evidence indicates the shot 
was fired from a point too far for Coote 
to have pulled the trigger himself. “I 
am satisfied it was murder," Costigan 
said in his report, following which 
Queensland police have re-opened the 
case. 

In the second round of detailed as- 
sertions of his innocence, Packer ac- 
cused Costigan of smearing him with 
guilt by association and innuendo. “I 
am confident that . . investigations 
wil conclude that I have done no 
wrong," he said. “I will give the utmost 
cooperation to any law enforcement 
agency which is conducting such in- 
vestigations, I have nothing to hide." 


ostigan's concentration on Packer 

may actually serve to weaken the 
overall thrust of his report, which 
charges that organised crime has now 
got the better of police authorities in 
Australia. Citing large-scale drug 
rings, intimidation tactics in trade 
unions and the nationwide integration 
of illegal book-making, Costigan said 
the balance could hardly tilt further in 
favour of the big-time criminal. 

He argued that enforcement au- 
thorities had to be given sweeping 
powers to follow money trails through 
banking systems at home and abroad 
and to have access to taxation records 
so that sudden and unexplained 
wealth could be pinpointed and inves- 
tigated. This was the kind of strategy 
Costigan and his staff of 80 inves- 
tigators used during their four years of 
inquiry. The Royal Commission built a 
huge computer data base and de- 
veloped software that allowed correla- 
tions to be picked out of widely as- 
sorted cases. 

The free range Costigan allowed 
himself from his original brief to inves- 
tigate a corrupt waterfront union in 
Melbourne took him through a maze of 
criminal activity reaching many sec- 
tors of Australian society. The chief re- 
sult so far has been the closure of a tax 
loophole whereby shelf companies 
were sent "to the bottom of the har- 
bour" — their ownership and status 
hopelessly muddied — after investors 
reaped huge tax deductions. The tax- 
ation office has already recouped 
about A$25 million from users of such 
schemes and ultimately stands to gain 
hundreds of millions more, while 
about 600 prosecutions have been 
launched. 

However, Costigan is also under at- 
tack for the publication of names of 
those, such as Packer; who at this stage 
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den e merely under pap a awke 
d this was “normally neither correct 
И principle nor effective in final re- 
2 i sult.” (Although he felt it breaċhed 
суй liberties, Hawke said he does not 

| deletion of names from Costigan's 
a . tabled material. This could have re- 
- opened charges by opposition leader 
Andrew Peacock that he was protect- 
ing criminals.) The Victorian Council 
of Civil Liberties said Costigan had 
— mounted an ominous crusade which 
— made serious intrusions into the rights 
- of citizens. “People’s reputations are at 
"stake," said council president and 
Queen's Counsel Ron Castan. "If they 
are going to be named they are entitled 
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p Charles Smith in Tokyo 


s if to show who is in control after 
an unseemly wrangle on 3-4 
- November over his re-appointment as 
_ leader of Japan's ruling Liberal Demo- 
cratic Party (LDP), Prime Minister 
Yasuhiro Nakasone lost no time in put- 
Bin: together a new cabinet. The third 
—Nakasone cabinet, announced less 
—than 24 hours after its leader's confirm- 
— ation in office, contains 14 new faces 
ut also a good many rather old ones. 
Notable among the latter are Foreign 
ter Shintaro Abe and Finance 
Minister Noboru Takeshita, both of 
ы whom were retained for third terms in 
— the same positions. 
Another who stays is Toshio 

— but he was demoted from his 
' former position as director-general of 
k the Economic Planning Agency to the 
= relatively humble post of director-gen- 
eral of the Okinawa Development 
Agency. As a consolation prize, 
. Komoto, leader of the LDP's fifth 
. largest faction, was given the job of 
m representing Japan in international- 
— trade negotiations. This could prove to 
— be an active assignment given that 
- trade frictions between Japan and the 
US probably will surface again after 
the US presidential election. 

New members in the cabinet include 
_ the first woman to hold office in 22 
— years — 71-year-old Shigeru Ishimoto, 
_ appointed state minister in charge of 
environmental affairs — and a 45- 
E n former diplomat, Koichi 

to, who becomes director-general of 

the Defence Agency. Since men under 
50 rarely get appointed to cabinet 
posts, the choice of Kato for the de- 
fence job raised a few eyebrows and 
even provoked speculation that a new 
star may have joined the LDP's galaxy 
of aspiring future leaders. 

A member of the faction headed by 
former prime minister Zenko Suzuki, 
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` New and old faces 


` Prime Minister Nakasone forms a new cabinet, bringing in 
- some new blood and balancing LDP faction allotments 


| to all the rights of natural justice a 


due process. " 

Packer's fight to preserve his reputa- 
tion will continue at the pace of inves- 
tigations now in the hands of the Na- 
tional Crimes Authority, which takes 
over from the Costigan commission 
and other authorities. In April 1985, he 
faces a crucial test of that reputation 
when the Australian Broadcasting Tri- 
bunal conducts its regular review of 
his licence to operate his TV stations in 
Sydney and Melbourne, the corner- 
stone of his business empire. Section 
86 of the Broadcasting and Television 
Act requires any such licence holder to 
be “a fit and proper person." п 





Nakasone and new cabinet: wasting no time. 


Kato served under late prime minister 
Masayoshi Ohira as deputy chief 
cabinet secretary, a non-cabinet post. 
He may find he is in a hot seat at the 
Defence Agency since the question of 
whether or not Japan can continue to 
contain annual defence spending 
within 1% of gross national product 
will be a crucial issue during the sec- 
ond Nakasone administration. 


I: terms of the balance between 
intra-party factions, the new 
Nakasone cabinet follows the pattern 
set by its predecessor of awarding six 
posts to the big faction led by former 
prime minister Kakuei Tanaka — 
which boasts nearly 120 members in 
the upper and lower houses of the Diet 
— four each to the Suzuki and 
Nakasone factions and the faction 
headed by former prime minister 
Takeo Fukuda, and two to the anti- 
mainstream faction. led by Komoto. 
The award of a single cabinet post — 
that of labour — to a member of the 
New Liberal Club (NLC), a conserva- 








In the short period between his own 
appointment and the announcement of 
the cabinet line-up, Nakasone came 
under pressure from some of his senior 
party colleagues to drop the NLC from 
the cabinet and try, instead, to lure in- 
dividual NLC members back into the 
party in exchange for promises of fu- 
ture office. Nakasone seems to have 
dismissed this idea out of hand. 

If the factional balances were 
scrupulously observed in Nakasone's 
new cabinet line-up, the same could 
hardly be said of appointments to 
party executive posts where the 
Tanaka faction got two jobs while the 
Suzuki and Fukuda factions had to be 
content with one each. Nakasone's re- 
tention of his main rival for the leader- 
ship, Susumu Nikaido, as LDP vice- 
president coupled with the appoint- 
ment of Shin Kanemaru to the key post 
of party secretary-general, elicited 
screams of annoyance from the 
Fukuda faction, the group within the 

LDP which takes 
the strongest excep- 
tion to the wheeling 
and dealing of 
Tanaka and his as- 
sociates. 

In the end faces 
were saved by a 
purely cosmetic sol- 
ution to this prob- 
lem. Kanemar u was 
asked to "resign" 
from the Tanaka 
faction for the du- 
ration of his term as 
secretary-general, 
though nothing ap- 
parently prevents 
him from staying as 
closely in touch as 
ever with Tanaka. 
In return, Masayuki Fujio, a Fukuda- 
faction member who holds the post of 
chairman of the Policy Affairs Re- 
search Council, graciously agreed that 
he too would suspend his factional al- 
legiance. 

With Nakasone back in office for a 
second, and final, two-year term as 
president of the LDP, interest has 
started to shift to the question of who 
may succeed him in the last months of 
1986. Three front-runners for the suc- 
cession, Takeshita, Abe and Kiichi 
Miyazawa, chairman of the LDP exe- 
cutive council, all figure in the new 
cabinet line-up or in the revised party 
hierarchy in jobs of roughly equal im- 
portance. 

The way each man performs over the 
next couple of years clearly could help 
to swing support for or against him. 
But, as in previous LDP leadership 
contests, this may not be the crucial 
factor. In 1986, the man who makes it to 
the top once again could turn out to be 
the candidate who has the support of 
Tanaka, the LDP o x ipe 
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A boom in rumours 


After Jakarta was rocked by explosions from a military ammunition 
dump, speculation has linked this with other recent violence 


By Susumu Awanohara in Jakarta 


Е xplosions at a marine corps ammu- 
nition depot in Cilandak, south 
Jakarta, lasting for several hours dur- 
ing the evening of 29 October, killed at 
least 15 people and forced thousands of 
others to evacuate their homes. Com- 
ing amid major unexplained fires and 
indiscriminate bomb threats, there 
was a tendency to suspect that the ex- 
plosions had been premeditated. But a 
week after the incident, the command- 
er of the armed forces, Gen. Benny 
Murdani, denied such speculation, 
Stating that the incident stemmed from 
an “ordinary fire.” 

At a press conference, Information 
Minister Harmoko refused to speculate 
on what had touched off the explo- 
sions. Some suspect sheer negligence. 
In fact, “Sukarno’s bombs in Cilan- 
dak” — so described because most of 
the explosives dated back to the days 
of former president Sukarno's rule — 
had become a dangerous nuisance. 

Some fear that the explosions were 
set off deliberately and that even peo- 
ple belonging to the marine corps, or 
the establishment generally, may have 
been involved. Inevitably, it is remem- 
bered that many marines under the old 
order were ardent Sukarno loyalists 
and sympathisers of the Indonesian 
Communist Party (PKI) After the 
aborted communist coup attempt of 
1965, the marine corps (like most other 
organisations) was purged of sus- 
pected communist influence, drasti- 
cally reduced in size and importance in 
the army -dominated armed forces and 
incorporated into the navy. But ever 
since the bloody rioting by a Muslim 
mob in the Tanjungpriok harbour area 
in September, top security officials 
have been hinting that the PKI may be 
back in action. 

"Extremists on the Right and Left" 
(radical Muslims and the PKI) are usu- 
ally blamed for unaccounted-for vio- 
lence and terror. Given the suspicious 
mood of Jakarta today, some marines 
may also be implicated, some people 
believe. One retired marine officer has 
been identified among the alleged Tan- 
jungpriok ringleaders without known 
backgrounds as Muslim activists. 
There is also a prominent ex-marine 
officer among the oppositionist Peti- 
tion of 50 group — an organisation 
which has been accused by the govern- 
ment of encouraging extremist actions 
and a member of which (a Muslim ac- 
tivist) is being detained for his alleged 
involvement in the 4 October bomb 
explosions in Chinatown. 

But Murdani firmly denied rumours 
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September violence; Cilandak HQ: speculation is rife. "^5 ** 


that the Cilandak explosions had been 
premeditated, that there were deaths 
among the marines and that some 
marines were being investigated in 
connection with the incident, when he 
inspected the marine arsenal for the 
second time after the disaster, on 5 
November. 


O n 22 October, Sarinah Jaya, a large 
department store in a well-to-do 
south Jakarta suburb, owned by a 
pribumi (indigenous Indonesian) busi- 
nessman, was destroyed almost com- 
pletely by fire. The department store 
had received a threatening telephone 
call the night before. On 29 October, a 
three-storey restaurant and entertain- 
ment complex in Jakarta’s Chinatown 
also was gutted by fire. On 2 Novem- 
ber, Liberty, a new shopping centre in 
Jogjakarta inaugurated just 24 hours 
earlier, was gutted by another fire. 
Eyewitnesses said there was an explo- 
sion before the fire started. The follow- 
ing day, security guards and passers- 
by successfully put out a fire at 
Mataram Theater, the biggest cinema 
in Jogjakarta, where a petrol bomb 
was found at the site. In the absence of 
convincing explanations, conspiracy 
theories about these fires are wide- 
spread. 

Twice in one week, Wisma Metro- 
politan, an expensive office building 
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belonging to the family of Liem Sioe 
Liong — the Chinesetycoon with close 
links with President Suharto — was 
evacuated, once because a fire alarm 
went off and the second time of a bomb 
threat. There are few prime office 
buildings in Jakarta which have not 
received bomb threats in the past few 
weeks. Some hotels and at least one 
embassy — Australia’s — received 
similar calls and were evacuated. 

There is a strong feeling that not all 
of these activities are linked and coor- 
dinated. Another feeling is that, if in 
fact they are, there has developed a 
serious anti-government movement 
without the government's knowledge. 

Meanwhile, the authorities disclosed 
that one of the three Chinatown explo- 
sions of 4 October, which damaged a 
shopping centre, had) originally been 
meant for the head ‘office of Liem's 
Bank Central Asia (ВСА): The two other 
explosions hit BCA branches. The per- 
petrators changed their target because 
security was too tight at the BCA head 
office, the authorities said. 

The weekly magazine 
Tempo identified Rach- 
mat Basuki and Tasrif — 
members: of the Ka'abah 
Youth Movement (GPK) 
formed in 1982, ironi- 
cally, on the initiative of 
the. pro-government top 
leaders of the Muslim po- 
litical coalition United 
Development Party — as 
masterminds of the 4 Oc- 
tober BCA explosions. 
The article said they had 
planned the blasts in retaliation for the 
Tanjungpriok casualties. Amir Biki, 
who led the Tanjungpriok rioters and 
was killed in the confrontation with 
police and troops, also was a member 
of the GPK and a.close friend of 
Basuki, Tempo said. 

The Islamic community sees the likes 
of Basuki and Tasrif as "anarchists 
and mercenaries," who may have had 
Islamic struggle in mind at the start 
but who have been corrupted through 
lack of religious devotion and through 
contact with outside political groups 
and agents. The feeling is that most 
"anarchist, mercenary" groups are 
thoroughly penetrated by security 
agents and that the authorities are not 
excessively worried about them. 

But there could: emerge new ex- 
tremist groups which àre not known to 
the authorities, some analysts say. 
There are already rumours that some 
Muslim youths, deeply disappointed at 
the unwillingness of the Petition of 50 
and other critics of the government to 
lead an open struggle against it, have 
formed an organisation of their own. 
Foreign-inspired groups also are pre- 
sumed to exist though very little has 
been heard from them so far. Some In- 
donesian youths are said to have gone 
to Libya for training via Malaysia, and 
sources say one of them has been impli- 
cated in the BCA explosions. п 
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Why sponsors of major projects 


retain The Morgan Bank as 
export-import finance advisor 
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Shown at one of Iceland's remote hydroelectric stations are, from left, David Wheeler of Morgan's London office; George Cashman, 
New York-based head of the bank's Multisource Export Finance group; and Ingvar Bjórnsson, senior engineer with Landsvirkjun. 


Most major projects— from giant energy 
plants to mass transit systems— require 
large amounts of equipment, materials, 
and engineering and construction serv- 
ices from sources around the world. 

Arranging the best financing of these 
goods and services is vital to a project's 
success, and an experienced export- 
import financial advisor can make the 
difference. 

The Morgan Bank has a long history 
of successfully negotiating export financ- 
ings for governments, government 
agencies, and corporations worldwide. 
We deal knowledgeably with suppliers, 
their banks, and export credit agencies 
so that sponsors will obtain the lowest 
interest rates, the longest repayment 
periods, the best terms and conditions. 


When a client retains Morgan's Mul- 
tisource Export Finance Group, we will: 

1 Help prepare the financial section 
of the bid documents. 

[ ] Analyze all bids in all currencies 
and reduce them to a common cur- 
rency for comparability. 

1 Use a proven computer model to 
calculate present values and internal 
rates of return relative to interest rates, 
contract prices, currency alternatives, 
grace periods, repayment periods, fees. 

[ 1 Help design and conduct a nego- 
tiated bid process. 

L] Structure currency swaps, inter- 
est rate swaps, long-dated forward 
exchange contracts, currency options, 
and delayed rate settings to minimize 
risk and reduce borrowing costs. 


The Morgan Bank 


1 Simplify loan documents when 
lenders are from different countries. 

L] Implement financial plans with 
disbursement procedures, letters of 
credit, and money transfers for timely 
receipt and payment of funds. 

Landsvirkjun, Iceland's national 
power company, has retained Morgan 
to advise on its $120 million Blanda 
hydroelectric power project— with over 
100 separate bidders. Other recent 
clients: an Asian mass transit system, a 
European airline, a multinational petro- 
leum company. 

To discuss your project, call your 
Morgan banker, or George D. Cashman, 
Vice President, Multisource Export 
Finance, Morgan Guaranty Trust Com- 
pany, 23 Wall Street, New York, NY 10015. 
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Nathan Rothschild, founder of the British branch: the competitic 





By Anthony Rowley in Hongkong 
merchant-banking revolution is taking place in Lon- 
don (where such institutions were founded) and to 
some extent in New York and in Tokyo — not to men- 

tion places such as Sydney and other second-rank financial 

centres. If it is sometimes difficult to understand just what 
this revolution entails that is probably because the def- 
inition of merchant banks varies from country to country. 

Everyone in the City of London knows what is meant by the 

term, but New York investment bankers or Tokyo securi- 

ties-house dealers hardly think of themselves as merchant 
bankers, even if that is what they are in effect. 

Soon the differences will become academic anyway. The 
new financial conglomerates which are growing up in New 
York and Tokyo — and ironically, fastest of all in London 
the erstwhile bastion of tradition and single capacity — 
will embrace the functions of merchant and investment 
banks as well as securities houses. The reason for this is 
that the sheer size and globalisation of 
capital markets now requires multi-func- 
tional players to exploit it. 

The forms of debt financing available to 
countries and to corporations are becoming 
much more sophisticated and equity is com- 
ing to play a much bigger role alongside 
debt. The merchant-banking revolution is 
a function of this more fundamental change 
and the banks of the future will need to deal 
as readily in equity as in debt and as easily 
in secondary as in primary markets. 

The explanation for what lies behind the 
so-called merchant-banking revolution 
starts (but does not end) in London. Com- 
petition is nothing new for merchant banks 
there: they were slugging it out a century 
ago with archetypal institutions such as 
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Revolution in the marketplace 


Barings and Rothschilds jockeying for position. But the 
competition the British merchant banks (known also as ac- 
cepting houses and issuing houses) face now from across 
the Atlantic, where J. P. Morgan's bank was only just 
emerging a century ago, is quite different 
Financial muscle and placing power have become the 
name of the game and if London merchant banks have in 
the past been able to shrug off their lack of the former with 
the claim that their skill was in mobilising other people's 
capital, they cannot as easily ignore the second shortcome 
ing. It is essential to be a market maker as well an under 
writer nowadays. Hence the rush by London merchant 
banks (as well as by British and foreign commercial banks) 
to buy slices of British stockbroking and jobbing firms 
since restrictions on this form of liaison were eased a couple 
of years ago 
The five big London stockjobbing firms have agreed 
links with merchant banks: Ackroyds with 
S. G. Warburg, Smiths with N. M. Roths- 
child, Pinchin Denny with Morgan Gren- 
66 fell, Bisgoods with County Bank and Wedd 
70 Durlacher with Barclays Bank. To give а 
73 few more examples, Kleinwort Benson has 
75 bought a slice of stockbroker Grieveson 
78 Grant while County Bank has acquired 
85 stockbrokers Watson and Co. in Hongkong 
87 and County's parent, National Westminstet 
88 has bought a stake in brokers Fielding New- 
92 son-Smith. This is not to mention trans- 
95 Atlantic links between such as Citicorp's 
100 takeover of London broker Vickers da Costa 
101 which has very important Tokyo links 
Charles Villiers, chief executive of 
County Bank and a well known name in the 
City of London, put the situation into per- 
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yective in a recent speech. Villiers set 
out the “main rationale for the greater 
involvement of the merchant banks in 
the securities industry." 

London, he noted, houses only the 
third-largest capital market in the 
world. “New York is four times as big 
and Tokyo is twice as big. Who are the 
main players in the two principal capi- 
tal markets? In the first it is the invest- 
ment banks and in the second the secu- 
rities houses. If we accept that capital 
markets are going to become more 
global — and there is no doubt that the 
Japanese, the Americans and the con- 
tinental Europeans have already as- 
sumed they will — then we [in London] 
have to take into account how business 
is done elsewhere.” 

Villiers went on to point out that Bri- 
tish merchant banks operate only “on 
the edge of" their domestic capital 
market, their role being restricted to 
that of underwriter and sponsor in the 
primary markets. All their main com- 
petitors elsewhere have a "strong base 
in their own domestic capital markets 
— in all aspects of the securities mar- 
kets, underwriting, market making 
and distribution." There remains one 
major constraint on the institutions of 
New York and Tokyo, in that the Glass 
Steagall Act in the former and Article 
65 legislation in Japan mean. that 
broker-dealers cannot act as banks, a 
division which does not exist under 
British law. 


hese invisible walls, set up in the 
T United States to protect in- 

vestors in the wake of the great 
crash 50 years ago and copied in post- 
war Japanese legislation, are slowly 
being eroded. Financial conglomerates 
operating as holding companies are 
performing banking and securities- 
dealing functions in the US, while Ja- 
panese securities houses are doing 
banking overseas just as Japan's banks 
are dealing in stocks. Reform seems 
only a matter of time. 

The limiting rulein London has been 
over single-capacity functioning as a 
stockjobber (market maker) and stock- 
broker (securities dealer). This is a re- 
quirement of the Stock Exchange — 
not a law — and is likely to go the same 
way as fixed commissions by 1986 
London brokers have grown fat on 
these commissions and have not 
needed to charge for investment ad- 
vice. A more limiting factor for British 
brokers has been their lack of capital 
arising, as Villiers suggested, out. of 
their partnership structures and tax 
situation. Alliances with merchant and 
other banks should rectify this: and if 
it becomes possible, as seems likely, to 
perform underwriting, market making 
and distribution in London the dis- 
tinction between brokers and mer- 
chant banks or investment banks will 
disappear. So will the limitations on 
British financial institutions’ interna- 
tional operations. 

British merchant banks' and brok- 
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Goldman Sachs US$700 million while in each of the four 
top Japanese securities houses — Nomura, Daiwa, Nikko 
and Yamaichi — it is over US$2 billion. London institu- 
tions cannot muster this sort of financial muscle. 

John Bond, acting chief executive of the Hongkong and 
Shanghai Banking Corp.'s merchant bank subsidiary, 
Wardley, also has a firm view on the future of merchant 
banking. With negotiated brokerage in London, British in- 
stitutions will be able to take large lines of stock on to 
their own books and sell them down later, just as US invest- 
ment banks do. “Instead of forming an underwriting syndi- 
cate, you take the whole thing yourself and then place it 
out,” explains Bond. This is tantamount to taking an equity 
risk so institutions will need suitably strong balance sheets. 
“This is where merchant 
banks are going to — they 
will no longer just be 
mediators." He adds: "In fu- 
ture, deals will increasingly 
be put together by merchant 
banks linked to commercial 
banks and secured on the 
parent company's balance 
sheet." 

The question of conflict of 
interest looms large in what 
is going on in London at pre- 
sent, just as it will figure in 
the ultimate decision in the 
US and Japan over whether 
or not to reform Glass- 
Steagall and Article 65. As 
Villiers put it: "There is an 
obvious fear that the invest- 
or will get a worse deal if he 
feels that he is buving from 
somebody who has a posi- 
tion to get rid of. I do not 
know that this has really 
been borne out in New York. 
I do not believe that there is 
strong evidence that invest- 
ors in New York feel they get 
a worse deal than investors 
in London. At the end of the day, it is price that counts. " 
More tellingly, Villiers added: "The secret of avoiding the 
abuse of conflict of interest is that there should be full dis- 
closure. I hope that this will be the emphasis rather than the 
artificial separation of activities.” 

In Japan as in the US, things are different from London. 
As Nobomitsu Kagami, adviser to the president and chief 
economist of Nomura Investment Management Co. (Nimco) 
put it to this correspondent: “Conflict of interest awareness 
is not so strong in Japan.” The securities houses both sell 
securities and take major positions in them. Likewise, the 
division between accepting banking deposits in a fiduciary 
role and underwriting securities is seen as a rather artifi- 
cial distinction and a function of US rather than Japanese 
financial ethics. 

Japan has neither merchant banks nor investment banks 
as such, though the securities houses are now carrying on 
the functions of both overseas, if not yet at home. And the 
city (commercial) banks and long-term credit banks are in- 
creasingly poaching on securities houses’ turf in foreign 
markets. It seems only a matter of time before the position 
is regularised in the Japanese market too, though there will 
be much Japanese-style compromise or horse-trading in 
the process. 

Securities houses have long depended on broking com- 
missions as their principal source of income because offi- 
cial guidance in Japan did not allow them to charge for in- 
vestment advice even if they gave it. This partly accounts 
for the unfortunate reputation the Japanese securities 
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houses have вара: 
clients’ investment p Ae: — and for the lack o 
search. A new Invest Advisory Act is likely to. 
this soon, permitting a ‘ted number of companh 
give and charge for inde: nt advice. This should № © 
prevent any recurrence oft cent Toshi Journal абата s 
which a monthly investment-fipping sheet was able to alt= 5 
tract huge sums of money КА all investors when it of 
fered advice and fund ma Their savings went 
down with the Toshi Journal but it pointed up the abysmal 
lack of a solid investment advisory and management indus- 
try in Japan. 

A number of institutions will also be permitted to carry 
out discretionary management of funds, including pension — 
funds, in Japan shortly. This will end the - 
monopoly which twgst banks currently — 
have in the pension-füue business. It will 
also considerably stremgt? 


rapidly turning over (0, 













number of new such licerig@s 
be on offer. Again this wile 
further dismantling of so-calle 


walls betw een institutions and 


ne area in which the merchant or 
О investment banks of the future — 

maybe superbank is the best de- 
scription — will be active is in the under- 
writing and placing of Eurobonds. Cur- 
rently only a small part of the total s 
Eurobond market, the Euroyen bond, 
seems certain to become a much more” 





world capital markets in future, as a re- 
sult of recently agreed liberalisation mea- 
sures in Japan (REviEW, 1 Nov.). And, as 
the authoritative Japan Financial Report 
commented recently, various historie 
trends are “conspiring to propel Japanese 
banks into the forefront of international 
merchant banking.” 

This began in the late 1960s with consortium arrange- 
ments with European banks and was followed in the 1970s 
by partnerships with US banks. After that came official 
permission for Japanese banks to set up on their own over 


seas, since when they have moved into securities-type busi- = 


ness and developed various strategies for tackling mer- 
chant bank-type business 

Where do the continental European merchant banks 
come in all this? They do not exist as such, except perhaps 
in the shape of the French banques d'affaires and the Ger- 
man universal banks. In any case, as Charles Villiers put it; 
the *more centralist tradition" in Europe and the "greater 
urge for non-disclosure" has worked against others copy- 
ing their model. “I do not see the threat of competition from 
Europe [being] as great as that from the US and Japan,” he 
added. 

Not all merchant bankers are sanguine about the impact 
of changes now taking place. “You cannot expect to have 
all forms of expertise under one roof,” commented one to 
the REVIEW. But the conventional wisdom is that expressed 
by Hugh Trenchard, chief representative in Tokyo of Klein- 
wort Benson: “The fragmented nature of the London mar- 
ket has meant that British institutions were strong in one or 
two areas while our competition in the US and Japan could 
offer evervthing. Returns available in securities-related 
business and fee-earning business are greater than in 
banking. You only have to look at the comparative growth 
rates of US commercial and investment banks to prove 
that.” The way of the future seems clear. п 
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MERCHANT BANKING ‘8h 
OLD 


To own it‘costs 





you US $40 
an ounce a year 


By Robert Valentine in Hongkong 
W hile gold has certainly had a dismal year to date, 






Far East traders have had little on balance to com- 

plain-about during 1984. Indeed, regional physical 
business soared.to record peaks in the first six months of 
1984, thotigh there was a considerable fall-off in paper-gold 
transactions. Specifically, gold imports into the Far East 
for the first six months of 1984 approximated more than 
US$2.5 billion at current prices, up nearly four-fold from 
the same period in 1983; and nowhere has the increase been 
more pronounced than in Hongkong where imports have 
soared more than 10-fold to above US$750 million in value. 
Given the higher margins avail- 
able in physical markets, this in- 
crease has to some extent cushion- 
ed the decline in volume on paper- 
gold transactions in the region — 
which still, nevertheless, com- 
fortably exceed US$200 million a 
day. 

Clearly, demand has been con- 
siderably stimulated by falling 
prices — down about 20% on 
average 1983 prices and coming 
close to levels not seen since mid- 
1979 — and, at the time of writ- 
ing, there appears to be no good 
news on the horizon. Indeed, cur- 
rent prices of less than US$350 an 
oz are the lowest in real terms 
since 1980 and, with interest rates 
at around 12% a year, the present 
investor in gold is still losing 
about US$40 an oz a year for the 
privilege of holding the yellow 
metal. y mm 

Reasons for the sharp decline in | aA ERA 
gold prices are not hard to find 
and they relate both to overall 
economic factors and specific 
movements in components of sup- 
ply and demand. In economic 
terms, the main restraint on gold 
prices has been the stubborn fail- 
ure of inflation to revive in the 
non-communist world this year, 
following earlier forecasts that 
the United States economy would become overheated by 
the autumn months. In fact, the economy now appears to be 
slowing down on schedule and there are little, if any, signs 
of a revival in inflation. Indeed, the latest figures for the US 
give a projected inflation rate for 1984 of 4-41/2%, a far cry 
from earlier estimates of some 8% by year-end. Thus the 
purchase of gold as a hedge against inflation has not made 
much economic sense in recent years and this continues to 
be a factor in falling prices. 

Allied with the lack of inflation, interest rates remained 
at stubbornly high real levels. Yields of 12% and more are 






t 





\ tacts 
"e 


Krugerrand: highest-ever 





Robert Valentine is Director, Republic New York Corp.. New York 
66 


| x Сор, 
in July, 26% 


——senc—— ee — 
= 


- 


easily obtainable on first-class bond issues and thus the in- 
ventory carrying costs of gold become prohibitively high, 
particularly when there appears to be no inflationary 
rationale in purchasing the metal in the first place. Of 
course, high interest rates should, in the long term, signal a 
revival in inflation; but they are also signalling other prob- 
lems, such as a significant deregulation within the US fi- 
nancial system and the competition for scarce credit re- 
sources generated by the huge US budget. Most comment- 
ators expect interest rates to remain high for the remainder 
of the year and thus no respite is seen for gold from this 
source. 

Underlying all these factors is the stubborn strength of 
the US dollar. As Consolidated Gold Fields have pointed 
out in their excellent annual review Gold 1984, if any single 
factor can be held responsible for the dullness of the gold 
market recently, it must be the strength of the US dollar. 
"Not only was it the cause of the higher average price of 
gold in terms of most other currencies, depressing demand 
for fabrication, but in itself, the dollar became a more at- 
tractive asset to many of those who might under other cir- 
cumstances have been expected to buy gold." 

Unfortunately, the US dollar shows no signs whatsoever 
of weakening at the time of writing. The twin US deficits on 
budget and trade accounts are routinely ignored and the 
dollar moves from strength to strength aided and abetted 
by a fundamental perception of the underlying political 
and economic strength of the US in an uncertain world. It 
also helps that interest rates re- 
main high and, in after-tax terms, 
lő they recently moved 30% higher 

following the abolition of US in- 
i terest- withholding tax on foreign- 
bond purchases. 

On the supply/demand side, 
there is also little of comfort to be 
seen. In normal market condi- 
tions, demand tends to exceed 
supply on a year-to-year basis, if 
both fabrication and hoarding are 
taken into account, However, the 
pattern changed in 1983 when, 
due to a further increase in the 
supply of new gold, the slow pace 
of jewellery off-take and the con- 
siderable volume of dis-hoarding 
and net official sales, a surplus of 
some 200 tons of gold — or about 
15% of new gold production — 
became available in the market, It 
does not appear likely that this 
situation will show much change 
in 1984, though official sales 
should decline somewhat and 
Soviet gold sales could remain de- 
pressed around the 1983 levels of 
only 60-70 tons. On the other 
hand, the strong physical demand 
mentioned earlier should under- 
pin prices to some extent. 

Overall, therefore, the outlook 
for the gold price is not at all en- 
couraging. Inflation will no doubt 
revive sooner or later and any decline in the heavily over- 
valued US dollar should help matters by improving fabri- 
cation demand and reducing the attractiveness of US dol- 
lar instruments as high-yielding investments. However, 
even the most avid gold bugs have now retreated from their 
normal position of forecasting an imminent rise in price; 
the best that can be said is that current market levels possi- 
bly provide a reasonable basis for consolidation and mod- 
est price increases can be expected to take place by mid- 
1985. However, it is most unlikely that gold will even ap- 
proach the dizzy heights of 1980 — when it averaged more 
than US$600 an oz — for the foreseeable future. 

Despite the gloom and doom pervading world gold mar- 
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TO REACH ITALY. 


Banco di Roma is the best way to reach the Italian 
business community. Our expert staff can imme- 
diately help you solve any problems you may have 
wherever they arise. 

All our services are backed by 100 years of expe- 
rience and by a reputation of which we at Banco di 
Roma are justly proud. 

As both a national and international organiza- 
tion, Banco di Roma is deeply involved in Italian 
import and export activity, using the most sophisti- 
cated financial techniques: currency and interest 
rate swaps, short and long-term ECU financing, 
floating rate note issues for international borrowers 
The bank is also at your service as an adviser for 
foreign investments in Italy. 

From the financing of important projects to the 
sdlution of short-term cash flow problems, Banco di 
Roma has the key to all of these. 

And when you deal with Banco di Roma, you 
receive more than just the services of a great inter- 
national bank, you get the warm and open-hearted 
touch of Italy. 
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kets in general, Far East markets have certainly not been 
inactive. In Hongkong, gold imports soared more than 10- 
fold for the first six months of 1984, compared with the 
same period of 1983, from approximately 6 tons to an as- 
tonishing 68 tons. The reasons for this sudden boom are not 
hard to find, including 1997 jitters, relatively low prices 
and increased local refinery capacity. 

Looking at coinage markets, Krugerrand sales in Hong- 
kong in July comprised vy inda 26% of worldwide 
sales, while overall demanhd-for the year to date is already 
close to double the f or the whole of 1983. Within 
Hongkong, the loco-London international market con- 
tinued to dominate dealings, with the Chinese Gold and 
Silver Exchange coming a close second. However, the gold 
futures market on the Hongkong Commodity Exchange 
continued to attract only negligible interest. 

In Singapore, business also remained extremely brisk, 
with total imports for the first six months of 1984 running 
close to the total figure for 1983 at some 47 tons (adjusted 
for government transactions). However, exports dropped 
to negligible levels, with regional investors preferring to 
hang on to the metal until prices improve. On the futures 
markets in Singapore — unlike Hongkong — the revamped 
“Singapore International Monetary Exchange (Simex), 
which started gold operations on 5 July, managed to gener- 
ate d respectable level of futures turnover with some 14,000 
lots traded in July, rising to 19,500 lots in August. 

In contrast, the Hongkong Commodity Exchange traded 
only 6,100 lots of gold during the entire 12 months of 1983. 
With Singapore gold-futures turnover now running at 
some 36 times Hongkong levels, clearly there are some les- 
sons to be learned in Hongkong. However, if it is any conso- 
lation to the Hongkong Commodity Exchange, it is by no 
means bottom of the futures league; this prize belongs to 
Sydney, with current annualised turnover down under 
running at barely 1,000 lots (of 50 oz), compared with some 
27.000 lots in 1983 (and 230,000 in 1980 when the Austra- 
lian markets discovered gold arbitrage). 


performer, with imports for the first seven months of 

1984 totalling some 114 tons, three times 1983 levels. 
Efforts to establish an international market in Japan con- 
tinue to develop and public interest in gold achieved a spec- 
tacular boost with the introduction by major Japanese 
banks and securities houses of the kinteikikoza or gold time 
deposit. This instrument offers depositors very competitive 
after-tax interest rates by means of a gold swap mechanism 
(the investor simultaneously buys gold spot and sells it 
back forward for a premium reflecting Euroyen rates). The 
exact size of this market is difficult to determine, but an in- 
formed guess might be in the region of US$800 million — 
not bad in a period of less than nine months. 

Sydney also improved its relative position in the early 
months of 1984 following the significant relaxation of Aus- 
tralian exchange-control regulations in December 1983. 
Australian gold dealers can now trade virtually freely any- 
where in the world — previously they were heavily re- 
stricted — and this should aid the further development of 
the Australian gold markets. Indeed, Sydney should con- 
tinue to increase in importance in the years ahead, given its 
unique time zone — open for trading one hour after the 
Comex closing in New York — and Australia's position as 
the fifth largest gold producer in the non-communist 
world. Last but not least, the Sydney Futures Exchange 
may obtain a much needed shot in the arm if current negoti- 
ations with Comex in New York on the possibilities of in- 
troducing an offsetting arrangement for contracts succeed. 

Volume in the futures markets, however, is negligible due 
to the development of the more efficient loco-London mar- 
ket in Australia. Also the small size of the contract — 50 oz 
— and its denomination in Australian dollars, do not help 
matters. 


E Isewhere in the region, Japan continues to be a star 


Meanwhile, the debate over futures markets continues to 
rage, stimulated by their relative lack of success through- 
out the region. In one corner stands the perplexed exchange 
official extolling the virtues of uniform and strictly regu- 
lated markets; in the other corner stands the customer who 
seeks the flexibility that can only be found in principal 
markets where he can negotiate his own deposit terms 
(leverage), maturity dates, collateral required and, if rele- 
vant, option arrangements. Clearly a major trade client, 
such as a mine, will always opt for a negotiated deal with its 
friendly bullion dealer rather than entering the dubiously 
liquid waters of commodity exchanges. On the other 
hand, the smaller investor could find the services of a com- 
modity exchange extremely useful particularly as his 
friendly dealer will probably not be interested in small re- 
tail business. 

This argues that commodity exchanges should be geared 
to the small man and, particularly, to the area of business 
that has tended to be the preserve of dubious bucket-shops 
in Hongkong and Singapore. Thus the smaller the contract, 
the better — consistent, of course, with the absorption of 
acceptable operational costs — and Hongkong's idea of a 
coin contract may well fill a gap. The trouble is that this 
theory has not exactly worked in бу“ ·>у, or Japan, where 


contracts are lower than in other futures markets; but this 
may be due to a total lack of investor interest at the mo- 





ment, as distinct from the on-going trade interests that 
continue to use the principal markets. 

Another fruitful subject for debate is where regional gold 
markets should go from here, given rapidly declining deal- 
ing margins in an over-populated and competitive environ- 
ment. The answer may be two-fold. First, physical gold 
markets still appear to offer some scope for development by 
linking regional refinery output to physical demand. This 
is, perhaps, the gold business of the future — transporta- 
tion rather than speculation. For example, why should 
Japan and Singapore import such large quantities of gold 
from Europe when there are perfectly respectable re- 
gional refineries, such as Manila or Perth, on their door- 
step? 

Another possible area of expansion is the development of 
new and more sophisticated types of gold market in the re- 
gion. For example, gold-option markets must be a distinct 
possibility in the near future, particularly now that a 
number of Australian producers have entered into floor- 
price schemes that guarantee a minimum price for their 
output (effectively a put option). In addition, the introduc- 
tion of option markets to the futures exchanges of the re- 
gion may contribute materially to the latter's long-delayed 
development. First, they limit the price risk for the smaller 
speculator; secondly, the development of such markets 
materially improves the liquidity of option-deals — to the 
benefit of all participants. п 
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THE DEBT CRISIS 











Dollars and redenomination 


By A Correspondent in Hangkong 
hat part has the Latin American debt crisis played 
W: the recent United States dollar surge? This is a 
question receiving increasing attention following 
the latest Mexican debt-rescheduling agreement. The 
package involved not-only rescheduling of principal and 
interest payments on loans to Mexico, but also provisions 
for up to 50% of dollar loans extended by foreign banks to 
be redenominatedinto the domestic currency of the lending 
bank. The possibility of redenomination, particularly if 
Mexico's lead isfollowed by other Latin American borrow- 
ers, may have significant implications for foreign-ex- 
change markets — until now dollar-denominated debt of 
the major Latin American countries has accounted for 
close to 90% of all external debt — and could add a new di- 
тепѕіол 20 the strong dollar demand already created by res 
seheduling itself. 

The rescheduling of interest and principal on dollar loans 
has forced banks into the position of borrowing short to 
lend long. Unpaid interest, for example, may be added to 
the principal of the outstanding loan, thus increasing a 
bank's balance-sheet total and forcing it to borrow dollars 
to meet the interest payments due on the dol- 
lar deposit matching the original loan. This 
has the overall effect of putting upward pres- 
sure on the dollar, particularly towards the 
quarter-end as banks prepare their accounts. 
For this reason, non-US banks have welcomed 
the idea of redenomination, since domestic- 
'currency loans involve less funding risk and 
avoid the problem of changes in balance-sheet 
values due to exchange-rate moves. Rede- 
nomination has also been seen as desirable in 
the context of the stability of the world finan- 
cial system, because each country's central 
bank would stand behind domestic-currency 
loans as lender of last resort. 

The following example illustrates the 
mechanics of redenomination. Let us assume 
that a Japanese bank wishes to redenominate 
a part of its dollar loans to Mexico into yen. As 
things stand, it has a liability in the form of a 
dollar deposit and an asset in the form of a 
dollar loan to Mexico; it will now have to bor- 
row yen to lend to Mexico, which will sell those yen for dol- 
lars in order to repay the original dollar loan from the Ja- 
panese bank, which will then repay its own dollar borrow- 
ing. A theoretical alternative to this approach would be for 
Mexico simply to redenominate its loan agreement in yen, 
leaving the creditor bank to adjust its resulting currency 
mismatch. This the bank could do by borrowing yen and 
selling it spot against the dollar, using the dollar proceeds 
to repay its own dollar funding. For various practical and 
technical reasons, however, the first option would nor- 
mally be chosen in favour of the second. Either way, the ef- 
fect is to strengthen the dollar. 

It has been said that redenomination into other curren- 
cies than dollars would be of benefit not only to the foreign 
banks involved, but also to the less developed countries 
(LDCs) themselves in the form of interest savings: US dollar 
interest rates have been considerably higher than those of 
other major world currencies for some time. These interest 
savings would be immediate and therefore have significant 
cash-flow benefits for a borrower facing short-term liquid- 
ity pressures and could reduce new borrowing require- 
ments. 

In the case of Mexico, where many banks are likely to 
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exercise their redenomination option under the agreement, 
a demand for US$11-12 billion could, theoretically, be gen- 
erated and, if other countries followed suit, substantially 
larger sums could be involved. Although the option agree- 
ment does not come into effect until next year and does 
stipulate phasing over a period exceeding two years, this 
phasing has little relevance in a situation where Mexico is 
free to buy dollars forward in anticipation of scheduled re- 
denomination transactions. 

The exchange-rate risk for Mexico of assuming loans in 
non-dollar currencies would, however, be substantial 
given that the country’s export earnings and official re- 
serves are largely denominated in dollars and the wisdom 
of redenomination is therefore questionable, especially at a 
time when the dollar is particularly strong. Indeed, 
Mexico's finance minister has recently indicated that 
Mexico would diversify part of its reserves into lower- 
yielding currencies to match foreign-currency liabilities 
and the supposed advantage of redenomination for debtor 
nations — interest-rate savings would, to this extent, be 
neutralised. Likewise, Mexico has indicated that it would 


exican language school: than the exchange-rate two-step. 





be prepared to hedge its position in foreign-exchange mar- 
kets and sell dollars forward in anticipation of foreign-cur- 
rency debt-service payments: again, the cost of foreign ex- 
change cover would tend to balance out any interest sav- 
ings. 

In recent weeks, central banks have been plaving down 
the possible effects of redenomination but, if this practice 
became widespread and debtor nations chose not to protect 
themselves against foreign-exchange losses, either by tak- 
ing out forward cover or by diversifving their reserves, the 
short-term impact would be significant upward pressure 
on the dollar. In the longer term, however, the effects would 
be in the opposite direction as debtor nations would be ob- 
liged to sell dollars in order to meet interest and principal 
repayments on the foreign-currency portion of their debt. 

While it seems that the overall implications of redeno- 
mination will not become clear for some time, the anti- 
cipation of possible major dollar purchases from LDCs has 
already resulted in additional upward pressure on the dol- 
lar. Even if the long-term outcome is fairly neutral in ex- 
change-rate terms, redenomination — if put into effect on a 
large scale — is bound to contribute to exchange-market 
volatility. п 
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Dresdner (South East Asia) Limited- 
international merchant bankers 


e international wholesale banking 

e dealing in foreign exchange & precious metals 
ө international loan syndication 

e corporate finance 

e deposits in Euro/Asian currencies 

e primary & secondary capital market operations 


Dresdner (South East Asia) Limited 
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== — PROFT PROFITS ARE EAI EARNED THROUGH USE — NOT OWNERSHIP — — ОҒ EQ EQUIPMENT 
NOW, WE MEET ALL YOUR NEED — 
ANYTHING THAT BELONGS IN THE CATEGORY OF 
MACHINES AND EQUIPMENT IS AVAILABLE — MACHINE TOOLS, 
CONSTRUCTION EQUIPMENT, MANUFACTURING MACHINES, 
SHIPS AND AIRPLANES, OFFICE MACHINES, 
FREEZING EQUIPMENT — AND SO FORTH. 


THROUGH OLC’S NETWORK 
WE NOT ONLY MAKE YOUR BUSINESS COMPLETELY ESTABLISHED WITH LEASING 
BUT ALSO PROVIDE ALL FINANCIAL SERVICES YOU NEED 


OLC's subsidiaries and affiliated Companies in Asia 


Hong Kong — Orient Leasing (Asia) Ltd. Orient Leasing (Asia) Ltd. 


— Orient Leasing (Hong Kong) Ltd. | ‚ 
Singapore — Orient Leasing Singapore Ltd. Licenced Deposit—Taking Company 


- : an e 
maa P Tone uan ns Orient Leasing (HK) Ltd. 


Korea — Korea Development Leasing Corporation 





Equipment Leasing Specialist 


Orient Leasing Co., Ltd. TNI - Pee Companion s аа 30th Floor, United Centre, 95, Queensway, Hong Kong. 
Thailand — Thai Orient Leasing Co., Ltd. Tel: 5-295522-7 Telex: 75680 OLCHK HX 
TOKYO Sri Lanka — Lanka Orient Leasing Co., Ltd. 


China — China Orient Leasing Co., Ltd. 


JAPAN 





By Richard Hanson in Tokyo 


apanese commercial banks, long constrained from 
most securities and underwriting business at home, are 
bulldozing their way to the forefront of international 
investment banking, a field long dominated by United 
States and European merchant bankers. The Japanese ad- 
vance, described as “awesome” by one US banker, has 
made the latter group clearly nervous. At the same time, 
foreigners are scrambling for footholds in Tokyo's fast- 
expanding markets. 

Japan is not unlikely to follow exactly in the footsteps of 
New York and London where a rash of takeovers and 
mergers has blurred distinctions and changed the face of 
investment banking in just the past year or two. The only 
securities-house mergers in Japan tend to be within closely 
knit broker groups. Takeovers are rare. 

But the paper screens which separate securities houses 
from banks in Japan's domestic financial community have 
thinned noticeably as a result of efforts to deregulate mar- 
kets and internationalise the yen, over the past vear or so. 
Even the regulators admit that the grey area has spread, 
while sticking firmly to the principles of the law separating 
banks and brokers, a rule inspired by the US model. 

It is the spill-over of these developments inside Japan 
that is being felt around the world. At least two trends are 
conspiring to propel Japanese banks into the forefront of 
international investment banking. 

The first has to do with how the authorities now view 
what goes on outside their direct control. Compared with 
restrictions at home, official constraints on securities-type 
bank activities abroad have nearly disappeared since the 
waters were first tested in the mid-1960s. 

Perhaps of greater significance, the stage finally has been 
set for the yen to play a greater role in international capital 
markets. To a large extent, the timing of decisions since last 
year to liberalise — to a degree — the Euroyen bond market 
as well as to improve access to domestic yen markets has 
resulted from political pressure from the US Government. 
The final result of bringing Japan's immense pool of yen 
into freer contact with the rest of the world will be the 
emergence of Tokyo as a capital market rivalling London 
and New York. 

Japanese banks, with their huge yen deposit bases, will 
have a natural advantage over non-Japanese institutions. 
Meanwhile, foreign investment banks are betting they too 
can grab a piece of the action. 





do securities business in Tokyo: there are 10 times 

that number of representative offices registered with 
the Securities Bureau. Many of these are expanding their 
information-gathering ability (all they are legally permit- 
ted to do) into full-scale operations and would like to havea 
securities licence. 

The rub, however, is that foreigners in many cases run 
into the same problem of separating banking and securities 
business as Japanese banks do. Only one foreign bank, 
Citicorp with its Citibank Tokyo branch, has managed an 
end-run around the rules by acquiring Vickers da Costa, 
the British broker with a Tokyo securities licence. 

The Ministry of Finance (MoF) was embarrassed about 
the Citicorp deal and grudgingly let both licences stand. 
Mainly to avoid a repeat of that situation it is delaying ap- 
proval of other British brokers’ applications for licences 
until the takeover spree in London settles down. The matter 
is further complicated by the Bank of England's four-year- 
long opposition to granting a London banking licence to 


T here are currently nine foreign companies licensed to 


Richard C. Hanson is editor and publisher of Japan Financial Report, an in- 
dependent Tokyo-based newsletter 
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MERCHANT BANKING '84 






MERCHANT BANKING ‘84 
screen door open 


s AEN : ‚ | 
ІВ): with a 100%-owned subsidiary in London. ens TOE 
Nomura Securities, Japan's largest broker, which is sup- 
ported by MoF, The situation, if left unresolved, could lead 
to a political row between the two countries 

The expansion of the Japanese abroad has been even 
more striking. One measure of how rapidly Japanese banks 
and brokers have expanded their overseas presence in the 
form of subsidiaries and joint ventures is found in a hand- 
book prepared by the Industrial Bank of Japan (IBJ). The 
1975 version lists some 80 affiliations abroad, mostly 
minority shares in joint ventures. The latest lists more than 
200 such banks or finance companies, most of which are 
now either wholly owned or effectively controlled from 
Tokyo. 

A second indicator is the participation of Japanese banks 
and brokers in Eurobond market syndications. So far this 
year the numbers have doubled from the 1983 level. Japan 
accounts for roughly 30% of Euromarket business 

Having got off to a late start, Japanese banks are taking 
advantage of their size and the growing depth of their 
home markets and are beginning to apply skills acquired 
abroad during their long teething phase. There are about 
24 Japanese banks which consider themselves internation- 
ally competitive. They find themselves clashing as often 
with each other as with the non-Japanese competition. The 
battle is even fiercer with the Big Four securities houses 
which (correctly) see banks’ inroads into merchant bank- 
ing abroad as an attempt to crash the gate into their home 
territory. 

In one ranking of Euromarket activity so far this year, 
Nomura Securities is No. 1 followed by Daiwa Securities. 
But IBJ and the Bank of Tokyo (BoT) are not far behind. As 
one broker commented: “We can compete very well with 


73 











quu » , е. 2 th oe ha - + "УА е э 5 ` H р ^d d LÁ: tr 4 му "И 
byte" “ "i Р "> $ m r 


е “Гь 
и; 4 à » АС E 
» " ТҮ, 4. "3 0 rim 7 РҮ 


Р р. 7Р4 
7s i * 
v 


• И 
А = 


` Banks should solve problems, not make them. 
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7 Well, usually. Two years ago we broke with this tradition. 
» We produced our own Rubik's cube and, just to make it a bit 
; more interesting, made a special variant that’s a good deal 
4 more difficult to solve. 
R In dedicating it to problem solvers, and sending it to our 
i friends, we wanted to remind them that effective international 
E. investment banking has always been about problem solving. 
f At KIIC, we work in partnership with our clients around 
r KI IC the world to identify and solve problems. And, as you'd expect, 
OMEN EM we have the financial resources to back our solutions. 


„у? 


Kuwait International Investment Co. s.a.k. 


Kuwait International Investment Co. s.a.k Al-Salhia Commercial Complex, P.O. Box 22792. 
Safat, Kuwait, Telephone: 438273-9 Telex: 22325 INTVEST KT 22545 KIIC KT 
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узы banks but, as a group, we are four ahd they are 

A brief sketch of how this competition developed is use- 
ful. The first Japanese bank entry into international mer- 
chant banking can be traced back to the late 1960s when 
the first three consortium banks were formed in Europe 
The participants were Japanese banks and securities 
houses and the aim was to participate in underwriting. As 
in the case of a joint-venture bank formed at the same time 
by BoT and IBJ, Japanese bankers quickly realised how 
awkward it was cooperating with competitors. 

Two other phases followed. Partnerships with European 
or US banks were allowed in the early 1970s. By the middle 
of the decade, MoF agreed to let IBJ International set up as 
a 100%-owned subsidiary in London. Since 1982, MoF has 
opened the door for banks with one important catch, a 
throw back to the 1970s when activity was beginning to 
pick up. 

Known as the Three-Bureau Consensus (san kyoku goi), 
MoF's banking, securities and international finance 
bureaux set out guidelines aimed at maintaining the legal 
separation of banks and brokers in Japan. In doing so, MoF 
in effect sanctioned the creation of a grey area in which 


MERCHANT BANKING ‘84 


overseas bank subsidiaries can end up performing under- 
writing services for Japanese customers 

Banks’ strategies for tackling merchant-banking busi- 
ness vary and for the past year or so many have been con- 
stantly changing Dai-Ichi Kangyo Bank, the largest in 
Japan, is about to complete another internal reorganisation 
of its activities. Sumitomo and Sanwa banks are the only 
ones to use (in English) the words merchant bank when re- 
ferring to internal divisions. Nearly all have rapidly in- 
creased the number of staff devoted to overseas sub- 
sidiaries, as have the securities houses 

Just how the rest of the world finally adjusts to this surge 
in Japanese activity will depend to a large extent on the 
manner in which Japan's home markets are allowed to de- 
velop for Japanese banks and brokers as well as for foreign 
bankers. 

Since financial wares being offered by all competitors on 
both sides of the paper screen are nearly identical, all con- 
cerned are hoping the screen door which se parates things 
now will be allowed to slide quietly open ü 





SOUTH KOREA 








By Paul Ensor in Seoul 


outh Korea has six merchant banks, all 50:50 joint 
% ventures established since 1976 with foreign partners 

from all over the world — Britain, France, West Ger- 
many, Hongkong, Japan, Saudi Arabia, Kuwait and the 
United States. The g government decided to permit the en- 
trance of foreign merchant banks into the country on this 
basis mainly in the hope that they would induce foreign 
capital into South Korea. It was also hoped that the foreign 
partners would pass on some of their expertise in financial 
matters to their local partners. 

Although they find their line of business to be quite a dif- 
ferent mix from what 
they are accustomed to 
at home, foreign mana- 
gers have few com- 
plaints: “We are a kind 
of experiment to see 
how well a free-wheel- 
ing operation like a mer- 
chant bank can manage 
in a controlled economy 
like this — and I think 
that all involved agree it 
has been a success,” says 
William Valenti, execu- 
tive vice-president of 
the Saehan Merchant 
Banking Corp. Since 
they arrived in South 
Korea, merchant banks 
have induced (as of 30 
June 1984) US$1.6 bil- 
lion in foreign capital 
into the country; since 
1979 the assets of all six 
have grown from Won 
258 billion (US$318.52 
million) to Won 916 bil- 
lion (as of 31 March 
1984). 


There’s no such thing 


as an unwelcome bid 





Seoul underground: it has British connections. | 
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Seoul's business environment is hardly 
as freewheeling as that of London or New 
York, which cuts into the variety of ac- 
tivities the merchant banks are able tà 
carry out. "We are not merchant banks in 
the strictest sense of the word for a simple 
reason," explained Joachim Fuchs, vice- 
president of Korea International Mer- 
chant Bank (KIMBC). "[South] Koreans 
are not interested in paying for advice; 
South Korean companies deal with each 
other through personal relationships and continual gov- 
ernment directives rather than a careful reading of each 
other's books. When it comes to acquisitions and mergers 
"there's no such thing here as an unwelcome bid," accord- 
ing to James Todd, director of the Korea Merchant Banking 
Corp. (KMBC). 

However, several merchant banks hope to build up à 
business advising foreign companies doing business with 
South Korea, acting as consultants and providing financial 
backing to those interested in setting up joint ventures and 
bidding on large projects. KMBC has been a leader in this 
field, having arranged 
US$17.18 million worth 
of joint ventures. KMBC 
— a joint venture be- 
tween Lazard Brothers 
& Co, Barclays Bank 
International and à 
group of local banks and 
companies has also 
used its British connec- 
tions to act as adviser to 
a number of British 
firms involved in bid- 
ding for big projects 
such as the Kwangyang 
Bay steel works and the 
Seoul underground rail- 
way. "I can also see à 
role to play with South 
Korean companies ven- 





turing abroad,” ob» 
serves Todd: though 
barred from trade fi- 


nance, merchant banks 
can arrange finance tai- 
lored to the needs of 
large overseas projects. 

The steadily tighten- 
ing monetary regime 
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'Number-crunchers' is the name computer 
people used to give to large computers 
designed to perform mathematical tasks. 

There are still some around, though 
increasingly their functions have been 
handed down the line to minicomputers, 
microcomputers, and clusters of 
microprocessors. 

All of them are impressive and 
powerful computers - in their own field. 

But when they're used for the delicate 
business of routing telephone calls to 
telephone numbers - well, they tend not to 
make much of a job of it. They become 
humber-crunchers' indeed! 

The right computer for the job 
Nowadays, computers — and, even more 
important, their software — are vital 
components of a telephone network. 

The combination of digital trans- 
mission and digital switching (see the box 
for details) makes some form of computer 
control not just necessary, but positively 
desirable, if a network is going to give of its 
best. 

The trouble is that conventional 
commercial processors are ‘logic-orientated} 
while in a digital switching system decisions 
are made and implemented in a millionth 
of a second or so - and for that you need a 
computer that is 'time-orientated' 

AXE: practical computers 
for digital switching 
AXE is the name 
of the world's most 
successful digital 
switching system. 

It was developed by 
Ericsson, and its 
success is due largely 
to the powerful yet 

flexible software the 
system employs. 

This software is 
modular, the different things a 
telephone exchange can do being allocated 
to different, self-contained, modules. This 
means that whenever an addition or an 
adaptation is made to the system, it's a 
relatively simple matter to incorporate the 
change in the software. 






Advanced AXE software at work in the complex 
environment of international exchanges. 





If you want itemised telephone bills 
for subscribers, add the relevant software 
modules. If you want to alter the tariff, alter 
the relevant modules. And so on. 

Even competitors admit that AXE 
software is something special. In most 
systems, the functions are split up and 
linked throughout the software: change 
even one function and you may have to 
make widespread software changes. With 
AXE, a change in one module has no effect 
at all on any other module. 


I he digital revolution 


For their internal calculations and for 
communications, computers translate every- 
thing into a binary code which has only two 
values: 1 and 0. 

Although the system sounds unwieldy, in 
fact it allows information to be transmitted at 
enormous speeds. A single low-voltage pulse 
represents the | —its absence represents 0. 
Each 1 or 0 is one ‘bit: 

Even the human voice can be translated 
into this pulse code for transmission along 
telephone lines, before being decoded as 
normal speech. 

By interleaving different encoded 
conversations along the same telephone wires, 
the capacity of a network can be vastly 
increased without laying more cables. 

Before passing through a conventional 
mechanical exchange, digital transmissions 
have to be decoded - which is expensive. But 
if a digital switching system is used with digital 
transmission, then large savings can be made. 

And even larger savings can be made by 
replacing conventional cable with fibre-optic 
cable, which can carry several thousand 
simultaneous conversations. 





APZ 212: the perfect partner 


When you have the world's finest software 
in your system, arid when you know that 
conventional computers are not quite right 
for telecommunications, there's really only 
one thing vou can do: design and build 
your own computer 

Which, of course is what Ericsson did, 
early in the 1970s. That first computer was 
called APZ 210. Its latest version is called 
APZ 212, and it uses leading edge’ 
technology to outstrip not just APZ 210 but 
every other computer ever employed in 
telecommunications. 

Its fundamental value is the way in 
which it organises the execution of the 
software – making it six times as powerful 
as the very powerful computer it replaced. 

In practical terms, this means that an 
exchange equipped with APZ 212 can 
handleup to 800,000 telephone calls in 
one hour, instead of 150,000. And that in 
turn means that you could combine several 
existing exchanges into one, with the 
consequent benefits of efficiency and 
economy. In fact, less than a dozen AXE 
tandem exchanges could clear away network 
congestion from the most congested city in 


the world. 








ers... 


For our next act... 
[n fact, there's an even greater value in 
AXE than the possibility of fewer 
exchanges. This potent combination ofa 
huge and growing range of software, 
executed through increasingly powerful 
and efficient processors, opens up vast 
possibilities for the future. For the business 
or private subscriber, it means that his d 
telephone will become an interface witha | 
growing range of new and exciting services 7 
It will take the discipline of AXE 
software and the power of AXE processi | 
to handle them all - but the discipline ind 
power are available today, in time. 


Take a look at the future 


Telecommunications is the branch of 
science where developments instantly 
affect most people very closely. 

If you'd like to know about these 
developments, and what they mean to you 
or your business, complete the coupon 
below. 

We'll send you the latest report from 
technology's front line. 






[he Quiet Giant 


AXE is the world's most successful telephone 
switching system. Its power and elegance, 
and its ease of handling, have swept the 
world. 

Today, over 90 telephone companies in 
55 countries have chosen AXE, and the 
numbers of telephone lines installed or on 
order for connection to A XE exchanges has 
passed the 10-million mark. 
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ks must rely on what they can raise on the short-term 
ets for won. As the won has become increasingly 
e, merchant banks have been dealing in foreign cur- 
to an ever-increasing extent. 

he tight hold on money has hit business dramatically on 
1 bond markets, both trust гацав and underwriting. 
. Controls on returns 
from financial in- 
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rnment does not show some flexibility soon." New 
re well down on last year — in 1983 there were 28 
bond issues while up to October this year there have 
been 10. 

chant banks are barred from dealing on the local 
y market — the trust fund work they might have done 
15 carried out here by two locally managed trusts. 
anager reflected that if allowed, merchant banks 
d be in a "unique position to fill a gap" as fund man- 
r foreigners wishing to invest on the Korea Stock 
ge, calculating that he had received offers totalling 
nillion from different foreign investors for such a 
. Yet now the government does not seem very in- 


fortunes of the Korea Fund, recently launched in 


зе more basic banking areas of borrowing and lend- 
merchant banks are also active, though they are not 
itted to pay interest on deposits: "None of our deposits 
oluntary," joked one manager; they are mostly com- 
ory balances which.controls on interest rates have 
zely raised to around 60% of loan amounts from 
yearago.  — 

aiding has been a different matter: merchant banks in 
] are actively involved in many forms of lending to 
firms. Short-term lending in won, financed by selling 
r issued by the banks themselves used to be the most 
tant single activity for most merchant banks: Valenti 
es that most relied ‹ on that for! 60% of their business 
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t is going to die on the vine ifi. ment will be interested in opening its doors 
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leasing is expected to grow at a similar rate in 1984, mar- 
gins are falling with fierce competition. — 

Merchant. banks are: also involved in other kinds of 
foreign-currency loans, frequently tailored to meet the de- 


тапай» of a specific situation, such as the import of foreign 
equipment or inputs, or working within a set time, as was 
‚ the case with shipbuilding and steel-structures finance. 
-Some have also been involved in offshore syndications of 
- loans for South Korean concerns. Because they are joint 
. ventures, merchant banks are less constrained by govern- 
| ment restrictions than branches of foreign commercial 
banks and find much business through their local partners, 
which include the main business groups and banks (for 
| example the influential state-owned Korea Exchange 
.. Bank and Korea Development Bank). 


Local firms are not allowed more than. a | 2595 share i ina 


| merchant bank, but business groups get around this by di- - 
` viding a group's ownership among several affiliates. In this 


way Hyundai dominates Korea-Kuwait Banking Corp., 
and the Hanjin Group (Korean Air) controls the local half 
of Korea French Banking Corp. 

The success of merchant-banking joint ventures in Seoul 
here have not gone unnoticed; a number of foreign mer- 
chant banks are reported to be interested in setting up shop 


‘in Seoul, the most serious contenders at this stage being 
Lloyds and First Boston; however, the last new entrant 


(KIMBC) arrived in 1979 and itisnot likely that the govern- 
igain soon. {J 





HONGKONG 





By Liz Carver in Hongkong 

aced with increasingly choosy borrowers, bankers 
F have responded in classic Hongkong fashion by cut- 

ting prices and updating their offerings to suit 
changing tastes. For syndicated-loan specialists, 1984 has 
been a year of fewer deals at finer spreads, while merchant 
banks and deposit-taking companies have looked to trade 
finance and smaller corporate clients. At all ends of the 





Scale — from jumbo sovereign loans on down — bankers 


complain that first-rate borrowers are scarcer. 

Most Asian borrowing countries have begun thinking 
like bankers when they borrow, as well:as like central 
bankers. "They are not pushing the market. They get what 
they want and no more. They don't want to spend extra fees 


.for money they don't need, especially when it could have a 
material effect on them down the road," said a banker at an 


American institution. Malaysia, Indonesia and South 







and yet banks’ hunger to lend Tonn mean 
fered significantly more than they g 
_ Korea mek ian Henge Bank rece 


| n It won terms of 0. 625 of a point abd e london inter- 
| bank offered rate (Libor) for the first three years of an 

»['eight-year loan, rising to 0.75 of a point thereafter for a 
A portion of the loan. Malaysia and. Indonesia have also been 

^j offer ed more than they asked for. 2A OC : 
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Experience is something you earn. 

To be successful in a hostile environment, the tigér depends on his basic 
instincts. To be successful in the businéss world, the businessman must add 
skill, patient planning; flexibility and imagination to his instinctive abilities. And 
those qualities only come with experience. 

If you want to put that combination of instinct and experience to. work foi 
you, call Wardley. 

Based in Hong Kong, Wardley is repréSented around the 
world trom Sydney to New York. Every department is staffed 
by a team of specialized experts who offer thé їп ө financial 
counsel that money alone can't buy. So for advice on Alymoney 
matters, use a little instinct... Wardley. Wardlev Limite 

We've earned our stripes, den | 
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Wardle Limited. member: Hongkong Bash 
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borrowing ambitions find the water surprisingly warm. 
Pakistan took a five-year loan of US$125 million though it 
had only sought US$100 million. It paid more than the 
South Koreans, however; 0.75 of a point above Libor for the 
first year, rising to 0.875 of a point in the following three 
years and one point in the final year. 

South Korea has fared well in the capital markets both 
because of its strong exports and because it has a consistent 
level of borrowing and an orderly queue of state and corpo- 
rate borrowers. “Banks have a Korea Inc., perception to a 
certain extent,” an American banker said. But the result is 
that South Korea, like Malaysia and Indonesia, could easily 
borrow more if they wanted. The problem — from the 
banks’ revenue point of view — is that they do not 
wish to. 

Bankers are diversifying their offerings to attract fussy 
and sometimes reluctant borrowers. “In terms of fund- 
raising, the proportion raised through securities such as 
floating-rate notes and floating-rate certificates of deposit 
will grow,” said James Fairbairn, vice-president at BA 
Asia in Hongkong. “The syndicated loan market may takea 
smaller proportion of the total, but it will be largely stable 
for the next three to five years. It is flexible and capacious.” 
But no more jumbo loans are expected for the rest of 1984 — 
though a year-end rush is always possible if a few 
treasuries find themselves a little short. 
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Syndicated lending fell during the first six months of 
1984, both in terms of total deals (80 from 105 in 1983) and 
volume (US$6.89 billion from US$9.19 billion), according 
to a survey of publicised offshore loans to Asian and Pacific 
borrowers. Some banks fared better than others, with sev- 
eral Japanese institutions in particular becoming more 
prominent. Chase Manhattan of the United States led in 
both dollar volume and number of deals, 

Besides note issues, big borrowers are also showing more 
interest in shorter-term standby credit facilities. “Shorter 
tenors mean finer spreads for borrowers and, since the 
bank may have the option of not lending at all [on stand- 
bys], it is willing to take a lower spread,” said an American 
banker. “Standby facilities aren't really meant to be 
drawn.” The Bank of Thailand is now raising a US$300 
million revolving facility at 0.375 of a point above Libor. 
More yen-denominated borrowings will be seen with great- 
er use of sterling; a credit of about £150 million (US$181.38 
million) has been under consideration by Malaysia. Bor- 
rowings in the European Currency Unit — a notional unit 
composed of several European currencies — may also catch 
on in Asia with borrowers wanting to diversify their cur- 
rency exposure. 


during 1984, including a lengthy syndication for a 

US$200 million loan for the Ok Tedi consortium's 
mining project in Papua New Guinea. A US$300 million 
loan for an Indian aluminium project was settled at finer 
margins than banks originally wanted, though the negotia- 
tions were "a lot less dramatic than people made out. There 
was no banging on the table," said a US banker. 


Particularly vexing has been lending for China's 
Pingshuo coal mine in which Occidental Petroleum Corp. 
of the US is involved. Since the project took out a US$160 
million bridging facility some weeks back, Peter Kiewit 
Sons Inc. has dropped out of the venture. A Bank of China 
subsidiary is coming in as an equity partner, though the 
final terms are still unclcar. The project, now estimated to 
cost US$650 million, will need to raise US$200-300 million, 
according to sources in Hongkong familiar with the pro- 
ject. 

Lending to China has in general been a disappointment 
for many banks. Most China loans done recently in Hong- 
kong have been for projects in the special economic zones, 
with spreads less than 1% over banks’ cost of funds. Banks 
have also lent, somewhat reluctantly, without hoped-for 
Bank of China guarantees, accepting instead the backing of 
state corporations or regional agencies. 

Hongkong loan growth has been running below that of 
the previous two years. Total loans and advances by banks 
rose 8.3% in the first eight months of 1984, against full- 
year gains of 22.3% and 29% in 1983 and 1982, respec- 
tively. Banks and deposit-taking companies are still suffer- 
ing from the property-price collapse and there is little 
large-scale property lending to be done nowadays. Even 
top merchant banks cannot find enough top-rate borrow- 
ers. With the local stockmarket uncertain, underwriting 
new issues has become more difficult despite what mer- 
chant bankers say is a rising number of companies willing 
to go public. 

Hongkong's market freedom does remain a strong draw. 
County Bank, the merchant banking subsidiary of National 
Westminster Bank of Britain, has taken over local broker 
Watson and Co. County Bank chairman Charles Villiers 
said the bank will use Hongkong "as a base from which to 
sell securities into Japan and for Eurobond trade." County 
Bank was attracted to Hongkong because it was the only 
major Asian centre in which the bank could have full stock 
and bond-trading rights. 

Institutions in Hongkong are also turning their attention 
to trade finance, which has grown more swiftly than total 
loans. Lending to finance visible trade rose 18.8% in Au- 
gust from a year earlier, while loans to finance merchandise 
trade not involving Hongkong were 59.6% higher. Total 
lending rose 10.2% during that time. п 


Bi had some difficult resource-related loans 
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Asia in thé 980% needs a bank With connections thr@tighout the 
world, with the range of services Which understands every phase of 
плапее 


BNP is the world’s third largest Bank, with 2.700 branches іл 38 
countries around the world and USSTOO 000.000.000 in assets: We 
have the resources, Innovation and experience. to understand 
financial and economic development of every kind 


We are committed to economic growth wherever we operate, and to 
adding our part in linking Asia tall the worlds of finance 
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: dieci bavi ing “highly skilled i internat ond кы, 

. bankers, systems specialists and trade experts work 
closely together and closely wi ith major quality 
corporations worldwide. _ 

This spirit of partnership ip has led to the 
devel opment of innovative techniques to optimi; e trade 
finance through export credit agency facilities, leverage 
leases, bankers’ acceptances and a complete range of 
classical trade products. "NE 

Partnership — that's what makes Chase second. po 
to none | in trade "— 
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M ee Perhaps the single greatest resource that has made Japan the economic 
power it is today is its people; and those people have chosen to make DKB 
25,000 init: Bion Yen) Japan's largest bank. with assets of more than US$129 billion. The reason? 


No bank better understands the hearts and minds of the Japanese people or 
Japan's financial world. How? Through DKB's vast domestic branch network that 
maintains close financial relations with almost all of the leading national 
companies. This network has led to DKB’s becoming the bank chosen by one out 
of every two foreign or foreign-affiliated companies in Japan for sophisticated 
international financing and up-to-date data on the Japanese scene 

If you're interested in putting DKB's expertise and capabilities to work for you 
contact your nearest DKB office. DKB maintains offices in more than 45 major 
financial centres throughout the world 

DKB: the international bank in the heart of the Japanese financial world 
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Kong Associated Companies in: Hong Kong. Bangkok. Sin yapore, Kuala Lumpur, Jakarta. Manila 


> rey 


Head Office: 1-5, Uchisaiwaicho |-chome, Chiyoda-ku, Tokyo 100, Japan Tel. (03) 596-1111 








By Leo Gonzaga in Manila 


ot too long ago, the acknowledged wizards of local 
finance were mostly in merchant banks, better 
known here as investment houses. That was in the 
heyday particularly of Bancom Development Corp. and its 
president, Sixto K. Roxas, when merchant banking was the 
most attractive, though not the most profitable business. It 
seemed as if the dream of almost every MBA-degree holder 
was to start his professional career at Bancom. 

Among the other better known corporate and individual 
names then were Atrium Development Corp. and Antonio 
Gatmaitan; Filcapital Development Corp. and Christian 
Monsod; Philippine Investment Systems Organisation 
(Piso) and Victor Barrios. Where are they now? Bancomand 
Atrium are no longer in business. Filcapital has become 
Merchants Investment Corp. under new ownership and 
management. Piso and Barrios have shifted to development 
financing. Roxas is now with a small and obscure consult- 
ing firm. In the case of Gatmaitan and Monsod, they make 
news these days not as merchant bankers but as active 
members of a non-radical, anti-government protest move- 
ment within the business community. 

Yet, it is premature to write off merchant banking in the 
country. The Investment Houses Association of the Philip- 
pines (IHAP) has gained First Philippine Holdings Corp. as 
anew member partially to offset its loss of Atrium, Bancom 
and Piso. Apart from Merchants Investment and First 
Holdings, the other IHAP members are AEA (Asian-Euro- 
pean-American) Development Corp., Anscor Capital Deve- 
lopment Corp., BPI (formerly Ayala) Investment Corp., 
Citicorp Investment Philippines Inc., First Metro Invest- 
ment Corp., Multinational Bancorporation of the Philip- 
pines, Philippine-American Investment Corp. (PAIC), Pri- 
vate Development Corp. of the Philippines (PDCP) and 
State Investment House Inc. (SIHI). 

Five of them made it to the list of the top 1,000 corpora- 
tions of the country in terms of sales revenues last year. As 
ranked, the investment houses and their respective re- 
venues were as follows: 

PDCP, P239.1 million (US$11.95 million). 

BPI Investment, P142.3 million. 

Anscor Capital, P82.8 million. 

First Metro, P82.3 million. 

AEA Development, P66.5 million. 

In terms of earnings, Anscor Capital was the best per- 
former, with a net income of P9.3 million, followed by First 
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Metro, P7.1 million; PDCP, P5.7 million; BPI Investment, . 


P1.8 million, апа AEA Development, P 1.2 million. 

Figures for this vear, thus far, are not vet available. But 
sales revenues may have gone down. There has been a de- 
cline in securities underwriting, the main bread-and-but- 
ter of investment houses. In the second quarter of the year, 
for instance, they underwrote only P451 million worth of 
securities, 35.5% less compared with P699.3 million in the 
first quarter and down 41.3% against P768.8 million worth 
of securities underwritten in October-December last vear. 

There has been a slack, too, in loan syndication, a second- 
ary revenue source. This is not to mention the fact that in- 
volvement in this particular activity has gone sour in some 
cases. One example is a loan of P160 million syndicated by 
Citicorp Investment for troubled Marinduque Mining and 
Industrial Corp. The assets of Marinduque have been fore- 
closed by state-owned Development Bank of the Philip- 
pines and Philippine National Bank to pre-empt claims of 
other creditors. It is unclear yet what will happen to the 
syndicated loan. 
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Investment houses are facing the strongest possible com- 
petition in another area, namely arranging bank consolida- 
tion. The Central Bank of the Philippines wants “fewer bul | 
bigger banks" in the financial system and has formed anew 
office of its own to arrange sell-outs, buy-outs. mergers, - 
absorptions etc. among banks. Theservice will be free, says _ 
central bank governor Jose Fernandez. He admits that mer- 
chant banks will be "very unhappy about this" since they 
are charging fees for the same service. NL 

There is a compensating factor, however. Debt ins ru- 
ments issued by the central bank (called Jobo bills afte 
Fernandez’ nickname) have become a new revenue soure 
for investment houses. They earn 40-40.5% а vear inin- 
terest when they invest in these bills and get a spre 1 
2-5% when they trade them. The central bank has iss ied 
P5 billion worth of Jobo bills. Investment houses have al o. 
been active as investor/traders in Treasury (T)-bills у uch 
carry the same 40-40.5" yearly vield. In thefirst 10 months 
of this year alone, P10 billion worth of T-bills had Beem 
sold. А 

According to Augusto Jayme, vice-president of AEN 
Development, merchant banking still depends on securities! 
underwriting for 80-85% of total revenues; only 14% is TA 
counted for by investment/trading in Jobo and T-bills: hi 
remaining 1*5 is accounted for by interbank lending. In this 
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Business district riot: some bankers can be found there. 


















case call loans now fetch up to 80%. but the lion's share. 
goes to commercial banks ^ 
Despite the adverse environment. investment houses 
manage to remain in business even as other financial in= 
stitutions are falling by the wayside. As of the latest count, 
at least 50 rural banks, nine thrift banks and 20 finance 
companies have stopped operations: several others have 
been placed under either receivership or conservatorship. _ 
Among investment houses. only SIHI is in trouble; because 
of a run, it is now under a conservator ^ 
Three of the investment houses have diversified into 
other areas: Anscor Capital into thrift banking via acqui- im 
sition of Asian Bank; PAIC also into thrift banking via ac- ~ 
quisition of Summa Bank and Merchants Investment into — 
financing through its subsidiary, Merchants Finance Co. | 
There is talk that Asian Bank and Summa Bank, now re- 
named PAIC Bank, will be developed into commercial _ 
banks, with Anscor Capital and PAIC as mere subsidiaries, 7 
Three other investment houses have done it the other way | 
round, by seeking shelter under stronger corporate umbrel- _ 
las. Thus, PDCP and BPI Investment have become sub- 
sidiaries of Far East Bank and Trust Co. and Bank of the | 
Philippine Islands, respectively. And there has been a fune- 
tional merger between First Metro Investment and Metro- f 





politan Bank and Trust Co. o 
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At the ripe old age of 90, 
we're still growing. | 
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As one of the earliest banks to be established in the Middle East, we've 
always made a point of being early with new banking services and 
techniques. mE 
We've grown up with the region. And we've helped to make its 
businesses and industries grow. 
‘Backed by the HongkongBank group's vast network of 1,000.bank 
offices in 54 countries, the BBME offers you instant, decentralised 
decision-making. | 
Not forgetting, of course, the full benefits of almost a century's” 
professionalism, integrity and trust. 


Muse 


VU 85 nr 
: S 


BERN 
ae 














By James Clad in Kuala Lumpur. ^u at. 
pn 1983-84, Malaysia's merchant banks have enjoyed 
their most buoyant years. since their establish- 
ere in the early 1970s with high hopes of cater- 
'W demands for corporate finance, portfolio invest- 
orporate restructuring services. But Bank Neg- 
e central bank) still finds it necessary to impose 
requirements that the 12 merchant banks source 
, at least 30% of their income from specialised services of 
. this kind; it is also the case that many merchant banks hon- 
our BN's fee-base guidelines more in breach than in prac- 
tice. — СО е 
Merchant banks this year gained from the resurgence of 
demand for corporate finance following the commodity 
price rebound in the first two quarters: total merchant 
banking-sector assets, meanwhile, had grown 31.796 to 






















Е . M$4.7 billion (US$1.94 billion) by the beginning of 1984. 


- For the year ending 31 March, merchant bank deposits rose 
by almost 50%, compared to 29% in the previous 12 
months. The sector was also buoyed by BN decisions enabl- 
ing them to invest in venture-capital companies up to 25% 
of a bank's paid-up capital of each merchant bànk (but not 
exceeding 10% of the venture company’s paid-up capital) 
and by permission to accept foreign-currency deposits by 
non-residents. | | 

There is doubt about the quality of many of these new as- 
sets, however, and even some misgivings about the under- 
lying professionalism of many merchant bankers. “There 
remains a strong tendency among the merchant banks to 
concentrate on a narrow range of fee-based operations . . . 
with little development in other, non-banking-based types 


of fee-based activities," BN's year-end report in March 


said. | | оа 
Merchant banks have taken some heavy criticism this 

year from their institutional overlord: BN's doubts have 

centred in particular on the degree to which some less heav- 


ily capitalised operations may have become over-exposed 


in the now-sluggish property sec- ` 
tor. n 
The predilection for Kuala Lum- 
pur property financing has earned 
a scathing rebuke from the central 
bank: "It has become obvious," BN 
said in March, ^that merchant 
banks . . . have lost sight of their 
primary role in the banking sys- 
tem." Merchant banks are merely 
acting as "post-boxes for corporate 
clients rather than offering in- 
depth financial analyses," the cen- 
tral bank charged, even pointing to 
"cases where obvious conflict of in- 
terest and non-disclosure of mat- 
erial information have resulted in 
adverse effects on the confidence of 
existing and potential investors." 
BN also described as “inexcusa- 
ble" the widespread "shortages of 
properly trained staff." He com- 
plained of staff being "devoid of 
high standards of integrity and 
rofessionalism." After more than | 
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holding (now 100%) will drop to 30-40% (REVIE w, 40 
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it is now timely 
d review their role in the banking syster 
Harsh words indeed, especially for part of the 
industry still in comparative infancy. Nor is it ac 
assume from this that merchant banks have | 
based income opportunities; at the very least, i 
mands for restructuring companies under the N 
mic Policy (NEP), a government programme to ^ 
identification of economie function with race" byt 
ring corporate equity to bumiputra (mainly М 
terests, provides much work as does the goverr 
to build up the manufacturing sector, Add th 

























enterprises and the opportunities immediately b 
vious. 55 | 

Some privatisation assignments finding their 3 
merchant banks include Arab Malaysian Merchar 
(AMMB — the largest Malaysian merchant bank) 
(in association with British merchant bank Klein: 
son) to advise on privatising and restructuring А 
lelecommunications Department, one of the 
largest public-sector employers (Review, 8 Sept. 
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sian Airline System (MAS) will also be privatised 
coming year; Malaysian International Merchant 

(MIMB) is preparing a scheme in which MAS’ current р 
up capital will grow to a point where the gove: 







Another area of cautious expansion is into venture« 
tal concerns. With the central bank's encouragement, s 
of the larger merchant banks, including AMA 
formed firms aimed at fostering high-risk, innovative 
nesses using local techniques and resources. The fi 
these, Malaysian Ventures Bhd (MVB), has Am 

Dutch and Singapore int 
among its 12 shareho 
though AMMB is the lea: 
the US firm TA Associates 
Netherlands-linked Orang 
| sau Group also provide ad 
4122941 | Services. A unique feature û 
8l 4054 is equity participation ` 
5 World Bank's financing : 
1 : 
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a local clay into a palm-oil rei 
element, was approved in & 
tember (REVIEW, 27 Sept). | 

In addition to AMMB' s initiz 
with MVB, other merchant b 

- notably D & C Nomura J 
chant Bank and Bumiputra М: 
chant Bankers (a subsidia 
Bank Bumiputra, the large 
laysian commercial bank) - 
also entered into arra 
with outside venture-capital 
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MERCHANT BANKING 84 

most merchant banks here: portfolio management has 
grown slowly, as have financial counselling and recon- 
struction advisory services. During 1983-84, merchant 
banks acted as corporate advisers on capital restructuring 
or acquisition for only 32 companies (mainly in property 
development or manufacturing); fee income actually de- 
clined 2% during this period of rapid asset build-up: what 
was earned came mainly from consortium loan syndica- 
tions, commission earnings and underwriting (56% of all 
fees were in this category). Portfolio management by con- 
trast pulled in less than 9% of all fees. 

One of the handicaps of merchant banks here is their de- 
pendence upon a deposit base that is very short-term; most 
individual and corporate depositors take maturity periods 
of one to nine months and of total deposits outstanding at 
the end of 1983, 90% had maturities of less than six months. 
Their lending habits tend to mirror this reliance on short- 
term funds for finance and cost of funds has been increas- 
ing in conditions of ever-tighter liquidity: of total credit 
outstanding at the beginning of 1984, 66.2% (M$2.45 bil- 
lion) had repayment terms of one year or less. 

On the profitability side, most merchant banks have re- 
ported better results this year. MIMB's operating revenues 
rose 25% to August 1984, for example, with total assets also 
increasing by 22% to M$451 million. One of its largest com- 





missions was syndicating a M$287 million loan for Sabah 
forestry interests. Another merchant bank, Pertanian Bar- 
ing Sanwa (PBS) has made particular gains, in advising on 
NEP restructuring: PBS is 68%-owned by Bank Pertanian 
and 16% each by Baring Brothers in London and Japan's 
Sanwa Bank. 

Almost all merchant banks achieved strong gains from 
advisory services to the 107 new rights, bonus and other is- 
sues appearing on Kuala Lumpur's Stock Exchange 
(KLSE) from January 1982 to July 1984. The trend to re- 
value assets through new issues continues and merchant 
banks also stand to gain from a second board on the KLSE, 
still being studied by BN; if implemented, merchant banks 
will be able to take equity in a more convenient fashion. 

Merchant banking here faces a competitive future. Com- 
mercial banks are moving increasingly into fee-related ser- 
vices to maintain revenues and profits and some of the 
former distinctions are becoming blurred, at least in cus- 
tomers' eyes. At the same time, merchant banks' corporate 
customers increasingly manage their own funds with the 
aid of electronic communications. As one visiting analyst 
put it: “Risk management is likely to be exercised through 
active intervention with customers rather than the more 
traditional, arms-length relationship." Increasingly also, 
merchants banks will have to chase business among small- 
er corporate customers outside the Kuala Lumpur area. p 








VEINS 
faster than 
they're coming in 


By Lincoln Kaye in Singapore 
I f 1983 went out with a bang for merchant banks in this 








aspiring financial centre, 1984 has so far produced 

little more than a prolonged whimper. Gone are the 
giddy days of proliferating new shares listings and multi- 
faceted corporate mergers. This year, as stock prices 
slumped and regulators clamped down, merchant-banking 
business has markedly declined. Some institutions fared 
better than others: the government-controlled develop- 
ment Bank of Singapore (DBS) and such favoured houses 
as Standard Chartered, Rothschild and Samuel Montagu 
came through relatively unscathed. But for most of the 50 
merchant banks still operating here it has been a lean sea- 
son with no early end in sight. 

Prospects look so bad that the merchant banking ranks 
have started to thin faster than new houses can be lured 
into town and mustered through Monetary Authority of 
Singapore (MAS — the quasi-central bank) scrutiny. Some 
examples of merchant bank attrition: 

» One major American institution, Wells Fargo, has de- 
cided to close its merchant banking arm (allegedly for 
home-office, rather than local-market, considerations). 

» The Private Investment Corp. for Asia (Pica), a merchant 
bank-style hybrid entity set up in the late 1960s by a con- 
sortium of banks to offer development-oriented equity 
financing in the region, was taken over by the pastoral- 
based Elders IXL empire of Australia. The new owners 
have signalled their intention to turn Pica into a more pro- 
saic, trade-finance oriented institution. 

» The government-controlled Post Office Savings Bank 
bowed out of its merchant-banking joint venture with the 
Banque Nationale de Paris, declaring its intention to 
sharpen its retail-banking focus instead. The move marked 
the second time within a month that a state-run bank had 
jettisoned its foreign merchant-banking partner: DBS had 
earlier dissolved its joint venture with Daiwa Securities, 
preferring to capitalise on its government ties to go it 
alone. 

» Central bankers summarily expelled Jardine Fleming 
Singapore (JFS), one of the republic's longest-established 
and regionally best-connected merchant banks, for in- 
stances of supposed negligence and malfeasance, in some 
cases dating back three years. 

The expulsion of JFS came just a fortnight after enact- 
ment of the tough new MAS amendment bill gave central 
bankers authority for such peremptory action. Merchant- 
bank observers were predictably non-plussed by the ab- 
rupt show of regulatory force on such seemingly thin 
grounds. The MAS indictment alleged asset overvaluations 
in advisory documents produced by JFS on two deals: 
Singapore Land's acquisition of some ships from a com- 
pany owned by its chairman and major stockholder and the 
state-run Keppel Shipyard’s purchase of a 58% stake in 
Straits Steamship from the British Ocean Transport and 
Trading group. It also charged a former JFS director with 
issuing himself clean credit in contravention of a since-re- 
scinded law. 

Jardine Fleming sources countered that MAS had cited 
its asset valuations out of context, construed a standby line 
for stockmarket stagging (speculation in new Issues) into a 
clean credit and overstated its official role in the Keppel af- 
fair. Although technically eligible under the new MAS 
amendment bill to appeal the expulsion order as far up as 
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Finance Minister Tony Tan, many merchant 
bankers took a dim view of JFS' prospects on 
appeal. They felt the attack hinged less on 
the merits of JFS' conduct than on the gov- 
ernment's need for a face-saving foreign 
scapegoat in the Keppel/Straits Steamship 
fiasco. 

"In a place like this," according to one 
financier, “you're on the hook not so much 
for what vou advise as for whom you advise 
and who you are. Do you suppose the axe 
would have fallen nearly so hard on JFS if they had given 
their bad counsel to some multinational, say, or even a state 
agency from a neighbouring country? Or if they had been 
49% state-owned like DBS?” 

In fact, it was DBS that finally put its imprimatur on the 
$$1.98 (92 US cents) per share offer that Keppel made for 
Straits Steamship shares in August 1983. A year later the 
stock was trading from barely half that price. The 5$500 
million takeover — hailed at the time as a corporate coup — 
soured so quickly and thoroughly that it seems to have puta 
damper on merger and acquisition activity ever since. Only 
a handful of corporate finance plays have come to light 
since and on a far smaller scale than the Keppel deal. 

Late last year, Indonesian emigre entrepreneur Lim 
Tjoen Kong (under Rothschild's merchant banking tutel- 
age) stated a doubleplay: first he bought into an ailing plas- 
tic-bag manufacturer, to the tune of S$91 million worth of 
property-asset injections. Then he offered to swap S$105 
million worth of shares in his new public vehicle, rechrist- 
ened Tuan Sing Holdings, for the scrip of another listed 
company, Singapore Paper Products (SPP). Despite a nega- 
tive recommendation from Standard Chartered — adviser 
to SPP's minority shareholders — and division among the 
target company's board members, Tuan Sing wound up 
with a controlling 64% of its new subsidiary. Meanwhile, a 
brisk battle of newspaper advertisements mounted by the 


two opposing camps livened up an otherwise moribund 
corporate finance scene. 

It was the better part of a year, though, before another 
corporate finance transaction made the headlines. Once 
again, it was a reverse takeover under Rothschild's aegis. 
This time the target was Straits Steamship's money-losing 
subsidiary — the food-based Ben and Co. — and the suitor 
was the Brunei royal-family-affiliated QAF Holdings. Al- 
though relatively low-ticket at S$20 million for a two- 
thirds stake in Ben, the deal attracted interest because of 
the ingenuity of its simultaneous solution to technocrats: 
how to get Ben's red ink off Keppel's books and how to get 
the Bruneians a toehold on the local bourse without doing 
too much violence to the listing requirements. 


mark over the year, merchant bankers Morgan Grenfell 

Asia (MGA) must be cited for especial disingenuity in 
the numbers they cobbled together to justify the govern- 
ment-instigated merger of the republic's three newspaper- 
publishing companies into a single, politically malleable 
newspaper monopoly. In sheer magnitude the ploy must 
rate as the merger of the year, if not the decade: the result- 
ing company will be the largest Singapore-incorporated 
industrial share on the local bourse, with share capital 
amounting to nearly S$600 million. 

Yet the formula arrived at to value the shares of the three 
constituent companies is breathtaking in its simplicity: al- 
locate the scrip of the new monopoly according to the rela- 
tive share prices of the three counters in stock exchange 

trading at close of business on 18 June. 

> Nearly a quarter later, Morgan Grenfell 

: chimed in with a prospectus that features — 

with hardly any elaboration or analysis — a 

| set of proforma accounts purportedly com- 

paring the projected performance of the 

three companies in a competitive vs a mono- 

poly environment. By averting a wasteful 

circulation war, MGA concluded, each in- 

stitution had saved an earnings-per-share 

line-up in exact accordance with the arbi- 
trary stock allocation ratios. 

New share issues — which seemed to be 
cropping up at the rate of two or three a 
month in late 1983 — dried up at the source 
in 1984. The year's first issue, for Chan Ho, a 
specialist engineering firm, came to grief 
when regulators unearthed some long-cold 
tax questions and forced withdrawal of the 
offer at the 11th hour. Some observers read 
in the abrupt official intervention a note of official displea- 
sure at the advisory auspices of the issue, managed by a 
stockbroking house on its own without any merchant 
banking co-manager. But rumour and the Chan Ho deba- 
cle, coupled with a slumping stockmarket, so effectively 
clobbered the sentiment of punters and issuers alike that by 
the third quarter only four new counters had gone public, 
and those at (for Singapore) lacklustre oversubscription 
multiples. 

Unedifying as it was on the equity side, the year has 
proved even more dispiriting in terms of debt issues. In a 
market for bank credit depressed worldwide, Singapore 
has failed to carve out an appreciably greater share, despite 
the government's best efforts. Tax incentives offered in the 
previous year to encourage loan syndications were ex- 
tended in the current budget to include such modish syndi- 
cate exotica as guarantees, performance bonds and under- 
writing facilities. 

But bankers remain leery of the perils of demonstrating 
to Singapore's suspicious regulators that the required pro- 
portions of syndication work were done here to establish 
eligibility for the tax breaks, so the scheme has reportedly 
attracted scant new business to date. Similar qualms have 
so far undermined banks’ enthusiasm for a tax-incentive 
scheme designed to promote offshore funds management 
here. п 


I: deal-structuring ingenuity was Rothschild's trade- 
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| MERCHANT BANKING ‘84 
INDONESIA 
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By Manggi Habir in Jakarta 


4 his year has been particularly difficult for Indone- 
E sia's merchant banks or NBFIS (non-bank financial 
e institutions) as-they are called here. The prolonged 
“economic slowdown has adversely affected earnings this 
year, but more worrying are the long-term effects of last 
year’s tax and monetary reforms, which are expected to 
he mper future asset growth. 
The reforms have improved the banking sector's — par- 
ч "ularly the state banks’ — ability to attract funds. But ap- 
Ẹ arently this was achieved at the expense of the NBFIS 
“т, funding position. As a re- 
Sult, funding — crucial for 
f fuelling growth — has be- 
tome of mounting concern 
5 ong merchant bankers. 
e "addition, overall higher 
deposit rates throughout 
P the banking sector, thanks 
to bank liberalisation mea- 
Sures (REVIEW, 16 June '83), 
Have further dampened 
Whatever remaining in- 
‘terest there was in 
Jakarta's stockmarket. To 
"top things off, some NBFIS 
are still struggling to re- 
tructure their ownership 
comply with the govern- 
ment's ruling on having 
local majority ownership 
"within 10 vears of opera- 
- tion. 
T Funding problems, how- 
m ever, remain the major con- 
“cern of merchant bankers. 
| When tax reforms were ini- 
‘tially announced, NBFIS 
_ thought that their funding 
position would actually 
improve. Under the new 
Vax laws, interest income 
{тот bank deposits, which 
2 Was previously tax-free, 
T Was to become subject to 
‘tax similar to fund place- 
—ments with NBFIS. 
А But the monetary au- 
_ thorities, fearing massive 
—bank-deposit withdrawals. 
temporarily postponed 
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ia If © i this year 
unlike previous years — has been mini- 
mal. Some NBFIS have even regis- 
tered a drop in assets during this 
eriod. 


















are also lower than those registered a 
year ago. Interestingly, the drop in 


Funding problems are "їн camne in шыш. 
» е resting 
the major headache V pep ds 


cline in net interest income, suggest- 
ing a sharp drop in underwriting ac- 
tivity. 

Activity in the stockmarket has been limited to a flurry of 
new offerings early in the year, amounting to one bond and 
four equity issues. But these were largely companies which 
raced to get their offering licences before December 1983 to 
take advantage of tax incentives for going public. These in- 
centives are no longer valid under the new tax laws, which 
came into effect on 1 January. This year PT Prodenta, a 
consumers-product company, will be the first to go public 
under the new tax laws. 

But tax considerations are not the only reason for the li- 

mited equity offerings: high 

interest rates have forced 
* companies contemplating 

a public issue to come up 
à with high dividend yields 

at about 24-25%. 


ptimism about bond 
O issues early this 
year was also short- 


lived: scheduled to come 
after the major Rps 60 bil- 
lion (US$60 million) issue 
early this year by Jasa 
Marga (the state highway 
company) they never 
materialised. One reason 
could have been the 10% 
withholding tax on interest 
from bonds which became 
effective in April this year. 

Worried about this 
trend, NBFIS as a group 
are now calling on the 
monetary authorities to 
take measures to ease their 
funding problems and, at 
the same time, stimulate 
secondary market activity 
in the capital and money 
markets. NBFIS, on one 
hand, are suggesting that 
Jakarta eliminate existing 
tax incentives on bank time 
deposits and, on the other, 
issue tax incentives on cap- 
ital gains and dividend in- 
come from equity invest- 
ment. Under the new tax 
laws, dividend income 





taxing income from bank The ability to attract funds: reforms have helped banks — — and fruit-sellers. above Rps 960,000 a year is 


E thus effectively 
restoring the previous situation. But time deposits have an 
fadded attraction known as capital whitening — whereby 
‘no fiscal investigation would be made on the source of 
— funds. There is also confusion whether interest paid by 
NBFIS would be subject to a 15% withholding tax. Place- 
ments from individuals, insurance companies and pension 
funds have not shown any marked changes, merchant 
| bankers say, but they notice a worrying decline in place- 
ments from corporations 
Funding problems combined with a sluggish economy 
92 


г) 





subject to tax. 

They are also proposing to allow banks to include capi- 
tal-rgarket instruments — such as bonds — as part of the 
banks reserve requirement; allow merchant banks to issue 
long-term paper as well as have access to government long- 
term funds and — finally — to allow NBFIS to hold equity 
investment beyond the current five-year limit. Jakarta has 
yet to reply to these suggestions. 

An additional burden for some NBFIS has been the need 
to alter their ownership structure to comply with govern- 
ment ruling on local majority-ownership. NBFIS experi- 
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quartz movement. 
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` Conquest VHP is five to ten times 
more accurate than ordinary quartz 
watches. Expect it to vary by as 
little as one minute in five years 
(or 0.02 seconds a day). Responsible 
is a new Longines development: 
a quartz thermometer inside the 


movement monitors and neutralizes 
the main enemy of quartz-watch 
accuracy, the changing temperature. 


and bracelet of the models shown 
here have a distinctive silken finish, 
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of man-made sapphire. The case is 


man’s touch, something the VHP 
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ence on this transition has varied: some NBFIS, which have 
reached local-majority ownership by having only the local 
partner pay up additional capital — often at par value — 
have made this often painful transition without much diffi- 
culty. But for those NBFIS that had their local shareholder 
buy out other foreign partners, reaching agreement on a 
share price has been difficult and time-consuming. It will 
be interesting to see later what impact these changes in 
ownership have had on management. 

Still, the NBFIS funding outlook is not all that dis- 
couraging. The central bank's recent ceiling on the use of 
interbank funds could lead to excess liquidity with the 
state banks (the major supplier of funds in the interbank 
market): and with banks allowed to use interbank funds 
up to only 7.5% of their local depository base, there 
would be more funds left over for NBFIS to tap, bankers 
argue. 

In fact, some private banks, which are primary users of 
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interbank funds, are thinking of maintaining access to 
state-bank funds by going through NBFIS. This, however, 
would depend on whether the monetary authorities regard 
funds obtained from NBRIS as interbank funds. 

But funding problems aside, nobody would argue that 
the NBFIS' road ahead will be more difficult. NBFIS, ac- 
counting for only 7.2% of. commercial-bank assets, are 
often overlooked by government policymakers, as tax and 
monetary reforms have shown, The inactivity of the capital 
and commercial-paper markets has also forced NBFIS to 
compete directly with banks on loans. To make things 
worse, NBFIS are no longer protected by the central bank- 
imposed credit ceiling on banks which was eliminated in 
June last year. It will be interesting, though, to see how 
NBFIS face up to these challenges п 





THAILAND 








By Paisal Sricharatchanya in Bangkok 


hailand promises to be an active market for various 
Т: of merchant-banking business over the next 

few years. Loans syndication, particularly for 
public-sector borrowers, will remain the mainstay; but 
major foreign banks are poised to penetrate the Thai mar- 
ket with a number of other fee-generating services such as 
currency and interest-rate swaps. 

A large portion of the anticipated loans syndication from 
now on will likely be designed to re-finance parts of the 
countrys external debt 
which were committed in 
the past decade and which 
(also) carry high interest 
rates. Bangkok has built up 
a solid reputation in recent 
years on prudent econo- 
mic and financial manage- 
ment. As a result, the coun- 
try today enjoys one of 
the best credit ratings 
among developing coun- 
tries worldwide. It is there- 
fore logical that parts of 
the existing (and more 
costly) debts are re-financ- 
ed by funds that can be bor- 
rowed more cheaply now. 

The government in July 
authorised a US$200 mil- 
lion loan syndication 
which basically went to 
re-finance some of the old 
debts at the state-run Elec- 
tricity Generating Autho- 
rity of Thailand (EGAT). 
Carrying a floating rate of 
0.375 of a percentage point 
over the London inter- 
bank offered rate, the 
terms were considered one 
of the best ever received 
by a developing country 
(REVIEW, 5 July). 

Reports circulating in 
the foreign banking com- 
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Thai International: topped the list of public- borrowers. 


Fears of swaps becoming 
counter-productive 


munity here in September indicated that the government 
may enter the international money markets again by year 
end — this time for up to US$250 million (REVIEW, 13 
Sept.). So far there has been no confirmation from the 
Ministry of Finance (MoF). A senior official in charge of 
commercial borrowings told the Review that the subject is 
still under consideration. “It is possible that we will borrow 
more [for re-financing purposes] but much will depend on 
the prevailing market conditions," he said 

It now appears that 
more borrowings to 
stretch out parts of the 
existing external debt will 
be by virtue of necessity — 
at least over the next few 
years. Мапу analysts 
agree that repayment ona 
US$1 billion military ex- 
penditure package com- 
mitted under the then ex- 
treme rightist regime of 
Tanin Kraivixien in 1977 
IS now putting a serious 
strain on the country’s 
debt-servicing burden. 

Budgetary allocations 
for debt servicing have 
risen sharply in the recent 
past, from 12.5% (of total 
budget) in fiscal 1981 to 
17.4% in fiscal 1984 
(ended September). This 
has gone up further to 
20.8% of the current fis- 
cal-vear budget, or the 
largest allocation among 
the top-four sectoral ex- 
penditures 

The grace period for 
many of the (commercial) 
loans to finance the 1977 
military spending is up; 
and the country now has to 
start amortising the prin- 
cipals. As one Bangkok- 
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monetary policy that has been in force since 1981. 


The public sector ? mained the biggest borrower during | 


the fiscal year that j si ended and this will continue to be 


the case in fiscal 19t `. Aside from loans from multilateral . 
sources such as the V. orld Bank, Thai International — the | 
country's flag carrier — :opped the list of public-sector . 
borrowers from commer: ial sources (during fiscal 1984). - 
The airline floated a Y: ` ıllion (US$20.28 million) private - 


consortium to finance the purchase of two A300s. 


plus a ¥10 billion samurai bond issue 
by the MoF, Sfr 60 million (US$23.9 
million) for the Government Housing 
Bank and a ¥5 billion private (bonds) 
placement by the Telephone Organisa- 
tion of Thailand. dE к 

The anticipated re-financing © of 
parts of Thailand's existing foreign 
debt with cheaper funds eventually 
means a smaller spread for foreign 
commercial lenders. This probably ex- 
plains why major foreign banks are 
keen to introduce various fee-generat- 
ing merchant-banking services to the 
Thai market. "E 

Informed sources told the REVIEW 
that many large American banks have 
in recent months conducted seminars 
for government agencies and state en- 
terprises, plus large corporate firms on 
the virtues of such merchant-banking 
tools as currency and interest-rate 
swaps, the revolving underwriting 
facility (RUF) and an RUF offshoot 
known as the tender panel. 





These facilities are relatively new to 
Thailand and other developing coun- 


tries in Southeast Asia (except Singa- 
pore). So far, there was only one case of 
a currency swap here involving the In- 
dustrial Finance Corp. of Thailand 
(IFCT) — a semi-official body which 
resembles the country's only version of 
a development bank — swapping €4 
billion (of its debt) into Swiss francs. 
., According to ТЕСТ executive vice-pre- - 
sident Aswin Kongsiri, the agency ini- 
dated the swap to lessen its yen expo- 





(owed by other state enterprises) - 


rojects in which the PTT is іп- | US dollar or the yen, a curr 


984 ‘Thailand had a total external debt of Р 


ncurred by the public sector. The government ' 
eiling of about US$2 billion public-sector... 
lebt formulation during fiscal 1984 but combined 
al borrowings only amounted to around US$1.2 bil- ^ 
. This reflects a continuation of the austere fiscal and | 


the swap facilities. Given the conservative т 
: t | | bureaucrats at most state corporations, 
(bonds) placement, arranged US$83 million worth of yen . 
leasing to finance the purchase of its sixth Boeing 747 and.. 
concluded US$95 million of export credit from a European | 

| was official blessing (from the MoF). It now rem 

On top of the US$200 million loan for EGAT, other. 

public-sector commercial borrowings (also during fiscal . 


1984) included a US$85 million floating-rate notes issue — . practised — would be beneficial in the long run. | 





The announcement appears as a matter of record only. 
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"Ehe initial Thai reaction to the foreign Баз 
tions was broadly described as favourat 
bankers and some Thai analysts agree that the sx 
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tential for the Thai market in the years to come. 
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197. Investment Manager's Handbook 
A reference that is a single 
comprehensive guide to developing 
portfolios that will most benefit your 
clients and yourself. The 41 
contributors to the book represent а 
blue-ribbon group of top investment 
professionals, and the information ts 
accurate, innovative and practical. 


1037 pp. US$62.00 


k The Controller's Handbook. 
umethatoffersthorough | 
rape of the expanding position of 
controller in today’s corporation, 
cludes sections on the role of — 
wrollership. cost systems, financial 
nalysis, financial responsibility and 
fining, budgeting and performance 
nalysis. 1253 pp. US$62.00 











1092. The International Banking 
Handbook 

A one-of-a-kind sourcebook of 
today's radically new 
international banking scene. H 
provides clear and complete 
presentation of the Eurocurrency 
markets. the role of the 
international banker. marketing 
international services, the future 
of international banking and 
much more. Get an insider's view 
of current issues in international 
banking and how they affect 
world business. 853 pp. 
US$58.00 






nancial Markets" covers instrument 
chanics, market regulations and 
nore in a comprehensive yet 
bie form. Required reading for 
ntelligent portfolio management, 794 
$$62.00 

























The Modern Accountant's 


Modern. Accountant's Handbook is. 
accurate, up-to- date reference 

hich covers current accounting 
actice, The sixty- five contributing 
thors have been involved extensively. 
formulating their companies" 
counting policies. They deal with: 
deas that have been developed and 
led and, most important, ideas that _ 


ork! US$62.00 


203. The Bankers' Handbook 
Covers every topic of importance to the 
practising banker and the businessman 
who uses the services of a bank. Its 87 
chapters place the money knowledge of 
90 of the country's leading bankers at 
| the fingertips of bankers and 
businessman alike, in concise, 
analytical style. Easy to use to help the 

businessman determine the best 
| methods for. improving the handling of 
his own banking. 1191 PP- US$62.00 


























SCMP Mail Order Bookshop brings to the bus 
money market professional a selection of invalua 


ntial Management Handbooks From Dow Jones Irwin 
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198. The Managerial and Cost 
Accountani's Handbook 

A handbook that provides practical 

. guidance for solving a wide variety of 
‘managerial and cost accounting 
problems of modern business 
enterprises. Includes: background and 
concepts, use of information, 
organisation and control systems. 
emerging trends and much more! ) 297 


рр. US$62.00 


201. The Treasurer's Handbook 
The Treasurers Handbook will 
provide you with an almost 
inexhaustible source of ideas which. you 
can apply fo hoth diiy-to-day work as 
well asio even more important 
function of long-term planning. For 
those who wish to do further research 
an any particular subject, the editors 
have included a compilation of 
references which enlarge on the 

| coverage in the book: 1210 pages. , 
US$62.00 | 


204. Financial Executive's Handbook 

A compact, authoritative source of 

| information on every aspect of finance. 
The 73 authors, each a leading 
corporate executive and an export in his 
field, cover areas such as management 
control, capital management, - 
accounting, mergers and acquisitions, 
systems analysis, asset management, 


etc. 1264. pp. US$62,00 
















432, Moner Market Calculations 

































Cateatatians 


Yields, Brenk-Esens And Arbitrage 
Without the use of a computer, 
hundreds of calculations for ——— 
determining the true yield of 
money market instruments under 
varying conditions can be dose, 
and this books shows how. 
Formula's for yield, total return. 
market valuation, accounting 
valuation, expected rate of return, 
yield on daily compounding basis 
and much, much more are 


included. 429 pp. US$40.00 


813. The Sales Manager's Book of 
Marketing Planning 5 


À complete, concise and practical guide 


for decision-making executives who 
need a better understanding of the 
market environment in which they 
operate, Inchudes target marketing, 
distribution planning, price planning, 
sales and advertising plans and much 
more. 244 pp. US$34.00 


744. The Real Estate Handbook 


A standard work for the real-estate 


profession. This book provides à 


wealth of information for anyone 


seriously considering real estate 


as an investment. The book covers. 
every aspect of buying and selling 
real estate, including contracts, law, . 
value analysis, property income, f. 
ncing and 








property management. 
much more, 1,186 pp 


2.00 











busy executive, investor, and . 
ble business reference | 


volumes. Each book is designed to give you the kind of information you need : 


Required Reading For Investors And Money 








433. Modern Portfolio Theory 

dna unique blend of the academic 
and practitioner's points of view, 
this volume provides the portfolio : 
manager and the individual 
iavestor with current state of the 
art concepts and applications for 
money management, The concepts 
are clearly stated with diagrams 


and graphs to support and clarify 
‘the explanations. Supplements 


provide mathematical details, $25 


рр. US$58.00 





` 440, Foreign Investment In United 
` States Real Estate 





` f you are a non-citizen considering: 
investing in US property or a | 
person who wants to meet the — 
foreign investor's needs, this book 
will save you time, trouble and 


. money. This comprehensive guide 


follows the investment process 
from the buyer's view point and 
deals with the special problems of 
anonymity, currency controls, 
property managernent, joint 
ventures etc. 655 pp. US$60.00 




































435. Interest Rate Futures 
Written for anyone professionally 
or privately engaged in finance and 
investments — or who is interested 
in learning more about them. 
Bankers, portfolio managers and 
corporate financial officers will 
relate to the sections on hedging 
against interest rate risks, 
Individual investors will find 
alternate strategies то fit both 
conservative and speculative 


objectives. 413 pp. US$37.00. 





434. Foreign Exchange Futures 
The first book to describe in detail 
the operations of the forcign 
exchange futures market! It 
explains how some traders employ 
currency futures to limit their. - 
foreign exchange risks and how 
sthers use them for arbitrage and 
speculation. Any individual who 
buys foreign-made goods or works 
for a multinational corporation will 
find this book an indispensable 
guide. 317 pp. US$37.00 
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437, The Dow Jones-Erwin Guide 
To. Commodities Trading — 

A valuable reference that starts 
with a general overview of the 
market, and continges with 
analysis of commodity price factors | 
which determine cash price dnd the | 
specific facts and trading systems — 
that the trader will be dealing with. 
357 pp. 15540.00 












capital ce, A serine | 
_ important management area! 429 


рр. US$44.00 
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426. sine: 
Analysis And Appraisal OF Closely 
Нем C ompanies * 

The essential book for any person 
who needs to know the value of a 
closely held corporation or un- 
corporated business. Beginning 
with the fundamentals of 
valuation, the book presents both 
theoretical principles and generally 
accepted practices Methods are 
alse applica ble to regular 
corporations, general and limited: 
partnerships and «ole 

` proprietorships. 410 pp. 08662.00. 





427. The Versatile Manager 
Describes the use of the Dings 
grid approach when motivating 
and communuwating with 
suhbordinates, peers and sug 
U ieme what actu i 
appropriate ноз given | 
E RSLA TE Eois essentia £f 
for succes 







424. Corporate Information ~~ 
Systems Management — 

A volume that addresses. the issues 
of strategic planning in the design, 
implementation, and control of 
large-scale information systems. 
Focusing on the entire information 
system function in a corporation, it 
blends the management of 1S 


23. The Concept. OF Corporate 
trátegy 

Lovers in depth the four major 
unctions of the chief executive 1/ 
ecuring the attainment of planned 
esultsan the present 2/ producing 
éth technical achievement and 
uman satisfactions 37 making a 
istinctive personal contribution 4 / 
lanning policy affecting the technology with the role of general 
ature, 180 pp. US$22.00 manager. 211 epp 08524.00 


ow Jones Irwin Reference Books 














sales, as well asa company' 8 

position in the market-place, 
depend upon man ent of 
its sales force. This book is а 

` definitive work covering... 
virtually every area of concern 
needed by every sales manager 
or potential sales man: 

Fully indexed. 522 pp. US$70.00 
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431. The Dow Jones Irwin Business 
And Investment Almanac (1984) 
A vast compendium of information 


30. The Dow Jones Averages 
885-1980 
his magnificent volume is an 
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By Edna Carew in Sydney 


he lesson which was driven home in 1984 for Austra- 
T lia's merchant banks is that, whether it is cricket or 

merchant banking, there is no such animal as an all- 
rounder. 

Increased competition from a freshly unshackled and ag- 
gressive banking sector has forced merchant banks to make 
a cool appraisal of their operations, recognise their 
strengths апа: weaknesses and develop their specialities. 
Australia's future financial system will have no room for an 
organisation offering across-the-board mediocrity. 

Until September, the survival choice for Australia's 
many merchant banks seemed to be polarised be- 
tween a bright future as a full-scale bank or a bleak 
outlook chipping away as a non-bank at the edges of 
a dynamic and expanded banking system. Federal 
Treasurer Paul Keating's 10 September announce- 
ment of — among other items — a moratorium on 
existing foreign-investment guidelines on mer- 
chant-bank shareholdings, breathed new life into 
what had become a despondent group. Australian 
merchant banks with multiple — and often conflict- 
ing — shareholdings can now restructure on a 100% 
foreign-ownership basis. Previous regulations call- 
ed for a 50:50 partnership with a local entity (and 
led to some strange corporate marriages). This has 
been waived for at least 12 months, after which time 
the government will review the situation with a 
view to “formulating an ongoing policy on foreign 
participation in the Australian merchant-banking 
industry.” 

The policy stance outlined by Keating recognised 
the shortage of suitable Australian equity for the 
formation of a string of new partnerships and the 
need for merchant banks to rationalise their own- 
ership to give them sufficient competitive clout in 
the new financial environment. Keating announced these 
new and welcome guidelines simultaneously with the 
Australian Government's invitation for bank-licence 
submissions. The moratorium on merchant-bank share- 
holding guidelines had been tipped but its gen- 
erous terms took merchant bankers pleasantly by sur- 
prise. 

The more relaxed attitude to 100% foreign ownership of 
merchant banks has also altered the equation for those 
drawing up their arguments for a bank licence. The reality 
that even 10 new bank licences would leave many merchant 
banks out in the cold and the reassessment of future pros- 
pects as a non-bank has prompted some rethinking on the 
real value of bank status. The authorisation to trade foreign 
exchange, granted in June to some 40 merchant banks, plus 
the chance to operate with sole parent shareholder, gives 
many of them what they have always sought. Most mer- 
chant banks will still shoot for bank status, but at least now 
the alternative still seems attractive. 

Having to scale down in equity to the Australian Govern- 
ment's preferred 50% overseas stake to achieve bank status 
takes some of the gloss out of becoming a bank. The possi- 
bility of being a 100% foreign-owned bank has not been 
ruled out at this stage but, with a number of applicants put- 
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ting submissions together on the basis of 50% foreign, 50% 
local, a proposal structured on full foreign ownership 
would need to mount strong arguments demonstrating the 
benefits to Australia of such a deal. 

Immediate beneficiaries of the government's flexibility 
regarding merchant banks' restructuring will be the mer- 
chant banks' consortia, formed years ago in the heyday of 
that structure to provide a merchant-banking vehicle in 
Australia for a number of overseas and domestic banks. 
Most of these merchant bank consortia were heavily into 
lending. This is now carried out by banks, thereby cutting 
into the role of the consortia. Since the establishment of 
these consortia, many of the shareholders have launched 
50:50 partnerships with Australian companies, adding to 
the already complicated network of merchant-bank paren- 
tage. 

Furthermore, local bank mergers left banks such as 
Westpac Banking Corp. and the National Australia Bank 
with a foot in several merchant banks. Steps have already 
been taken towards unravelling these interwoven hold- 
ings. 

The 10 September news, though, means that instead of 
the unwinding of the consortia leading to fewer merchant 
banks, it will more likely spark a proliferation of mer- 
chants as shareholders throw out their own shingles. The 
recent expansion of Australia's foreign-exchange market 
has underlined the importance of clear-cut shareholdings 


/ 


— merchant banks which аге 100% owned (in most in- 





ste neces by foreign parents) have fared better in terms of ac- 
с iring credit lines than their consortia rivals where the 
urce of ultimate parent support is less defined. 


o contrary to earlier gloomy predictions, the over- 
all number of Australian merchant banks probably 
will not fall: the merchants themselves will change 
form, in many instances they will downgrade — possibly 
even to little more than a representative office — but they 
are unlikely to ship out of Australia at this stage. This new 
phase in the evolution of Australian merchant banks is 
likely to herald the growth of a new breed, probably run- 
ning-tighter ships, rather than a rationalisation and shrink- 
ing of the industry. Breaking down of long-standing con- 
trols over the banks has simultaneously demolished many 
of the traditional distinctions between banks and merchant 
banks in the Australian context. In many cases it has al- 
most eroded the merchant banks’ role. Many of these in- 
stitutions have operated as quasi-banks and are now forced 
to switch tracks to survive. 

The more forward-thinking merchant banks in Australia 
have taken a leaf from their United States investment- 
banking counterparts and specialised in securities trading; 
others have built up reputations for good corporate advice, 
fund management or strength in particular areas such as 
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MERCHANT BANKING '84 


The figures tell the story. Private-sector companies were 
allowed by the government to raise Rs 10.04 billion 
(US$843.7 million) of funds during calendar 1983 on the 
basis of applications they made to New Delhi. In 1978, the 
amount was just Rs 2.73 billion. Similarly, during the first 
11 months of 1983, companies raised Rs 3.20 billion from 
the capital market through prospectus against Rs 2.62 bil- 
lion in 1978. Although no firm figures are available, know- 
ledgeable circles believe that for anything between 50% 
and 70% of the amounts collected from the market, mer- 
chant bankers have been involved in one way or the other. 
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ut the statistics are the less important part of the 
B story. Far more significant has been the coming 

closer of the corporate world and the saving-invest- 
ing public. In India, until only a few years ago, the corpo- 
rate world was ploughing a lonely furrow. The big change 
came when a spate of so-called Fera issues — public issues 
made by blue-chip foreign companies in com- 
pliance with the provisions of the Foreign Ex- 
change Regulation Act (Fera) of 1973 which re- 
quired these companies to bring down their foreign 
holding — hit the capital market in the mid-1970s. 
That created momentum and the market has not 
looked back since. 

Among those who cashed in on this were mer- 
chant bankers. Grindlays Bank introduced mer- 
chant banking in India with a small unit in 1967; 
others soon followed. Today most nationalised 
banks and a few public financial institutions have 
opened merchant-banking divisions and most of 
them are yielding modest returns. Some of them, 
the private-sector stockbroking firms, sensing the 
potential, have also chosen to take up merchant 
banking. 

The business is fast filling up and a steady flow of 
assignments is still sustaining it reasonably well. 
But competition is keen. Banks enjoy a clear edge 
as they can use their financial power to secure busi- 
ness. The best hope for the private companies lies in 
providing good-quality service and some of them, 
like DSP Financial Consultants and Ficom, have 
held their own by dint of their efficiency. 

Much will depend on merchant bankers’ re- 
sourcefulness in spotting and mobilising newer 
pools of resources. They have already achieved 
considerable success in raising public deposits for com- 
panies. The business now runs into billions of rupees; the 
latest figure puts it around Rs 10 billion in 1983. Business 
circles believe that the volume will not only be maintained 
but steadily raised in coming years. 

Another highly prospective area lies in tapping the sav- 
ings of the non-resident Indians living in West Asia, South- 
east Asia and the West. Some private merchant bankers 
have either opened up offices in some of these areas or have 
appointed local agents for this purpose. DSP Financial 
Consultants has entered into an agreement with Dresdner 
Bank of West Germany to operate as its associate in India: 
and in the latest instance of internationalisation, Cham- 
paklal Investment and Financial Consultancy (Cifco) has 
entered into an agreement with Hill Samuel Investment 
and Management 
International, a 
member of the Hill 
Samuel group of Bri- 
tain, to set up a mu- 
tual trust or unit- 
trust tvpe organisa- 
tion to tap the re- 
sources of Indian ex- 
patriates. The com- 
pany, named Cifco 
Hil Samuel Unit 


CAPITAL ISSUES SANCTIONED 
TO PRIVATE SECTOR 
COMPANIES 


(in Rs million) 1978 


Initial shares 
Further shares 
Bonus shares 
Debentures 
Loans, etc 
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Fund, will be based in Jersey, Channel Islands (Britain). 

The much-liberalised scheme for non-resident invest- 
ment announced in the 1983 budget early last year opened 
up a promising vista for this line of business. Unfortunately, 
the controversy that has broken out over the transfer of 
shares of two Indian companies, purchased by the London- 
based Indian industrialist Swraj Paul of Caparo Industries, 
has acted as a damper on the scheme. Corporate circles 
however feel that this is a passing phase and before long the 
size of such investment will become more respectable. 

Yet another very promising area is the exploitation of 
rural savings. But except for a handful of cases, no serious 
effort has yet been made to harness such savings for the 
purchase of shares or debentures. Yet the response even to 
such half-hearted efforts has overwhelmingly confirmed 
the vast scope of such business. What is lacking is the right 
kind of sales talk and the right infrastructure to spread the 
cult of equity among the rural population: many merchant 
bankers are yet to be convinced that such efforts would 
prove worthwhile. 

They can afford to take such a view because the past few 





years have unravelled for them a treasure trove lying hid- 
den in the urban middle class. These people, belonging to 
the lower-middle to upper-middle income group among 
salaried employees and small-time professionals, have 
been showing a new-found interest in various fund-raising 
proposals emanating from the corporate sector. They are 
neither speculators nor high-fliers but sedate investors, 
hoping for an honest return on their honest income. 

And to the credit of the corporate world, merchant bank- 
ers, brokers and their like, they have seldom been let down. 
The stockmarket has remained steady to bullish and corpo- 
rate performance by and large has been satisfactory. 
Boardrooms are becoming more conscious of their public 
image. All this augurs more financial business and, as long 
as this business runs well, merchant bankers too will 
prosper. 

Merchant bankers have other functions to perform as 
well: project counselling, project financing and running 
such general errands for their clients as seeing a proposal 
through the official labyrinth. They are supposed to func- 
tion as some kind of organisation men and expected to fill a 
particular slot in the corporate division of labour. Until 
now, merchant bankers have acquitted themselves credit- 
ably in these functions. But if this tempts them to notch up 
their charges — incipient signs are already there — they 
may not find the going so good. That is the message for them 
in 1984. п 
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One telephone call does it all. Fyatt’s new 
computerized reservations system can confirm 
reservations instantly, at anv of our worldwide 
n tels. 

Our sophisticated system confirms rooms and 
rates, performs instant currency conversions and 
otters detailed information on every Hvatt Hotel. 
You can reserve special accommodation like 
ocean front rooms or extra-tirm bedding. arrange 
dinner reservations and limousine service. 

BW helps take the guesswork 
out of planning international travel. Call 


us now and see. WISI | 
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HYATT (HOTELS 


For instant reservations at 115 hotels 
ın 27 countries worldwide, call Tokyo 
(03) 345-1481, Hong Kong (3) 723-3388. 
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US. on the AT&T Network saves teleconferencing service is cost you everywhere in the US. 
а lot of money. effective, too. And operators to arrange 
First, it's the fastest way. AT&T's operators can put teleconferencing. 
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to every phone in the US., everyone you do business with 
no matter how remote the area. coast to coast together more 

And offers operators, should €—— TEEPE 
you need help. 

Then there's the fact that 
nothing gets attention like an 
international call. 

And when you get atten- 
tion, you get results...fast. 

Calling adds a personal 
touch. An informal conversation 
lets you exchange ideas, 
persuade and convince. 

Get a quick decision. T p | 
Just the tone of a voice o ow. o£. 
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can set you on the right track. 

You can clear up misunder- 
standings. And you can nego- 
tiate and close a deal before you 
Say goodbye. 
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Christian churches caught - 


in a political crossfire 


By Mervyn de Silva in Colombo 


ith racial strife and armed strug- 

gle threatening to tear apart the 
fabric of Sri Lankan society, the Chris- 
tian churches have been caught in the 
crossfire of the raging Sinhalese- 
Tamil conflict. Although only 7% of 
the population, the island’s Christian 
community counts more Sinhalese 
both among the clergy and the laity. 
Yet, as a minority religion, it must cope 
with the social, political and even eco- 
nomic implications of the dominance 
of Buddhism. 

When the British conquered the 
whole island in 1815, they were clever 
enough to recognise the pervasive in- 
fluence of Buddhism over both “chiefs 
and inhabitants.” Thus, the British de- 
clared by treaty that the religion was 
“inviolable” and that its “rites, minis- 
ters and places of worship” would be 
protected. The business of conversion 
to Christianity had a fitful start, partly 
because, General Maitland concluded 
intelligently, if somewhat cynically, 
“the convictions of converts depended 
on where their profits lay.” 

Although a famed orator-monk did 
engage a leading bishop in a day-long 
public debate on the Bible a century 
ago, it was not religion but the spread 
of Christian missionary schools that 
provoked Buddhist resentment and 
later a counter-attack. Interestingly, 
the American missionaries concen- 
trated on the Tamil north and to this 
day the Massachussetts state assembly 
and the Boston elite are powerful “lob- 
byists” of the Tamil separatist cause. 

If, in its pre-independence (1948) 
phase, Buddhist revivalism selected 
materialism, Westernisation and “de- 
based, alien values” as its favourite 
targets, from the mid-1950s onwards, 
the revivalist attack was more closely 
focused on education and jobs. The 
state-supported Christian domination 
of the schools meant greater educa- 
tional opportunities, and therefore 
wider possibilities for social and eco- 
nomic advancement for the minorities. 
The majority Sinhalese Buddhists also 
suspected that the disproportionate 
share of secure, status-carrying civil 
service jobs held by the Tamil and 
Christian minorities was part of a colo- 
nial “divide-and-rule” policy. 

The minorities saw Sinhalese Bud- 
dist revivalism as not only an attempt 
at traditionalist cultural resurgence, but 
as an effort to impose majority domi- 
nance in all spheres, and thus against 
the minorities. In the 19th century, 
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Riot-torn Colombo: radical tradition. 


however, the Buddhist movement had 
a strong radical strain. Many monks 
actively participated in anti-British 
peasant uprisings in the manner of 
John Ball, one of the leaders of the 
Peasant Revolt (1381) in England, and 
Thomas Muntzer (1490-1525) a major 
figure in the Protestant Reformation in 
Germany: Some monks paid for this 
with their lives. 


n emergent, pre-independence 

Marxist movement helped revive 
this radical tradition. Scores of edu- 
cated monks and at least one famous 
Buddhist university identified them- 
selves openly with socialist ideas and 
working-class causes. Arguing that 
Buddhism stood firmly for the equality 
of man and his total emancipation, 
many influential monks tried to recon- 
cile religion and socialism. 

An attempt to create a Buddhist 
“liberation theology” was fiercely re- 
sisted by conservative Buddhists, both 
clerical and lay. A popular tract of the 
times entitled Buddhism and Marxism 
was written by a young lawyer-politi- 
cian who challenged this theology on 








the grounds that Buddhism was quint- 


Its author, 
now Sri 


essentially non-violent. 
Junius Jayewardene, is 


| Lanka's president 


The keenest supporter of the conser- 

vative Buddhist counter-campaign 
* was the Catholic church, whieh 
joined in denouncing "political 
bhikkus" (monks whe 
participated їй 
~ politics). The leftist- 
Ж. parties branded the 
church “a tool of Bri- 
tish imperialism” and 
“an appendage” ofits 
successor, the right- 
wing United Na- 
tional Party which 
took office in 1947. 
Philip Gunawardena, 
founder of the Mar- 
xist movement raged 
against “the pimps of 
the British, the pros- 
titutes of the capital- 
ist press and crafty 
Catholic priests" 
after an election de- 
feat 


The "cultural rev- 
olution” of 1958 
which swept Solo- 


mon Bandaranaike to 
power, saw Sinhala 
installed as the only 
official language in 
place of English. ft 
was also the begin- 
ning of Tamil dis- 
trust. The 1972 res 
publican constitution 
gave formal recogni- 
tion to the “pre-emi- 
nent" role of Buddhism. With Bud- 
dhist rights fullv restored and the 
Maha Sangha (higher clergy) enjoying 
state patronage, the cutting edge of 
Buddhist revolt had been blunted 

It has been argued by Reggie 
Siriwardena, a well-known Sri Lan- 
kan intellectual and human-rights ac- 
tivist, that Buddhism had neither the 
missionary zeal nor the militancy of 
Christianity or Islam. Buddhism has 
yet to evolve a philosophy of radical 
social actions whereas the original 
radical content of the Gospels, 
Siriwardena argued, together with the 
central symbols of Christ's life, from 
manger to cross, kept the radical spirit 
of Christianity alive 

The situation has changed some 
what. High-ranking monks lead the 
United Religious Organisations, which 
stands for a peaceful settlement of the 
ethnic conflict. Thirty-five monks 
have joined Christian priests, leftwing 
political parties and trade unions in а 
new campaign mounted against a gov- 
ernment plan to transfer farmers' 
lands to agricultural business 

However, the Sinhalese indentity of 
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the majority appears 
to prevail over the 
Buddhist one and 
the minorities are 
under pressure. The 
Sinhalese are stun- 
ned by the sheer de- 
fiance of Tamil rebel 
youths who are sup- 
ported by the neigh- 
bouring Indian state 
of Tamil Nadu, the 
Source of  atavis- 
tic Sinhalese fears. 
Meanwhile, the 
Christian churches, 
traditionally iden- 
tified with the con- 
servative establish- 
ment, are trapped in 
the clash of ethnic 
identities 

For the Catholic 
church — and there 
are many more 
Catholics than Pro- 
testants in the 1-million-strong Christ- 
lan community — the problem could 
not have come at a worse time. With- 
in the church, in the Catholic week- 
hes (Sinhala and Tamil) and among 
the Catholic intelligentsia, the Vati- 
can's campaign against “liberation 
theology” is now a topic of heated de- 
bate. 

Not only have a handful of Christian 
Tamil priests become activists and 
sympathisers of the liberation struggle 
but at least three of them have been 
jailed under the Prevention of Ter- 
rorism Act. While one of them, Fr Sin- 
narasa, escaped in a dramatic jail- 
break of 250 prisoners in 1983, another 
priest, Fr Singarayer refused to do so. 
And when he had a chance to escape on 
another occasion he said he wanted to 
face trial to prove his innocence. 

The jail-breaks were organised by 
Tamil guerrilla groups operating from 
Madras in southern India. Also in 
Madras is another Tamil fugitive, Fr 
Sam Jeyakularajah, a Methodist pas- 
tor. Sinnarasa identifies himself so 
closely with the Tamil Tigers, the best 
known of rebel groups, that he some- 
times speaks to the press in Madras in 
the company of prominent Tigers. 

A recent statement Sinnarasa made 
sent alarm bells ringing in the Catholic 
church. He told a British correspon- 
dent that when he speaks to young In- 
dian priests in seminaries such as the 
one in Pune, near Bombay, he has “no 
difficulty in persuading them of the 
need for our methods, even if the Vati- 
can disagrees.” Asked what God would 
think of such methods, he replied: 
“God will expect me to lead our people 
to a just society and we have to take up 
arms to defend the people.” 

Accusing him of “dangerous talks 
bordering on treason,” the privately 
owned Sri Lankan daily Sun, in an 
editorial entitled “The Black 
Shepherd” wrote: “At a time such as 
this — when violence threatens to de- 
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stroy not only everything that is held 
sacred both by church and state but 
also human life itself — it is beholden 
on the archbishopric of Colombo and 
the Vatican (through its nuncio in Sri 
Lanka) and the congregation of a sac- 
red order to make urgent investiga- 
tions into the allegations of church in- 
volvement in terrorism and weed out 
the black sheep (in the guise of shep- 
herds) who bring discredit tothe church 
and misery to the people of Lanka.” 

Within a week the Catholic bishops 
conference issued a statement on “vio- 
lence” after a special meeting, which 
took up only one topic: Sinnarasa's re- 
ported remarks. The statement said: 
“We would like to take this opportu- 
nity to reiterate that the Catholic 
church categorically rejects violence 
The constant teaching of the church 
which is being powerfully proclaimed 
again and again by the present Pontiff 
makes this absolutely clear.” 

A spokesman for the president of the 
conference, the Bishop of Chilaw Mar- 
cus Fernando, took special care to in- 
form the press that “the proclamation 
carried the approval of every Catholic 
bishop.” The church has three Tamil 
bishops, two of whom figured quite 
prominently in events directly con- 
nected with the violence in the pre- 
dominantly Tamil north. 


hen an army convoy ran into a land 

minenearMannar,araciallymixed 
northwestern town, and five soldiers 
were killed, Jeep-loads of drunken sol- 
diers went on a rampage and set the 
town's bazaar ablaze. About 130 shops 
and homes, mostly Muslim-owned, 
were razed to the ground, and a few 
frightened residents who ran for cover, 
were killed. The miutinous soldiers 
have since been punished. In describ- 
ing those nightmarish hours in detail, 
the Bishop of Mannar Savund- 
ranayagam spoke of "an invading 
army" running amok. 





Playing to the 
electoral gallery 


By Bunny Suraiya in Calcutta 


f Nandmuri Tarak Rama Rao did 

not exist, Indian democracy would 
have to invent him. A pivotal figure at 
centre stage of Indian politics who in- 
spired oppositional unity — however 
momentary — the “avatar of 
Andhra” has substantiated his screen 
image as a matinee manifestation of 
Lord Krishna, the eighth incarnation 
of Vishnu, preserver of cosmic order; 
a role he has played often in his 33- 
year career as a film actor. 

Like many of the mythological 
characters he has portrayed, Rama 
Rao — or Anna (Elder Brother) as he 
is popularly known — comes from an 
obscure background against which 
his later glory shines all the more 
splendidly. He was born in 1923 in 
the village of Nimmaruk which is lo- 
cated — with prophetic coincidence 
— in the Krishna district of what is 
now Andhra Pradesh. His father 
Lakshaiha Choudhury, was a well- 
to-do farmer of the Kamma caste. 

In 1942, the farmer's son was mar- 
ried to Vasavran Tarakum. The 
couple raised a large family of 11 
children: seven sons and four 
daughters. Rama Rao was working as 
a low-grade government official 
when, in 1949, his good looks and in- 
terest in acting won him the main role 
in the Telugu film Mana Desam (My 
Country). The film proved a success 
and Rama Rao was soon able to leave 
his job and concentrate on his re- 
markable film career. 

When he finally gave up the screen 
to enter the political theatre in May 


And Bishop Deogupillai of the 
northern capital of Jaffna can hardly 
be a passive witness even if he wants 
to. The Allens, an American couple, 
kidnapped by a Tamil underground or- 
ganisation, which suspected Mr Allen 
of being a CIA operative; were released 
by their captors at Bishop House, 
Jaffna. Besides, Bishop House is now 
almost a mandatory port-of-call for all 
visiting foreign correspondents and 
the bishop has been widely quoted in 
the international press to the evident 
embarrassment to the government. 

Perhaps this discomfiture also is 
shared by the church. On 7 October, 
the Catholic Messenger published a 
front-page interview with the two 
bishops. The interviewer was Fr Ar- 
thur Ameratunge, a Sinhalese priest. 
Deogupillai was asked why he refused 
to use the word “terrorists” and pre- 
ferred the term “militant Tamil 
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1982, he had starred in a total of 309 
films, directed 25 and produced 10. 
He was the highest paid and busiest 
star in the prolific Telugu film indus- 
try. At the peak of his career he re- 
portedly charged Rs 2 million 
(US$168,067) a film and often was in- 
volved in as many as a dozen assign- 
ments a year — generally in the role 
of the agelessly youthful Krishna, 
whom he played with aplomb as a 
stout and balding 60-year-old. 

Honoured with the Padmasree in 
1968, in 1978 he was awarded the title 
of Kala Prapurana (Supreme Artist) 
by the University of Andhra, for his 
contribution to popular culture. But 
his greatest asset lay in his near-total 
identification in the minds of his fans 
with the divine heroes he played. In 
many households in Andhra and its 
neighbouring states, the customary 
images of deities include a garlanded 
and worshipped portrait of the film 
idol, the people's own popular repre- 
sentative to the Hindu pantheon. 

Such idolatory is not uncommon in 
India, particularly in the south where 
Rama  Rao's neighbour, M. G. 
Ramachandran of Tamil Nadu, also 
owes his political success largely to 
his film-hero background. Cinema is 
a powerful medium of communica- 
tion in India and the hero righting 
wrongs on the screen is given greater 
credibility than the remote sarkar 
(government) whose immediate rep- 
resentatives are only too often call- 
ously indifferent or openly exploita- 
tive of those they are meant to serve. 
Literally playing a god to the gallery, 
Rama Rao — robed in holy saffron 
and enveloped in pious ritual — com- 
bines the appeal of a film hero with 
the magnetism of a messiah. 

When he renounced his film career 
in 1982 to enter Andhra politics, “at 
the dictate of God,” it was as if an 
ascetic prophet had left his mountain 
hermitage to engage in worldly battle 


youths” when talking to foreign report- 
ers. The bishop said: “I refused to call 
them terrorists as the government 
does, because the government has not 
defined terrorism. They call them- 
selves freedom fighters . . . they are fight- 
ing for an independent Tamil Eelam.” 
National Security Minister Lalith 
Athulathmudali offered the same 
foreign journalists a different angle on 
the bishop's attitude to “the boys,” the 
affectionate name given to the mili- 
tants by the people of Jaffna. “When Fr 
Singarayer's case is heard, the bishop's 
connections may be clearer" he hinted. 
With its unassailable authority over 
doctrinal exegesis and its legendary 
skill in disputation, the Vatican may 
win each debate on “liberation theo- 
logy,” but trends in Sri Lanka suggest 
that such victories may be fragile and 
transient. If this is true of Buddhist Sri 
Lanka, how much more precarious it 
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against the oppressors of his de- 
votees. His Telugu Desam (Land of 
the Telugus) party was launched to 
recapture the glory of the “3000-year 
heritage of the Telugu people.” In 
January 1983 the fledgeling party 
found itself pitted against the 97- 
year-old Congress party in an elec- 
toral confrontation — compared by 
commentators to the child Krishna's 
epic confrontation with the giant ser- 
pent Kalyadaman. 


he political campaign was reson- 

ant with mythological echoes. 
Larger-than-life images of Rama Rao 
as the blue god Krishna drew crowds 
of voters-cum-worshipful-fans. Get- 
ting maximum mileage from his fol- 
lowing, he toured 400 km a day in an 
ancient coach belonging to his Rama 
Krishna Cine Studios. When fans 
mobbed the coach, many to reveren- 
tially touch the feet of their god-hero, 
Rama Rao delivered his message: “I 
haven't come to you for money or 
votes, I have come with an appeal to 
win back the prestige of the Telugu 
nation." As though mesmerised by 
his presence, the crowds chanted the 
response: "Mara Desam, Telugu 
Desam" (My land, Telugu land). 

His opponents scoffed at this un- 
sophisticated demagoguery. The late 
prime minister Indira Gandhi dis- 
missed the Telugu Desam as a 
"drama group." But in a dramatic re- 
versal Rama Rao stole the show from 
the Congress in a remarkable elec- 
toral victory. Since then he has had to 
play the toughest role of his career. 
His promised miracle of cheap rice 
and free school lunches soon began to 
be seen as political legerdemain, and 
allegations of corruption and 
nepotism spread. His theatrical oc- 
cultism, once his main strength, be- 
came the aging hero's Achilles' heel. 

Comment was caused by his wear- 
ing an auspiciously jewelled earing, 


would be in Latin America — the main 
arena of the debate — or the Philip- 
pines, something of a Latin intrusion 
into non-Christian Asia. 

The intrinsic doctrinal validity of 
this new "theology" may be open to 
question. In any case, the topic is con- 
fined to the narrow circles of the is- 
land's English-educated intelligentsia 
Yet, its potent appeal to clergymen and 
laity with a social conscience is unde- 
niable. The inspirational impulses of 
this radicalism are deeply rooted in the 
political conflicts ravaging the "new" 
societies of the Third World. Whether 
such conflicts promoting popular 
struggles against inequality, privilege 
and oppressive power, can be resolved 
by abstract formulations in Latin is 
doubtful. The history of the church in 
Sri Lanka and the volution of the 
ethnic issue tend to reinforce such 
doubts. п 





reportedly to regain his declining 
popularity, and rumours were spread 
about his donning a sari every night 
for a week on the advice of a sooth- 
sayer to ward off evil spirits. His 
press notices became increasingly 
critical. “Mr Rama Rao is still repeat- 
ing an old show long after the cheer- 
ing is over and the theatre is empty: 
no one has told him that the audi- 
ences need another, more serious per- 
formance to come back.” 

Performing the Shiva Tandavam 
dance at a Hyderabad stadium, the 
old trouper sustained a minor injury 
when he was attacked by a knife- 
wielding youth. Then, on his return 
from a trip to the United States, 
where he underwent heart surgery, 
the ailing protagonist's government 
was temporarily dismissed in Andhra 
Pradesh. But as in all true folk 
theatre, the hero fell only to rise again 
after his travail, redoubled in right- 
eousness. Battle-scarred but trium- 
phant, Rama Rao has е 
emerged as a paladin | 
of more than اا‎ 
just Andhra 
politics. 








PANA INDIA 
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Drawing 


Ву lan Findlay 

Я the euphoria of Liberation in 
— M 1949, the chaos of the Cultural Rev- 
— olution, up to the recent well-publi- 
—eised “open door" policy, China has 
_ stumbled from one internal crisis to 
_ another in search of a modern cultural 
_ апа political identity. This search has 
_ been expressed almost exclusively in 
political terms through the voice of the 
inese Communist Party (CCP). 
Cartoonists, like other artists in 
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- with the various crises and struggled to 
Соте to terms with the CCP's cultural 
_ and political restraints. 
—there are no rigid guidelines on what 
. cartoonists can or cannot portray in 
"their work, there are many unspoken 
— rules, which, if broken, could lead to 
— Serious trouble — outright caricature 
— of present-day leaders, for example, is 
` out. The cartoonist's role in contempo- 
— rary China, more often than not, is to 
` be a tool of the CCP's cultural prop- 
— aganda system where laughter is 
— secondary to politics. 
—— In the past eight years the concerns 
- of Chinese cartoonists have been sur- 
prisingly broad, drawing from a wide 
range of sources for their political and 
social humour. But most of the inspira- 
tion has come from officially spon- 
sored political, social and economic 
| campaigns, such as the fall of the Gang 
- of Four, the Four Modernisations, the 
movement against "spiritual pollu- 
tion" and the negative influences of the 
- West. There also has been a great deal 
` of work on new social trends based on 
_ the “new consumerism.” 

Among the most important targets 
for the Chinese cartoonist has been 
youth, particularly youth which has 
been “spiritually polluted” by what 
— "China's leaders see as negative West- 

ern influences. There is nothing 
sophisticated or subtle in the way in 
_ which the CCP or the cartoonists have 

- attacked Western influences — 
- those seen as generating loose 
morals and crime among the 
young. 

Cartoons, for example, by 
Zuo Chuan and Tan Guquan 
are generally simple and direct 
statements on what they see as 
` the appalling condition of 
— urban Chinese youth. Zuo and 
Tan present us with young men 
who are ill-mannered and al- 
most totally lacking in respect 
for their elders and society's 
rules. The Chinese call such 
youths liumang, which can be 
translated as gangster or 
"teddy-boy." The liumang 
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| the party line: from 
fallen leaders to consumeriser 


-~ post-1949 China, have stumbled along’ 


Although: 


gamble, fight, mug people, smoke on 
buses and generally adopt postures 
and attitudes thought to be Western. 
Cartoons are crudely drawn with the 
emphasis on hairstyles (the 1950s 
teddy-boy look), and clothes (jeans or 
bell-bottoms). 

Xu Zhiqing and Tian Youkang have 
given the Chinese reader two of the 
best cartoons on the materialism of 
recent years. Xu's cartoon, Name 
“Money” and Tian's Electric Shock 
clearly endorse that material concerns 
are more important in marriage today 
than one's ideological bent. Although 
readers laugh at them as caricatures of 
their own emotions there is a serious 
warning to young people — mat- 
erialism should not be the new bride 
price of socialist China. 

The work of the old guard of Chinese 
cartoonists, such as Zhang Leping, 
Fang Cheng, Hua Junwu and Ding 



























20 years. Their early influences were 
Western artists such as David Low, 
William Gropper, George Grosz, the 
Mexican Miguel Covarrubias and the 
White Russian from Shanghai with the 
pen name of Sapajou. 

The pre-1949 generation of cari- 
caturists and cartoonists were popular 
because their social and political car- 
toons were readily identifiable as por- 
traits of everyday life. Ding and his 
contemporaries created an overall pic- 
ture of society. Today's cartoonists 
project isolated fragments, a range of 
narrow images which distort the 
reader's perception of what is going on 
in society as a whole. 

From the 1950s until the mid-1970s 
the cartoonists' political targets were 
foreign enemies at various times, such 
as Americans, French, Russians and 
Vietnamese. Post-1949 Chinese lead- 
ers, unless they fell from favour, were 
never caricatured. 


till, if people cannot laugh at their 

leaders, they can sometimes 
ridicule such things as the plight of 
writers who grow old before their 
books get published, or the laziness 
and corruption of bureaucratic cadres. 
These were problems in the 1950s, too, 
but they were rarely satirised. Since 
1978, however, in campaigns to warn 
people about the error of their ways 
and to indicate some of the reasons for 
the lack of progress, the CCP has al- 
lowed cartoonists greater freedom to 
expose such problems. 

Hua Junwu's 1979 Rate of Efficiency 
shows cadres moving at a snail's pace 
while his 1980 The Escalator indicates 
that cadres only rise in life, never fall. 
Ding's Offical to Offical was inspired 
by an party campaign against corrupt 
cadres who take bribes to get work 
contracts. Where Hua uses bold 
strokes reminiscent of Chinese callig- 
raphy, Ding's work is usually finely 
sketched, with concern for the small 
details of character. Both men draw on 
their own personal experiences at the 
hands of bureaucrats and as objects of 
distrust by officialdom for their work. 
(Ding was exiled to a commune for 20 
vears where he was not permitted to 
own pen, brush and paper.) 

To find cartoons that are 
peculiarly Chinese in style and 
sensibility, one has to turn.to 
those of fallen political lead- 
ers. What sets them apart as 
particularly Chinese are the 
visual puns drawn from liter- 
ary and operatic history, as 
well as the use of traditional 
Chinese landscape painting. 
The fallen leaders are depicted 
as characters. and animals, 
which have been seen as evil or 
stupid throughout Chinese 
history: Jiang Qing as the 
White Boned Demon is one 
example. п 
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SOCIOLOGY 


Reflected images .. . 


A Japanese Mirror, Heroes and Vil- 
lains of Japanese Culture by lan 
Buruma. Jonathan Cape, London. 
£9.95 (US$12). 


an has always created gods in his 

own image. The antics of the Ja- 
panese pantheon of gods, who as well 
as being the lords of creation, com- 
bined the roles of Adam and Eve plus 
Cain and Abel, resulted almost acci- 
dentally in the birth of the world, its 
elements, the islands of Japan and 
their emperors. These likeable deities 
were very much the nation's ancestors 
and are very relevant to present-day 
Japan. 

The Japanese gods were a lively 
bunch, subject to no sense of guilt of 
the Garden-of-Eden variety — par- 
ticularly about sex which, once they 
had found out how to do it (by imitat- 
ing the movements of a wagtail), they 
thoroughly and frequently enjoyed. 
They were afflicted however with a 
horror of pollution, and of its atten- 
dant shame, and a fear of death, the 
underworld and its demons. There was 
much rollicking, sometimes destruc- 
tive, hooliganism, and much laughter, 
particularly when the dread female of 
heaven, Ama no Uzume, performed a 
celestial striptease to lure the sun god- 
dess Amaterasu out of a cave (in which 
she was sulking because of the mis- 
behaviour of her brother Susanoo — 
who was also her husband) and sent all 
her fellow deities into hysterics when 
she revealed her genitalia. 

The kami (gods) are thus neither 
good not bad, just larger-than-life be- 
ings who both experience and inspire 
pain and ecstasy, sex and death, wor- 
ship and fear, purity and pollution. 
Who demand neither worship nor sac- 
rifices — only a little food, some sake 
and much entertainment. In their local 
festivals and in their daily lives, the Ja- 
panese of today are reflections of these 
myths, balancing their disciplines, 
taboos and fears with bawdy mas- 
querades and laughter. As Buruma — 
the REVIEW's arts and society writer — 
remarks: "The Japanese gods seem 
more human than the Christian Holy 
Trinity because they share our human 
weaknesses and furthermore accept 
them." 

Having thus established the amoral, 
though shame-ridden set of social 
rules which glues Japan's society to- 
gether, Buruma sets out on the daunt- 
ing task of trying to describe the na- 
tional identity — "à picture of the Ja- 
panese as they imagine themselves to 
be, and as they would like themselves 
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to be.” It is thus unabashedly a book 
about stereotypes — about cultural 
cliches — and has been stupidly criti- 
cised elsewhere for being just that. 

Its strength is that it does not confine 
its search for archetypes to the usual 


refined artistic cliches found in most 
other examinations of Japan — the noh 
and kabuki dramas, the poetry and 
other classical literature, the art films, 
the rites of Shinto and Buddhist tem- 
ples, the skills of the geisha, the way of 
the warrior and so on — though many 
of these are examined with a marvel- 
lously fresh and irreverent eye. Buruma 
also delves into the gutter, the soft 
porn movies and the sado-masochist 
comics, the massage parlours and 
brothels, the world of the gangsters 
and Yoshiwara whores. And it is from 
the lowest common denominators of 
popular art and fantasy that Buruma 
mines his most telling insights. 


he first half of the book is devoted 

to Japanese women. First, as wives 
but more importantly as mothers — the 
long-suffering, all-sacrificing Patient 
Griseldas of Japan, the yasashii(ten- 
der) figures who wait at home to put 
their drunken husbands to bed, who 
appease the god-like tantrums of their 
sons, and who in so doing imprint them 
with a life-long emotional dependence, 
the matriarchal shamanesses beside 
whom the males seems an almost un- 
necessary protuberance. Then comes 
the woman as the antithesis of the mat- 
ernal: the demon lover, the hissing 
snake, possessed of terrifying natural 
forces and sexual energies which drive 
the inadequate male into excesses of 
slavish masochism or violent cruelty, 
in which the infliction of pain becomes 
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Finally agroup 
| of women who 
might be describes 
ed as falling inte 
categories create 
ed by male fans 
tasies — the pups 
pet-doll, from 
the geisha 
her modern ver- 
sion, the bar hostess, to the mechanical 
TV "talentos" and the prostitutes of the 
old Yoshiwara district and their latter- 
day replacements, the torukojo of the 
Turkish bath. Buruma brings the 
female role full circle, for the ministra- 
tions of the prostitute evoke memories 
of the golden days the Japanese male 
spent as a spoilt boy in the arms of Oka- 
san, or mummy 

Men are similarly categorised. First, 
the tough samurai questing for honour, 
the legendary Musashi coming up 
against the same paradox as the pre- 
sent-day adolescent: how to be am 
achiever (as expected by one's family; 
particularly one's mother) and a self 
effacing conformist in a society which 
hammers down the nail that sticks up; 
how to be a winner when individual 
self-assertion is discouraged? Success 
brings compromise, a sort of pollution 
of the spirit. Similarly, the olash of 
honour and duty ties the Gordian Knot 
around the Forty-Seve n Ronin (a real- 
life myth-drama Buruma analyses 
brilliantly) which only vengeance and 
ritual suicide can cut. Sex and death 
are the only two purely individual acts 
in a rigidly conformist society, death 
bringing the final freedom from the 
collective dictatorship of the group 

The feudal duties of rural Japan lead 
naturally to their twisted modern 
counterparts — the nihilistic system of 
honour-among-thieves of the urban 
yakuza, or gangster. The yakuza, im- 
mortalised in so many films, brings us 
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information, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 


There are chapters on no fewer 
than 26 countries. Plus opening 
chapters on eating out in Asia, on 
the best way of using your 
baggage allowance, and on how 
best to carry your cash. 


29 new maps, making a total 
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| Hints on how to travel in Asia 
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going. 
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back to the drama of cruelty and the 
sense of beauty seen as somehow 
purifying the pollution of violence and 
death. But the audience which pays to 
watch the catharsis of cruelty being 
acted out is made up of office girls and 
salarymen. Buruma ends with two 
bathetic portraits — of the roaming, 
homeless, lonely but jolly salesman, 
Tora-san, and of today's father, the 
hen-pecked husband and father. The 
family hero is always the mother; the 
father (though his wife may allow him 
to assert a little, brief authority in pub- 
lic) is in literature at least, and often in 
life, a figure of fun: a lonely old man in 
the corner, drinking away his misery, 
despised for doing his duty — working 
hard and obeying his boss in a hier- 
archical society. 

Between this two major sections is 
sandwiched an illuminating chapter 
on the "third sex" and the aesthetic of 
depersonalisation as seen heterosexu- 
ally in the female. work of art, the 
geisha. In the kabuki theatre, the on- 
nagata, the man playing the woman, 
raises higher than could any woman 
the ideal of woman: “No real man can 
ever be as beautiful as a woman play- 
ing a man, just as no woman is quite as 
stunning as a skilful impersonator." 
This leads to an essentially homo- 
sexual idealisation of youth — not of 
an artificially prolonged one, as in the 
United States — but of youth dying 
while itis still cherry-blossom perfect. 

It is a measure of Buruma's achieve- 
ment that, by the time we reach the 
final chapter, he has managed to lead 
us through all the folk fantasies and 
modern dramas of blood and guts, 
death and violence to accept both his 
view and the Japanese view of them- 
selves as basically “a gentle people." 
Occasionally violent impulses spill 
over into real life; usually they are 
played out vicariously in the theatre, 
on the screen and on the pages of comic 
books. 


MUS the salaryman lets off 
steam by (still stylised) bouts of 
drunken relaxation (usually with his 
work-mates) when, once again, he can 
regress into early childhood be- 
haviour, shame-free. The violence is 
honne, private feelings which must be 
suppressed unless expressed in ritual 
explosions (such as the annual shrine 
festivals); what is preserved is tatemae 
— politeness. etiquette, the public 
facade of consensus about the way 
things ought to be. So, despite occa- 
sional outbursts, despite the rape of 
Nanjing, Pearl Harbour and the Death 
Railway, the Japanese sincerely regard 
themselves as yasashii — tender, warm 
and soft, sticking together like the 
glutinous rice they love to eat, in a 
damp mass of mutual dependency. 

All this sounds very foreign, and yet 
there are folk echoes for every non-Ja- 
panese. Buruma is passionately op- 
posed to the cosy insular idea that the 
Japanese are unique, so different that 
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foreigners cannot 
hope to understand 
them. 

Many gaijin (liter- 
ally "outside peo- 
ple”) have made a 
great deal of money 
by writing books and 
undertaking very 
lucrative lecture 
tours telling the Ja- 
panese what they 
want to hear — that 
they are different, 
that they area special 
tribe separated from 
the rest of mankind 
by almost three cen- 
turies of isolation 


апа а gulf of foreign 


misunderstanding. As Buruma says: 
"Although Japan on the surface seems 
more advanced and modern than, say, 
decaying Britain, underneath it is in 
many ways closer to the European 
Middle Ages, before Christianity oblit- 
erated the last vestiges of paganism,” 
(though many, including this reviewer, 
would argue that much more than ves- 
tiges remain of the old pagan forces in 
any European civilisation). 

His British/Dutch background en- 
ables Buruma to draw many parallels 
between Japanese and European be- 
haviour and cultures — between Ja- 
panese and Jewish mothers; the Japan- 
ese and Victorian English insistence on 
a dichotomy between the pure wo- 
manly ideal and the sexual savage; the 
bullying of apprentices and fagging in 
British public schools (or, he might 
have said, hazing in American estab- 
lishments); the poets' taste for the 
floating, willowy demi-monde and the 
"nostalgie de la boue" of Baudelaire 
and his fellow writers; the samurai's 
view of the homosexual love as a purer 
form and the attitudes of Sparta and 
Prussia; the tension between doubt 
and action suffered by Musashi and 
Hamlet; the Japanese kyokyaku ban- 
dits and Robin Hood — even the 
yakuza's exaggerated retention of 
symbols in an alien territory and the 


























ing of tweeds in the 
tropics. He can make 


other telling come 
parisons too, as be- 
tween Japan's 


burakumin and 
India's untouchables, 
and the link between 
a Hinduresorting toa 
temple girl and @ 
Japanese going © 
Yoshiwara, next door 
to the burakumin 
ghetto, and the social 
frisson they both 
share. 

If there is a fault to 
be found with the 
book it is the lack of 
more such parallels 
Buruma is so good at 
identifying the very special aspects of 
Japanese culture that, unless one picks 
up the similarities oneself, the reader 
could put down the book, not of course 
believing that the Japanese are simply 
incomprehensible “exotic, transistore 
making birds,” but that they are still 
different enough. 

This reviewer would have liked him 
to explore more literary and cinematie 
echoes, to have explored further cul 
tural likenesses, especially those bes 
tween Japan and medieval Europe = 
between the code of the samurai and 
that of European chivalry; between the 
Japanese attitude to women, sex and 
adultery and the practitioners of 
courtly love; between the Japanese 
linking of sex and death with Euro- 
pean fears of the Black Death and ven- 


ereal disease; between the glory ОЁ 


dying honourably and dying in questof 
the Holy Grail. 

There are others: the shared theatris 
cal traditions of boys playing girls and 
men in drag, and of pantomime girls 
playing "principal boys"; the echoesin 
the apotheosis of youth seen on the 
Takarazuka stage and of Peter Pan and 
Alice in Wonderland, and the more re- 
cent example of the cults in the West 
around such hermaphrodite figures as 
Boy George. 

There are not all that many new facts 
and bits of information in Buruma's 
book. What was new was the fresh in- 
sights Buruma brings to this superbin- 
terpretation of what makes the Japan- 
ese tick — and of what they think 
makes them tick. This reviewer would 
swap it for a ton of tomes by your avere 
age academic trundling over old 
ground, of self-serving lectures on the 
poor (though rich) misunderstood is- 
land race and of platitudinous 
popularisations written with both eyes 
firmly fixed on the film rights. It would 
be far healthier if the Japanese lionised 
such scholarship emphasising what 
they share with the rest of the world 
rather than paying those willing toem- 
phasise the differences. This book has 
the real smell — the perfume and the 
stink — of Japan. — DEREK DAVIES 
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Thailand devalues in an attempt to get its trade account in order 


Floating to a balance 


By Paisal Sricharatchanya in Bangkok 


| Ithough a baht devaluation, theo- 
[^N retically, was long overdue, the 2 
b November 14.9% devaluation 
Was still a surprise. The Thai unit's link 
t6 the US dollar also was cut, mean- 
ing the baht now will move in a man- 
aged float linked to a basket of curren- 
Cies. Since the last devaluation of about 
8.7% in mid-1981 (REVIEW, 24 July '81), 
_ the baht has ridden on the back of the 
‘strong US currency to appreciate 
steeply against all other major curren- 
cies. Partly reflecting this, export earn- 
ings have stagnated while imports — 
assisted by the Thai unit's strength — 
have continued to climb sharply. 
— — But concern over political repercus- 
K ‘sions in the past had overruled simple 
__ @conomic considerations, with the 
—Thai Government resisting a parity 
Change or even a suggestion of one. In- 
stermittent rumours of a devaluation, 
~ which have circulated since 1983, were 
shot down by senior officials at the 
- Bank of Thailand (BoT — the central 
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ket from a US dollar peg 





F or a country such as Thailand, that 

_ & has traditionally seen its qurrency 

- pegged to the US dollar, the flexible ex- 

_change-rate regime that went into 

"force on 5 November appears to be 

— quite an innovation. But that will only 

- be the case if the Bank of Thailand 

_ (BoT) sticks to its plan. 

— According to BoT deputy governor 
Chaovalit Thanachanant, chief plan- 
ner behind the baht's latest parity 
change, the Thai unit now is linked to a 

- basket of the currencies of Thailand's 

- major trading partners. These include 
the US dollar, yen, Deutschemark, 
sterling and the Malaysian, Hongkong 
and Singapore dollars. Its parity 

- against these currencies will fluctuate 
according to their performance. In 

— view of Japan's dominant position in 

` "Thailand's external trade, the yen will 
be weighted as heavily as the US dol- 
lar, if not more. 

But it will by no means be a com- 
pletely free float. Aside from the 
weighted basket index, two other fac- 
tors — the short-term domestic foreign 
exchange supply/demand situation 
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bank) and the Finance Ministry, who 
often claimed that a parity change 
would do the country more harm than 
good. 

Instead, BoT instituted a restrictive 
monetary policy to correct 1983's re- 
cord trade deficit, scaling down 
money-supply growth and tightening 
imports. Although a controversial BoT 
directive limiting banks’ credit expan- 
sion to 18% was withdrawn in August 
(REVIEW, 6 Sept.), other restrictions re- 
mained in force. It seemed that the 
government had chosen to rectify the 
country’s balance-of-trade and pay- 
ments problems by means other than 
exchange-rate policy. 

The 2 November devaluation of 
14.9% was the largest one-time parity 
change for the baht. Effective 5 
November, the baht-US dollar ex- 
change rate was set at Baht 27:US$1, 
against the previous Baht 23:US$1, re- 
ducing the unit's value to 3.7 US cents 
from 4.35 cents. The magnitude of the 





New life for an old idea 


Bangkok goes back to a currency 


and the country's long-term balance- 
of-payments position — also will be 
taken into consideration. 

The Exchange Equalisation Fund 
(EEF), the central bank's foreign-ex- 
change trading arm, will set the baht's 
exchange rates against all the curren- 
cies in the basket as and when neces- 
sary. So this will be a partial float, to 
be managed at the EEF's discretion. It 
also means that the new opening US- 
dollar rate of US$1:Baht 27 on 5 
November can fluctuate later. 

The basket concept is not new to 
Thailand. It was first introduced in the 
late 1970s when the Thai unit theoreti- 
cally was unpegged from the US dol- 
lar. For nearly three years, the EEF ope- 
rated a daily fixing of rates, whereby 
banks participated in bidding to buy or 
sell foreign currencies. But the fixing 
was dropped with the last devaluation 
in mid-1981, mostly because the EEF 
unwittingly exposed its foreign-ex- 
change positions in the process. The 
BoT then returned to the system of 
pegging the baht—US dollar parity. 

— PAISAL SRICHARATCHANYA 
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change was determined by the Thai 
unit's appreciation against the curren- 
cies of the country's major trading 
partners (except the US), which was 
about 15% on average during the past 
three years. 

Unlike the devaluation in 1981 — 
when there was a massive run on BoT's 
dollar reserves — there was no undue 
speculation this time. The 2 November 
change was the more unexpected be- 
cause of the gradual improvements in 
the trade and payments accounts since 
early 1984 — due partly to the various 
restrictions. The country posted a Baht 
52 billion (US$2.26 billion at the old 
parity) trade deficit in the first nine 
months of 1984, down 18% from the 
same period in 1983. The aggregate 
balance-of-payments surplus was Baht 
4.4 billion, a sharp reversal from the 
Baht 8.1 billion deficit in the same 
nine-month period of 1983. 

BoT authorities hope to stabilise the 
baht against other major currencies 
under the new floating system. Ac- 
cording to BoT deputy governor 
Chaovalit Thanachanant, the more 
flexible exchange-rate policy will now 
serve as an important means of solving 
Thailand's trade and payments prob- 
lems. "In the past, we always utilised 
various other monetary measures, but 
made little use of the exchange-rate 
tool [due to political constraints],” he 
said. With the new exchange rate, some 
relaxation of restrictive monetary po- 
licy was likely, he added. 

As with the 1981 devaluation, the 
government claimed that the primary 
goal was to boost exports and raise the 
income of Thai farmers. According to 
Finance Minister Sommai Hoontrakul, 
the move was taken now to give maxi- 
mum benefit to the farmers — since the 
bulk of farm products are still in their 
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hands. The annual export crop season 
peaks around December to March. “If 
we do it later, the benefits would fall 
[to] the middlemen,” he said. 


Finance Ministry said in part: 

“Over the past three years, the 
baht has appreciated 35%, 20%, 6%, 
and 27% against the British pound, the 
Deutschemark, the yen and the Hong- 
kong dollar, respectively ... As a re- 
sult, the cheap [baht value of] imports 
had led to larger-than-normal im- 
ports, while the expensive [baht value 
of] exports led to low earnings and ad- 
versely affected farmers' income and 
living conditions." 

More specifically, BoT, which ini- 
tiated the move, regards the latest 
changes as vital for Thailand to cope 
with gloomy world-trade prospects in 
1985 and volatile global conditions in 
the years beyond. "Following the 
global recession in 1982, we thought 
that our attempt to ride on the back of 
the world recovery last year would be 
relatively easy. But it turned out that 
exports in 1983 declined 7.1% and the 
country suffered [its] worst trade de- 
ficit. World trade this year is projected 
to grow at around 8-10% but this is ex- 
pected to shrink to only 2% next year. 
The cake is going to be much smaller. 
Given our poor experience in 1983, 
next year is going to prove equally 
catastrophic [to Thailand's external 
accounts] if we are not well-equip- 
ped," commented a senior BoT plan- 
ner. 

Since there are less than two months 
left in the year, the devaluation will 
have little impact on the 1984 trade de- 
ficit — now officially estimated at 
around Baht 70 billion. But BoT pro- 
jects a Baht 12 billion improvement to 


A joint statement by the BoT and 
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the trade account next year, largely 
due to higher export earnings. It is also 
likely that the services account will 
benefit from a rise in tourism. 

But already, there is some concern 
that negative consequences from the 
devaluation may outweigh the bene- 
fits. Sceptics argue that official claims 
of boosting export earnings and rais- 
ing farmers' income do not hold much 
water. BoT officials maintain the de- 
valuation will probably benefit man- 
ufactured more than agricultural ex- 
ports (due to the latter group's relative 
price inelasticity). Critics point out 
that there is a constraint in export 
quotas on various major exports (such 
as tapioca, textiles and garments, 
sugar, tin and certain processed items). 
The experience of the 1981 devaluation 
was that Thai exporters would not 
benefit in full proportion to the parity 
change. 

It is commonly agreed that addi- 
tional measures — especially those 
that can streamline the market 
mechanism of domestic farm-com- 
modity trade plus a drive to open up 


| new overseas markets — are needed 


before benefits to the farmers and the 
country's exports as a whole could be 
effectively realised. As Sommai con- 
ceded: "The exchange-rate policy is 
just one measure. We need supplemen- 
tary action from the agriculture and 
commerce ministries to make it really 
work." 

Of more immediate concern will be 
the devaluation's negative impact on 
imports, consumer prices and Thai- 


INDUSTRY 


On the road again 


ШШЕ CURRENCIES 


land's burgeoning external debt. The 
official announcement on 2 November 
said retail oil prices would be mains 
tained at pre-devaluation levels. At а 
press conference the following day, 
Sommai said taxes on certain essential 
imports would be adjusted to minimise 
the impact on consumers. Costlier ime 
ports should, in theory, reduce dee 
mand. But since imports in general are 
already squeezed by restrictions, any 
further reduction could be marginal. 

Quoting BoT calculations, Sommai 
said the devaluation would raise infla- 
tion by an additional three percentage 
points a year. Given earlier estimates 
of a 2-3% consumer price index rise for 
1984, 1985 inflation should be around 
5-6%. Reacting to widespread concern 
that the devaluation would raise price 
levels unduly, the Commerce Ministry 
on 5 November announced rigid cons 
trols on the production, stocking and 
price of 26 essential items. These range 
from construction materials to daily 
essentials like detergent, paper and 
powdered milk for infants. 

Perhaps more importantly, the de- 
valuation will increase substantially 
the cost of servicing Thailand's US$12 
billion external debt, more than 60% 
of which is accounted for by the publie 
sector. Officials have made a concerted 
attempt to play down the negative im- 
pact — by explaining that most of the 
debts are long-term and the servicing 
burden could be spaced out over а 
lengthy period — but a large portion of 
these debts are in now more costly US 
dollars. п 





Disappointed once in the past, South Korea’s carmakers again 
are preparing for an assault on major export markets 


By Paul Ensor in Seoul 


outh Korea has become a popular 

topic in the boardrooms of the 
major car producers in the United 
States. All three — Ford, Chrysler, and 
General Motors (GM) — have been 
negotiating with South Korean com- 
panies to arrange production and mar- 
keting tie-ups, but only GM has settled 
upon a joint venture. It will link with 
Daewoo Motor Co. to produce small 
cars to be exported to the US. 

The reason for the interest on the US 
side is relatively simple, as Roger 
Smith, chairman of GM put it on a re- 
cent visit to Seoul. "We already know 
that we cannot build a small car com- 
petitively in the US right now," but the 
US majors will have to if they are to 
meet competition from the Japanese in 
this important area which accounts for 


roughly 30% of passenger car sales in 
the US. 

Positioned in this stand-off between 
US and Japanese producers, South 
Korea may be set to realise a long-held 
ambition — to become a significant ex- 
porter of cars. As far back as the early 
1970s then president Park Chung Hee 
dubbed carmaking a "strategic export 
industry." However, the first serious 
attempt to achieve this aim, launched 
later in the decade, ran straight into 
the second oil shock of 1979, forcing 
the government to direct major re- 
structuring of the industry in 1981, 
which by 1980 was operating at only 
23.5% of capacity. 

Now the industry again is gearing it- 
self up, hoping to raise production 
from 1280000 units last year to much 
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Een from 14% last year to 
я ound half of production by 1987. No 
one expects another oil shock to knock 
| the industry to its knees as the last one 
| did, but much will depend on the gov- 
- ernment's ability to keep the ambitious 

_ plans of local makers in check, accord- 

ing to Roh Hee Mok of the Korea Insti- 
tute for Industrial Economics and 
| Technology. 

GM's joint venture with Daewoo — 
ош which it already holds а 50% in- 
osa — has drawn a great deal of in- 
erest since its announcement (REVIEW, 
5 Aor. )and subsequent approval by the 
| _ government in July. According to the 
г agreement, the two companies will put 


















a total of US$427 million into building 
— new facilities which will be producing 
167,000 subcompacts annually by 
1986. 

Roughly half of these would be ex- 
— ported, mostly to the US, starting in 
- early 1987. GM also would liketo deve- 
lop the Asia-Pacific market in which it 
currently holds a very small share. As 
- David Bodkin, of GM's overseas public 
. relations office put it: "having directed 
_ most of our energies to Europe in the 
past, it is now high time we looked to 
om for both production and market- 
i g.” 

The Daewoo-GM joint venture will 
produce subcompacts based on the 
Opel Kadet, which was developed and 
_ is now being produced by GM's West 
— German subsidiary. According to Al- 
bert Bachand, GM's joint representa- 
_ tive director and executive vice-presi- 
dent of Daewoo Motor Co., this model, 

which has been known as the T car, 
will be updated for production in 
South Korea. 

Executives of Daewoo and GM are 
unwilling to commit themselves on 
how many cars will be exported to the 


114 








eri dei tad P- T ket 


+ 





E uy аднае per the U US, ehe it 
is not GM's policy to make long-term 
commitments on purchases from sub- 
sidiaries. At this stage, roughly half of 
total production — around 80,000 cars 
a year — seems earmarked for export 
from 1987 onwards. According to 
Bachand, “we have the dealership net- 
work [in the US], just waiting to be fill- 
ed with the right kind of small cars.’ 

During his recent visit to Seoul, 
Smith announced another joint ven- 
ture, which has just been approved by 
the government, to produce starter 
motors, alternators, ignition dis- 
tributors, and ignition coils. The joint 
venture will be between Daewoo Pre- 
cision Industries and the Delco Remy 
Division of GM at an initial cost of 
US$60 million. 

The parts produced in the new plant, 
which will be built in Nongong, in the 
southern part of the country, will go 
into the new cars. However, the new 
plant will not directly supply GM 
plants in the US, according to Smith — 
output will be exported only as compo- 
nents on the new cars, and as spare 
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cars will mean eet other autémiotive 
parts joint ventures with local firms 


(probably Daewoo) will be necessary. 







he intentions of the other two US 

producers with regard to South 
Korea are less clear. Ford, which has a 
longstanding licensing arrangement 
with Hyundai Motor Corp., for the pro- 
duction of its European Cortina and 
Granada models, has been talking to 
Hyundai regarding possible marketing 
tieups in the US, but neither side will 
comment. Chrysler has been involved 
in serious discussions with the Sam- 
sung group regarding the possible pro- 
duction of small cars. 

Entering car production has been “a 
long-cherished desire of the company," 
according to a source within Samsung. 
A group from Chrysler is touring parts 
facilities this month as a preliminary 
step to the completion of a final plan 
for a joint venture in small car produc- 
tion to be submitted to the government 
for approval by the end of the year. Ac- 
cording to the source, a Samsung- 
Chrysler tieup would be producing en- 


Half the story 


An interim report on the Bumiputra Malaysia Finance affair 
is confined to the technicalities of over-lending 


By James Clad in Kuala Lumpur 


n line with an undertaking by Prime 

Minister Datuk Seri Mahathir 
Mohamad, Malaysia’s cabinet on 2 
November released an interim report 
completed in August by a three-man 
committee of inquiry investigating, 
since January, the Bumiputra Malay- 
sia Finance (BMF) billion-dollar 
Hongkong loans scandal (REVIEW, 26 
Jan.). The 13-page document breaks 
only a little new ground and names no 
names, though it is assumed that the 
final report will have more to say. 

Finance Minister Daim Zainuddin, 
at a 2 November press conference, in- 
sisted that the contents of the interim 
report had remained intact between 
completion and publication, except for 
“particulars of individual customers’ 
accounts” which were not released “in 
order to preserve banking secrecy and 
confidentiality.” 

As a Hongkong-incorporated sub- 
sidiary of Bank Bumiputra Malaysia 
(BBM), BMF in 1979 began lending to 
George Tan's now-defunct Carrian 
group and to related interests in Eda 
Investments. The report shows this 
continuing well into 1983, long after 
the Hongkong property boom, which 
Carrian rode on, had collapsed. The re- 
port says loans and advances to Car- 
rian and Eda at the end of 1983 stood at 


M$1.84 billion (US$770 million), Ex- 
posure to other unspecified borrowers 
amounted to M$573.5 million. Thus 
total outstanding BMF loans and ad- 
vances last year reached M$2.42 bil- 
lion. Significantly, the committee says 
this figure “does not include inter- 
bank lendings.” 

The report also gives hitherto un- 
published information about BMF's 
sources of finance during those profli- 
gate years. In addition, it lists sums 
owed to BMF by Carrian and Eda at 
the end of each financial year (1 


'January-31 December) from 1979. 


Beginning in 1979 with a "money 
market loan" (denominated in US dol- 
lars, sterling or yen) equivalent to 
HK$173.9 million (worth about 
US$22.3 million now) at prevailing ex- 
change rates, BMF continued to give 
Carrian and Eda loans of this type: 
HK$886.7 million by 1980; HK$1.14 
billion by 1981; HK$2.66 billion by 
1982, and HK$4.09 billion by 1983. 

Apart from money-market lend- 
ing, BMF also gave generous Hong- 
kong-dollar loans to Carrian and Eda, 
growing from HK$85 million in 1979, 
to HK$177.2 million by 1980, HK$1.29 
billion by 1981, HK$1.53 billion by 
1982 and reaching HK$2.04 billion y 
31 December 1983. 
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tirely for export, initially 100,000 units 
a year. 

The Samsung-Chrysler tieup will 
face a number of major hurdles, how- 
ever. According to an agreement made 
in 1981, the government has given con- 
trol of the domestic car market to 
Daewoo and Hyundai Motor to 
guarantee them a large enough base 
market to enable economic operations. 
Officials at the Ministry of Trade and 
Industry have made it clear that they 
will examine any new bid to enter car 
production very carefully indeed: an 
approval would mean a dramatic turn- 
around in stated government policy — a 
criticism which has frequently been 
levelled against past decisions on in- 
dustrial policy. Another factor weigh- 
ing against sucha venture is Samsung's 
total lack of experience in carmaking. 

Hyundai Motor, the giant among 
South Korean car producers, with 47% 
of the domestic market and a dominant 
position in important sectors such as 
subcompacts, has been in touch with 
Ford and Chrysler, but so far seems to 
prefer to maintain its relative indepen- 
dence. Hyundai is currently South 
Korea's only significant exporter of 


The interim report describes BMF's 
problems in financing this heavy lend- 
ing. “In subsequent years it became in- 
creasingly difficult for BMF to raise 
sufficient funds." BMF had to "rely 
more and more on BBM's overseas 
branches {im London, New York, 
Tokyo, Bahrain, Los Angeles and 
Singapore] especially after adverse 
press reports on BMF's involvement in 
granting loans to Carrian." 

Initially, the report says, “over 90% 
of BMF's total funds came from inter- 
bank borrowings," but by 1983 its re- 
liance on its parent had increased to 
85% of total funding. During 1983 for 
example, BBM's overseas branches 
lent BMF a staggering US$540 million, 
with BBM in Kuala Lumpur lending a 
further US$410 million. BMF funding 
from the BBM network stood at just 
US$60 million in 1979, but rapidly 
grew to US$380 million in 1981, 
US$660 million in 1982 and finally to 
US$950 million last year. 


fter assigning some of the Carrian/ 

Eda bad debts, valued at HK$6.97 
billion to BBM on 31 December 1983, 
the report says, “provision of 
HK$488.2 million has been put aside in 
the accounts of BMF to cover any bad 
and doubtful loans." This provision in- 
cludes HK$376.2 million for Carrian/ 
Eda debts and another HK$112 million 
for “others.” 

The document otherwise breaks lit- 
tle new ground, and it almost per- 
versely ignores several crucial issues, 
including BBM's management respon- 
sibility in the affair, culpability of 
BMF directors and, the ultimate desti- 
nation and use of the massive loans. 

Some passages do touch obliquely on 
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: RN its subcompact Pony 
model which it sells in the Middle East, 
Britain, and Canada. The Pony's ad- 
vance into the Canadian market in 
1984 has been highly successful — 
Hyundai is confident it will sell 30,000 
units in Canada alone by the end of the 
year, well above total exports of 20,000 
recorded last year and double what it 
had projected. 


Hyundai's move into the Canadian | 


market was an unabashed practice run 
for the US market, which remains 
firmly in the company's sights. The 
Pony is not up to US safety and emis- 
sion standards, but Hyundai's new 
model, a front-wheel drive subcom- 
pact codenamed the X car, which it has 
developed with assistance from Mit- 








Allow us to introduce ourselves. 


subishi Motors (which holds 10% in 
the South Korean company) will meet 
US standards, according to Chon Song 
Wha, vice-president of Hyundai 
Motor. Production of the X car is sche- 
duled to begin next year, and Hyundai 
hopes to boost production capacity to 
300,000 units a year by 1986, of which 
it hopes to be exporting 100,000. 
Traditionally, South Korean cars 
have been criticised for low quality — 
the common adage has been that they 
could compete with the Japanese on 
price but not quality. Bachand feels 
this is unfair. “I think there is no 
doubt that a quality car can be pro- 
duced in [South] Korea with the right 
outside help, and that is now coming,” 
he said. ü 


РЕЛ Лә eb m n 
Mew. 


We are Comerica Asia Ltd. We represent Comerica 
Incorporated, a S9 billion bank holding company based in thi 
Midwestern United States. We have been in business sinc: 
1849 and were formerly known as Detroit Bank & Trust 

Our new office in Hong Kong joins existing 
operations in London, Toronto, Mexico City, and the United States 

Our newest location represents a direct link to the 
syndicated financing markets serving the Asia/Pacific regio! 
We are an active participant in these markets and we weico! 


your inquiries. 


Thomas P. Williams 
Managing Director 


Peter A. Loeffler 
Director 


2701 Alexandra House, Hong Kong 
Telephone: 5-218157 * Telex: 86765 * Answer Back CMRCA HX 


ComericA 


ASIA LTD. 
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the management issue. The committee 
puts responsibility for supervising 
and/or increasing authorised lending 


— limits to BMF squarely on BBM's man- 


agement committee and on its board of 
directors. It also records an unusual 
"oral" appointment to BMF’s board of 
a BBM senior general manager, Rais 
Saniman, who "attended most of the 
board meetings at the same time the 
other two directors [Hashim Shamsud- 
din and Lorraine Osman]' were pre- 
sent. " 

Set up at the beginning of the year, 
the three-man committee received 


Sera. 
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wide terms of reference but has ope- 
rated in law only as an in-house com- 
mittee of inquiry — without powers to 
compel giving of evidence or to sub- 
poena witnesses. The committee's 
chairman, Auditor-General Tan Sri 
Ahmad Noordin, periodically has 
criticised this constraint, but the gov- 
ernment has rejected calls for a royal 
commission into the affair. 

The brevity and paucity of the in- 
terim report has drawn criticism. Al- 
though the ostensible reason for issu- 
ing an interim report is the commit- 
tee’s desire “to continue with inter- 


Seeking more from less 


Indonesia’s share of Opec’s reduced oil-pumping ceiling 
should not hurt, assuming it is only short term 


By Manggi Habir in Jakarta 


akarta has failed to avoid a reduc- 
tion in its 1.3 million bpd Opec oil 
production quota as it had hoped 
(REVIEW, 8 Nov.). Indonesia will have 
to carry part of the two-month, 1.5 mil- 
lion bpd total cut which the oil export- 
ers’ group has decided to implement 
this month. The Indonesian share is 
111,000 bpd, representing an 8% drop 
from the current production ceiling. 
The country depends heavily on oil, 
which is responsible for roughly 60% 
of state revenue and 70% of exports. 
But observers feel that the loss in earn- 
ings, provided that it is only tempor- 
ary, should be manageable and should 
not require any major policy changes. 
Soon after the Opec 
reductions were an- 
nounced, Finance 
Minister Radius Pra- 
wiro said in a televised 
address that the re- 
duced oil quota would 
have a minor effect on 
the country's external 
balance and budgetary 
position. October's oil 
production was al- 
ready below the Opec 
ceiling, at an estimated 
1.25 million bpd. Pra- 
wiro, who described the 
cuts as a "temporary 
deferment of receipts, " 
explained that a pro- 
jected rise in oil de- 
mand early in 1985 
would generate 
enough additional re- 
venue to offset any de- 
cline in earnings in the 
coming two months. 
On the external bal- 
ance side, Prawiro es- 
timated the cut would 
mean a US$196 million 
drop in export earn- 
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Prawiro; Indonesian oil pumping station: minor effect. 


ings, or about 1% of total export re- 
venue as projected for fiscal 1984-85 
(ending 31 March 1985). But econom- 
ists foresee the net balance-of-pay- 
ments effect to be much smaller, taking 
into account the drop in imports re- 
sulting from the depressed demand in 
the domestic economy. Central bank 
statistics show that 1984's first-quar- 
ter imports fell some 26% from com- 
parable figures in 1983. 

Devaluation jitters, which were 
prominent after the 1983 Opec oil price 
cuts, have largely been absent follow- 
ing the latest Opec action. In fact, with 
the rupiah-US dollar exchange rate 
stabilised at Rps 1,060:;US$1, the 
money markets have 
been quite liquid as in- 
vestors convert foreign 
holdings (largely US 
dollars) back into 
rupiah. Indonesia's 
foreign-exchange re- 
serves currently stand 
at a comfortable 
US$9.7 billion (US$5.7 
billion of which is with 
Bank Indonesia, the 
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views and examination of witnesses,” 
and the fact that it is still “in the pro- 
cess of obtaining documents” in Hong- 
kong, many Malaysians expressed im- 
patience at the slow pace. 

Any proposals for action, including 
legal action, against persons found to 
have been involved in any “fraud, ir- 
regularities, or breaches of trust, or ac- 
tions in disregard of honest commer- 
cial practice” must await the commit- 
tee’s final report, said Daim. He gave 
no deadline for that report. The final 
report will, however, also be pub- 
lished, it appears. ii 
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central bank). There is also a consider- 
able cushion, since Jakarta has not 
drawn on either a US$750 million loan 
syndicated earlier in 1984 nor a more 
recent US$400 million standby facil- 
ity, bankers say. 

Jakarta recently issued a presiden- 
tial instruction limiting the use of ex- 
port credits to state development pro- 
jects which are included in an ap- 
proved government project list. For 
those state projects not on this list, 
only export credits which carry 25- 
year payment terms, a seven-year 
grace period and a maximum 3.5% an- 
nual interest rate can be used. 

On the budget side, Prawiro esti- 
mates the reduction in the oil produc- 
tion quota will reduce state revenue by 
Rps 178 billlion, representing about 
1.1% of state revenues budgeted for 
fiscal 1984-85. But actual government 
spending has been way below 
budgeted figures — in fact the govern- 
ment has been showing a budget 
surplus, officials say. This is reflected 
in a noticeable risein the government's 
account with Bank Indonesia. Ex- 
change-rate adjustments for budget- 
ary reasons, therefore, are highly un- 
likely, economists argue. 

Officials were somewhat surprised 
by the timing of the downward pres- 
sures on oil prices. Most had expected 
lower prices in July, but not in the 
northern hemisphere's winter — when 
oil demand normally picks up. Jakarta 
also overlooked Opec's high price dif- 
ferential between light and heavy 
crude, which — it is argued — raised 
demand for heavy crude at the 
expense of light. The switch in 
demand was made possible by the 
oil industry's growing capacity to 
process heavy crude. As a result, it 
was the light crude producers, 
such as Norway, Britain and 
Nigeria, which felt greater pres- 
sure to reduce their oil prices. 

But as one official noted, the oil 
price adjustments should have 
been done by raising heavy crude 
prices rather than cutting the 
prices of light crude. A realign- 
ment of oil prices to reduce the 
price differential is expected to bea 
major topic of discussion when 
Opec reconvenes before the end of 
1984. п 
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Introducing Premier Services. 
One of the privileges of the privileged. 


Only a few of our clients require 
the very special type of security, 
convenience and peace of mind 
Premier Services’ is designed to 
assure. But those who do have 
come to depend on these services, 
throughout the world. 


Personal attention. Discretion 
Responsiveness. These are what our 
clients have come to expect | f a rela 
tionship with American Express Bank 

Now, as an American Express Bank 
client, You can enjoy the added advan 
tage of Premier Services. It offers VOU 
travel and medical assistance, 24 hours a 
day anywhere in the world. And the 
convenience of a nearly unlimited range 
of personal services in London, Paris, 
New York and Miami 

you are eligible if you have a 
substantial relationship with American 
Express Bank and are a Gold Card" 
client of American Express Bank 

The Premier Services Card is not a 
charge card. We issue it to identify vou 


as one of a small and very select group of 


American Express Bank clients. When 


American Express International Banking Corporation 





а representative who will meet you 





American 
Express 
Bank offices 


Argentina 
Austria 
Bahrain 
Bangladesh 
Brazil 


Cavman 
Islands 
Chile 
Denmark 
Egypt 
Germans 
Greece 
Hong Kong 
India 
Indonesia 


Itah 

Ivory Coast 
Japan 

Korea 
Lebanon 
Mexico 
Monaco 
Netherlands 
Pakistan 
Panama 


ices Card ide nitfies you as one of a small and very select group of American 1 : 
vou have the use ol Premier Services, Wherever you ar 
almost any type of service is easih whatever the hi Pn 


arranged through a single telephone call. near as the nearest tel 
Traveland medical assistance 
worldwide 


How to learn more about 
Premier Services 


With a call to your multilingual For more infi | | 
Premiet Services representative, vou are Services г ао U 
assured of travel and emergency Bank Ing services —pl 
medical assistance, 24 hours a day Lendrum, First Vice Pt 
almost any where. You and your famih Express Internationa! 
have access LO prompt medical attention, поп, Connaught Centr 
including supervised evacuation Connaught Roa en 

Exactly what you want, Hong Kong. Telephon 
exactly as you want it _ Premier set 

\ single telephone call can also rm daha КАПЫ А 
arrange many types of traditional con 
сеге SCTVICCS and pers па! services 
in London, Paris, New York and Miami 

From a chauffeured limousine...to 
an exquisitely appointed private party 

to vacht and aircraft charters 

We will plan cultural or shopping 

excursions...arrange for the services of a 





interpreters and translators...dispatch 


at the airport, to expedite yout 
arrival or vour departure 


Global Financial Nerwork 
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American Express Bank 
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There are 781 fruitful reasons 


666666 
66é 


666666 





MINOLTA 


The Minolta EP450Z and EP650Z offer you 
what you really want a copier for: superb copy 
quality at a fast copying speed and with 
automated copy processing capabilities. But they 
also offer you a great deal more! Each PPC 
supplies 781 zoom enlargement/reductions: you 
can select any magnification ratio between 
0.640X and 1.420X to enlarge or reduce the 
image area of your original to the exact size you 
require. 

Zoom enlargement/reduction gives you 
complete control over copying: no longer are you 
limited to just a few choices of how large or how 


See the EP4502/EP6502 at these Minolta subsidiaries and distributors: 


Santa Office Machines Corp. TIFI. 75, Sec. 4, Nanking E. Rood, Taipei Phone: (02) 715-5001 


Hong Kong Minolta Hong Kong Lid. 67-71 Chatham Road South, Oriental Centre, Kowloon Phone: 3-676051 


Minolta Singapore (Pte) Ltd 10, Teban Gardens Crescent, Singapore 2260 Phone: 563- SON 
City Marketing Sendirian Berhad Lot 3, Jalan 223. Petaling Jaya. Selangor Phone: 576057 
Technical Supply Co. Ltd. 1808-1812 Kasemrat Road Klong Toei Bangkok 1010 Phone: 391-0215, 252-9155 ~ 7, 233-2064 ~ 5, 392-7412 


Philippines — TOPROS Inc Торгоѕ Bidg Вопоме Cor Atok St, Quezon City, Metro Мапа Phone: 49-49-21 


small copies can be made from any original. 
There's virtually no limit to the uses you can 
make of the Minolta EP450Z's or EP650Z's zoom 
enlargement/ reduction. 

Both copiers, with their companion automatic 
document feeder or document feeder option, will 
also automatically select the appropriate magnifi- 
cation ratio according to the size of the original in 
use and the copy paper size you require. Or the 
appropriate loaded copy paper size according to 
the original size in use and the magnification 
ratio you ve selected. Thus, it s almost impossible 
for the operator to make a mistake... think of the 
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to pick a Minolta zoom РРС. 
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EP4507 with Automatic Document Feeder ADF -11 
3nd Sorter S-101 
Copy Size АЗ to АБ (11* x 17“ to 4/5 * » 


Copy Speed. 25 copies/min. (A4) 












sauings in time and waste copy paper! 

We ve just pointed out more than 781 fruitful 
reasons you owe it to yourself to take a z 
closer look at the Minolta EP450Z or 
EP650Z. And there are lots more, as your 
Minolta dealer will be delighted to explain. 
Wont you call or visit him today? 


MINOLTA ZOOM COPIERS 


EP450Z/EP6507 


MINOLTA CAMERA CO. LD. Business Equipment Operations, 30, 2-Споте, Azuchi-Mochi, Higashi-Ku, Osaka 541. Japan 








Indonesia P T. Perdona Nirwana Abadi Co. 678, JL Кгеко! Raya, Jakarta Pusat Phone: 372-609 

India Methodex Systems Pvt Ltd. 607-8 Meghdoot 94 Nehru Place, New Delhi 110019 Phone: 682475. 682476 

Pakistan Allied Equipment Ltd. First Floor. Nelson Chambers, 1 | Chundrigar Rood. GPO Box 680, Karachi-1 Phone: 214922 
Bangladesh Brothers international Ltd СРО Box 767, Adamjee Court 115-120. Montijheel CA, Dacca Phone: 232293 

New Zealand Viko Holdings Ltd MSI Bldg, Cnr Khyber Poss and Nugent Str, РО Box 220 Auckland 3 Phone: 796-294, 796-295 
Australia Océ Reprographics Lid 89 Tulip St, Cheltenham, Melb 3192 Phone: 584-1011 


AT OVER 40 MERIDIEN HOTELS 
AROUND THE WORLD YOU CAN 
EXPERIENCE WHAT THE FRENCH 
PROUDLY CALL LE RAFFINEMENT. 
ITS AN UNEQUALLED STYLE AND 
ELEGANCE; A WAY OF CARING FOR 
YOUR EVERY NEED WITH AN 


HOTELS MERIDIEN: 
LE RAFFINEMENT 





gem 
UNMISTAKABLE FRENCH TOUCH. 
YOU'LL FEEL IT IN OUR WARM 
PERSONAL WELCOME, THE COM- 
FORT OF OUR ROOMS, OUR 
COURTEOUS ATTENTIVENESS AND 
SUPERB CUISINE. 


THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


GROUPE AIR FRANCE 


THE 
WORLD OF 
MERIDIEN 


WITH THE  CON- 
TINUOUS EXPANSION 
OF MERIDIEN WORLD- 
WIDE, HOTELS WILL 
OPEN IN THE FOLLOW- 


ING CITIES: PORTO, 


LISBON, NEWPORT 
BEACH/LOS ANGELES, 
VANCOUVER, SINGA- 
PORE-CHANGI, DELHI, 


| TAIPEI,ALEPPO,CAIRO/ 


| ALEX- 
ANDRIA. 


THERE ARE ALRE ADY 40 
HOTELS WORLDWIDE, IN 
CLUDING: PARIS, NICE, 
LYON, TOURS, ATHENS, 
MILAN, TUNIS, MOHAM- 
MEDIA, CAIRO, BAGHDAD, 
DAMASCUS, PALMYRA, LAT- 
TAKIA, KUWAIT, AL KHO- 
BAR/DHAHRAN, JEDDAH, 
ABU DHABI, SHARJAH, 
KHARTOUM, DAKAR, KIGALI, 
PORT GENTIL, BRAZZAVILLE, 
DOUALA, GISENYI, RIO, 
BAHIA, MONTREAL, HOUS- 
TON, BOSTON, NEW YORK, 
SAN FRANCISCO, NEW 
ORLEANS. TOKYO, 
KONG, 











HONG KONG/AIR- 
PORT, SINGAPORE. CO- 
LOMBO, GUADELOUPE, 
MARTINIQUE, MAURITIUS. 
REUNION. 


FOR RESERVATIONS, CONTACT 
YOUR TRAVEL AGENT, ANY 
OR SALES 


MERIDIEN HOTEL 
OFFICE. 
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China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time 
assessing China's potential as a mar- 
ket for their products. 

Yet, for 20 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess - 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities, 

This authoritative journal comes 


A confidential monthly newsletter. Exch 
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packed with information and statis- 
tics on China — every month, it 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assess- 





ments of China's fluid trade 
relations. 
An annual subscription to the 


CHINA. TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 
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ORDER YOUR SUBSCRIPTION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is compiled and edited by the Far Eastern 
Economic Review, Asia's most widely-read business news magazine, 


Post this coupon today! 
Circulation Manager, 


Far Eastern Economic Review, Ltd., P.O.Box 160, Hong Kong. 
Please enter my one year subscription (12 issues) for the CHINA TRADE REPORT. 


{ enclose $ 
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SEEM ARRER STEREO TREE OHAAER ACERT RTI EHR RAYE AA HRA RADAR RETEREK ARS 


City SEES КОС TUS a State 


RAMAHORNEE HEHE ROTEL 6k EDN Фа > TIE EROR SES OAR REV OKA HORE EERE 


AMEN ETEHRAKAN ез лтты OH EKER TAH EAA ASAE A ONT RUE теч» 


Annual subscription rates: HK$1,750 M/S$540 USS250 £155 AS285 


Sent airmail anywhere in the world. 
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PHOTO: ROLF SALOMONSSON CAMERA: HASSELBLAD 


Tuis IS Nor Ir. 
Suppose you wanted to buy a camera not 


just for taking snapshots but for creating 
great photography. 

Suppose you wanted a larger size frame 
than vou get from ordinary cameras. Say 
6x6 cm. 

Suppose you wanted to be able to 
choose among the worlds most advanced 
lenses. 

Suppose you wanted a top shutter speed 
of L/2000 sec. 


Suppose you wanted to be able to switch | 
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from color to black and white without re- 
loading film. 

Suppose you would like to know that the 
camera’s technology was sophisticated 
enough to make it the choice of the astro- 
nauts in space, 

Then vour choice is easy. There is only 
one camera that fits your description; a 
camera mainly built by hand: 

The Hasselblad. 

But no matter how sophisticated a cam- 
era is or what quality it has — that is not it. 

Sure, vou can't help but get good pictu- 


res from it, but vou wanted great photo- 
graphs, remember? 

And no camera can create great photo- 
graphy. It can only be of more or less assist- 
ance to you in vour own act of creation. 

Of course, you can't get better assistance 
than from a Hasselblad. But the visions and 
the artistry can only come from you. 

Thatis really it. 


HASSELBLAD 


Write for free literature: Victor Hasselblad AB. Dept 
SC, Box 220, S-401 23 Goteborg Sweden 
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More than 110 sold in 4 continents. 


CASA and NURTANIO have collaborated 
in development of a new regional transport 
aircraft: the CN-235. An aircraft that 
combines maximum comfort with minimum 
consumption in perfect balance. 

An entirely new aeronautical concept 
among aircraft of its class. Wider, more 
comfortable, with more space for more 
passengers. Up to 44, with room to relax 
in total comfort. An aircraft 1.90 m. high 
down the aisle. To fly in style. 

That's the new CN-235. The first regional 
transport aircraft specifically created for 
the world of today. Maximum simplicity 
of structural and system design, optimally 
combined with the latest technology. 
Powered by the compact rugged and well- 
proved General Electric CT 7-7 turboprop 
engines. 

An aircraft of maximum profitability. 
For its reasonable purchase price, its low 
comsumption, and its readily accessible, 
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easy maintenance 

Profitability that works out to less cos! 
per seat than any aircraft in its class 

Its aerodynamic design, ideal for short 
or medium routes, incorporates a rear 
cargo-ramp door via which configuration 
can be quickly changed to mixed or cargo 
and loading/unloading of containered 
baggage is easily effected 

The CN-235, tops in its class. First class 
for profit, comfort, technology, versatility, 
maintenance and consumption 

More than one hundred and te! 
CN-235's have already been sold worldwide 
A tremendous takeoff 


Technical characteristics: 


e Engines: 2 General Electric CT 
turboprops 1,700 shp 

e Max. capacity: up to 44 pax. with toilet 
and galley. 

e Cargo capability: 4 LD-3 containers or 
2 88" x 125" pallets or 4.600 Kg (10,140 Ib) 
of bulky cargo 


CASA-NURTANIO 


We build for the sky. 


For further information, contact: Construcciones Aeronáuticas, S. A.: Rey Francisco, 4 - Madrid:8 Spain Telephone 247 25 00 Telex ; 
Or contact: PT. Nurtanio; BPP Teknologi Bid., JIM.H. Thamrin 8, Jakarta, Indonesia. Telephone: 322 395 Telex: 4433! АТР JKT 





Picking a diamond in the rough 
takes a special kind of skill. 


Great ideas are like diamonds. In the 
beginning, theyre hard to distinguish 
from the ordinary. However, with the 
right kind of skill, what seems ordinary 
can be fashioned into a brilliant reality. 
At Epson, we know how to select the 
kind of ideas that will produce products 
that people can trust. We approach 
every idea from the very beginning. 
We carefully evaluate its worth, and 
before proceeding any further, we 
examine its applicability. If we find any 
flaws, any imperfections, we stop. 
Most corporations can dream up 
ingenious product concepts. But what 


else is that we create products for 
people. Almost every single feature 
on an Epson product is designed to 
make your life easier. Youll never 
spend weeks trying to figure out how an 
Epson product works. And you'll never 
find unnecessary gimmicks either. 

Epson's commitment to fulfill human 
needs is apparent in such outstanding 
products as our liquid crystal display, 
and the world's best-selling printers for 
personal computers and totally portable 
cordless personal computers. 

Epson. We know the difference 
between great ideas, and great ideas 
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makes Epson different from everyone that work. 

EPSON CORPORATION: Head Office: 80 Hirooka, Shiojiri-shi, Nagano 399-07 Japan Phone: (0263) 52-2552 Telex: 3342-214 (EPSON J) 

EPSON ELECTRONICS (SINGAPORE) PTE., LTD. No. 1 Maritime Square. 02-19 World Trade Centre, Singapore 0409 Phone: 2786071/2 Telex 39536 

EPSON ELECTRONICS TRADING LTD.: Room 411, Tsimshatsui Centre, East Wing 66, Mody Road Tsimshatsuli, Комі Hong Kong Phone: 3-694343/4, 3-7213426/7 Telex: 34714 
EPSON ELECTRONICS TRADING LTD. (TAIWAN BRANCH) 1-8F. К Y Wealthy Bldg.. 206 Nanking Е Road, Sec. 2. Taipei Taiwan R.O.C. Phone: (02) 536-4339. 551-6248/9 Telex: 24444 
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|... No matter where you relocated, you're 
|. part of B&W world. And no matter 
what your steam generation needs 
аге, B&W сат һер: — 
One call to Babcock & Wilcox 
| International puts you in touch with 
| amulti-divisional energy services 
— company that can get to the heart of 
your problem, fast. With 25,000 
employees and service operations 
worldwide, a team of B&W experts 
—-s ready to work with you. 
Whether you need high technology 
— instrumentation and controls, tubing, 
i pressum pare owes Or 
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ceramic fiber insulation, B&W can 
Service you. 
From single component upgrading 


~ to entire boiler island rebuilds, B&W 


can engineer modifications to deliver 
improved operating efficiency. And 
Our Maintenance and operator train- 
ing programs will help keep your 
plant running smoothly. 

For more than a century weve been 
a world leader in industrial and utility 
steam generation. And in this world, 
no other company can supply B&W's 
technological expertise and total 
scope Services. 


— — Babcock & | 
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For more information, contact the 
Manager, International Marketing & 
Sales: Babcock & Wilcox Canada, 
581 Coronation Bivd., Cambridge, 
Ontario, Canada N1R 5V3 
Tix 069-59341 or Babcock & Wilcox 
International, Inc., 20 S. Van Buren 
Avenue, Barberton, Ohio, USA 44203. 
TIx 98-6406. Babcock & Wilcox, a 
McDermott International company. 
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INTER: CONTINENTAL SERVICE 

An oasis of ti anquil comfort 

with unmatched business facilities 

for demanding international travellers. 
That's another Inter«Continental advantage. 


IN THE MIDDLE EAST THE ADVANTAGE IS INTER: CONTINENTAL 
eS IN TERS CONTINENTAL. HAUCT.E ES 


Inter* Continental Hotels have long been established throughout the Middle East in excellent locations, offering fully equipped business centers and complete 
facilities. Each hotel provides extensive experience, impeccable service and local knowledge to satisfy all your needs. Abu Dhabi * Al Ain * Amman (Jordan) 
Bahrain (The Regency) * Cairo (Semiramis) * Dubai + Kabul‘ Karachi * Lahore * Makkah * Muscat * Peshawar (Khyber) * Rawalpindi * Riyadh * Taif (Massarrah) 





INTER: CONTINENTAL" More than 80 superb hotels around the world 
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Looking for a formula 


Debts and derelict factories hold back Vietnam’s bid for 
revival despite the adoption of more liberal policies 


By David Jenkins in Hanoi 


he Vietnamese economy, battered 

by more than 30 years of war and 
dislocation, is showing evidence of a 
patchy recovery. There have been im- 
provements over the past year in grain 
production, in light industry and in a 
reduction in inflation and increased 
tax collection. But heavy industry con- 
tınues to stagnate, electricity produc- 
tion has fallen below expectation, ce- 
ment production is behind schedule 
and the external-debt situation re- 
mains poor. On balance, the best that 
can be forecast, according to an Inter- 
national Monetary Fund team which 
conducted its annual survey of the 
economy earlier this year, is continued 
slow improvement. 

Of all the problems, Vietnam's heavy 
debt burden is most worrying. Nine 
years after reunification, Hanoi's cof- 
fers are all but empty. The country has 
a mere US$16 million in hard-cur- 
rency reserves — not even enough for 
two weeks' essential purchases — and 
debts of more than US$6 billion, up 
from US$4.6 billion in 1981. Two- 
thirds of this is due to the socialist bloc. 

The bulk of the US$4 billion 
socialist-bloc debt is owed to the 
Soviet Union, with the remainder due 
to East European countries. Of the 
US$2 billion due to non-socialist 
countries, about two-thirds is owing to 
official creditors, about US$100 mil- 
lion to international organisations and 
the rest to private banks, most of them 
in European Economic Community 
countries — notably Belgium, Britain. 
France, Italy and West Germany — 
and Japan. Almost all concessional 
Western financial assistance dried up 
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in the wake of the Vietnamese invasion 
of Cambodia in December 1978. 

The main weakness in the economy 
is in the balance of payments. Exports 
were up 30% in 1982 to US$475 mil- 
lion, mainly reflecting an increase in 
shrimp exports to Japan, and rose 
again to US$652 million in 1983, of 
which US$178 million was to converti- 
ble currency areas. The IMF estimates 
that exports will earn US$743 million 
in 1984, of which US$210 million is ex- 
pected to be in convertible currencies 
However, Hanoi will need all its hard- 
currency earnings just to cover its an- 
nual debt-service payments. 

According to the IMF, the Vietnam- 
ese are demonstrating a responsive- 
ness and responsibility over their 
debts, contacting creditors and re- 
scheduling loans where they can — for 
example, with some European banks 
Vietnam is said to have reached a ten- 
tative agreement with Japan to re- 
schedule US$170 million and is trving 
to reschedule other debts to Libva 
(US$36 million) and India (US$2.5 
million). 

According to members of the IMF 
team which visited Hanoi earlier this 
year, Vietnam recognises that the best 
way to improve its export performance 
is by promoting cash crops and light 
industry. There are a number of snags, 
however. One is that the average fac- 
tory, dogged by shortages of power, 
spare parts and raw materials, is run- 
ning at only 40-50% capacity. Another 
is that the country needs to initiate 
better quality control and improve its 
foreign marketing techniques. 

Finally, the Vietnamese continue to 
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react slowly to rapidly changing eco- 
nomic situations. Last year, ex 
were meant to grow by 60%. When this 
did not happen, no immediate mea- 
sures were taken to remedy the situa- 
tion. Nor, itis said, was the Vietnamese 
economy particularly responsive to the 
world economy. For example, new 
technologies in steel production have 
led to a reduced demand for the kind of 
coal produced by Vietnam. But the 
Vietnamese have been slow in finding 
alternative markets for their product. 

Partly as a result, Vietnam's coal ex- 
ports have declined for the third year 
in succession. Vietnam has proven re- 
coverable coal reserves of about 130 
milion tonnes but production has 
stagnated at around 6 million tonnes 
annually. All but 100,000 of the 
800,000 tonnes exported in 1982 went 
to capitalist countries, earning US$40 
million 


he IMF team. noted that there is à 

standing Vietnamese Government 
instruction urging officials to expand 
their contacts with countries outside 
Comecon (the Soviet economic group- 
ing) and to encourage joint ventures 
with Western companies. In this con- 
text. one member of the group noted 
that while Vietnam did not have an in- 
vestment code for joint ventures, it 
probably did not need one. Without a 
code, officials could tackle joint-ven- 
ture proposals with greater flexibility 

a point of view which investors with 
dealings with China might not readily 
accept. 

In an interview, Vo Van Sung, an as- 
sistant to the foreign minister. said the 
government was working on new legis- 
lation on foreign investment as former 
guidelines were inappropriate. “We 
were not very experienced he said. "I 
think this new one will pave the way 
At present, only 
the Soviet Union and 
have sizable investments in 


two countries - 
France 
Vietnam 
Manv. however, are sceptical about 
Hanoi's commitment to opening up the 
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` impression their preference is for 
` socialist trading partners,” said one 
` source. “Western ships are held in their 
ports so that Eastern bloc vessels can 
_ go first, which is the sort of thing 
- which discourages Western traders.” 
While Vietnam repeatedly says it is 
‘seeking to improve the situation, it 
| does not seem to have accepted the im- 
plications of a market economy in mat- 
ters such as price control. Indeed, Viet- 
пат probably has not even reached the 
stage that China was at during the 
later days of the Gang of Four a decade 
ago. In Vietnam, too, one has the sense 
of being totally cut off from the outside 
` world, which is not at all the case in 
— China. 
` Of Vietnam's current total exports to 
non-communist countries, Japan and 
- Singapore are the largest customers. 
Apart from coal, Vietnam earns hard 
currency from the export of shrimps 
— and other seafood. 
— Tt also exports some of its best rice, 
importing cheaper, broken rice in re- 
- turn and making a useful income on 
` the exchange. Other exports are of 
cheap footwear, carpets and handi- 
crafts. Hanoi sells similar consumer 
items — and a few simple food pro- 
— ducts, including tinned tropical fruit 
— — to the Soviet bloc; but even the 
— Soviets are said to complain about the 
- quality of the items. Hanoi augments 
its income with remittances sent home 
by Vietnamese workers in the Soviet 
Union and Eastern Europe. Whatever 
the amounts earned from sales to the 
Comecon bloc, they are insufficient to 
cover the cost of Hanoi's purchases 
from its socialist allies. 
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АМ елле, Vietnam is keen to in- 
crease its imports, particularly of 
petroleum and fertiliser, in order to 
boost agricultural and industrial out- 
put. The problem remains one of short- 
age of funds. Hanoi's other major im- 
ports are of cement, equipment and 
raw materials, with little officially re- 
corded import of consumer goods. 
E On a more positive note, agricultural 
output continues to grow. In his Na- 
tional Day speech on 2 September, To 
Huu, vice-chairman of the Council of 
Ministers and a man not thought to be 
particularly enamoured of recent eco- 
nomic directions and material incen- 
tives, said that Vietnam's economy 
had, “in the flush of positive changes in 
the 1981-83 period," recorded many 
new achievements. 

Despite storms and floods in 1983 
and a serious drought in 1984, the 
winter-spring rice crop was up by 
370,000 tonnes over the year earlier 
figure. (Some 11 days later, the Hanoi 
domestic news service put the winter- 
spring crop at 5.51 million tonnes.) 
Output of industrial crops — including 
rubber, coffee, tea, tobacco, ground 
nuts and sugar cane — was up by 30%, 
the population of cattle by 10%. 

"Our greatest achievement has been 
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to import 1.7 million tonnes of food a 
year, which is why we are in debt.” If 
the country can overcome its shortages 
of insecticide and fertiliser, said Sung, 
“we will have some food reserves and 
some surplus to export.” One problem, 
however, is that there is a clear imbal- 
ance between output in the north and 
in the south. The south, which pro- 
duces 60% of the nation's rice, is doing 
well in food production, unlike the 
north, where output is poor and flood- 
ing has been more serious. 

Meanwhile, according to the IMF, 
there has been a 15% growth in indus- 
trial production, due mainly to success 
in the light industrial sector but also to 
a policy of decentralising industry. In- 
flation, the IMF says, was down from 
90% in 1982 to 50% in 1983, mainly 
due to the State Bank of Vietnam's po- 
licy of reducing the increase in money 
supply. However, inflation remains a 
major problem and there are more than 





a few indications that the country is 
planning a significant devaluation. 

There also has been some improve- 
ment in the budgetary situation as a re- 
sult of success in collecting taxes from 
the private sector. The authorities are 
aware that tax rates are high and are 
said to be receptive to an IMF sugges- 
tion that lower rates would probably 
lead to greater willingness by busi- 
nessmen to reinvest their profits. 

The government also has had some 
success in raising revenue by issuing 
Fatherland Construction Bonds. Ac- 
cording to an article in Nhan Dan, the 
party daily newspaper, in February, 
people all over the country had signed 
up to buy government bonds worth 
Dong 921 million (US$83.7 million at 
the official rate of exchange) and 5,767 
tonnes of paddy, which is an accept- 
able alternative method of payment. 

Ho Chi Minh City took in Dong 70 
million, while Hanoi netted Dong 51 
million. According to the report, the 
first phase of the campaign to mobilise 
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an end and “many people from 
levels of society enthusiastically par- 
ticipated in this movement and bought 
bonds with money, paddy, cattle and 
precious metals.” 

However, the report lamented that 
the total sum collected “still does not 
match the amount of money and paddy 
that the people have not used, espe- 
cially those who possess a lot of money 
and paddy.” From the start. there were 
intimations of coercion in the sale of 
bonds and many people, particularly 
in southern Vietnam, are loud in their 
condemnation of what they see as 


forced levies. 


ccording to one source, the annual 

budget deficit is around 15%, 
mostly a result of heavy government 
subsidies to keep down the price at 
which rice is sold to urban workers. 
"We aim to reduce this," said this 
source, "not by increasing taxes but by 
improving productivity in the state 
sector." In the past, exhortations 
aimed at boosting productivity met 
with little success, the directives being 
couched in terms of "must," without 
giving much guidance about "how." 

However, there is considerable hope 
in some sections of government that 
the post-1981 incentive schemes even- 
tually will have the same sort of impact 
in industry as they already have had in 
agriculture. "We must remove the old 
rigid, bureaucratic economic manage- 
ment system," said Sung, "and turn it 
into a flexible one — to encourage the 
initiative and creativeness of every 
unit." There is an awareness, however, 
that it will take time to perfect the new 
mechanisms. 

"Heavy industry is a no-go area," 
said a source in Hanoi. "They still have 
dreams for it but when the next plan 
appears next year you will find that 
heavy industry has been put on hold." 
In short, the whole lesson of the sixth 
plenum of the Vietnamese Commun- 
ist Party (VCP), in 1979, was that the 
dash for heavy industry was a mistake 
and everyone now seems to agree that 
it is inappropriate to pursue the sub- 
ject. | 

All the same, steps are being taken to 
tighten up management procedures in 
medium and heavy industry. One part 
of this programme calls for the “eradi- 
cation” of unproductive sectors and a 
concentration of resources on the more 
productive sectors. The other part calls 
for the continued introduction of 
schemes which reward workers on the 
basis of their productivity and which 
advance the cause of decentralisation. 
“The former mechanism,” said Sung, 
“was out of date, autocratic and inef- 
fective.” 

At the same time, Vietnamese offi- 
cials say they are in the process of pre- 
paring for the next stage of industriali- 
sation. For the past two years, atten- 
tion has been focused on the energy 
sector, particularly electricity, with 
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The successful manager. His current achievements, measured ag: 
responsibilities he has and the resources he manages, are excellent. 
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_ EVERYTHING 
^. STARTS 
ON PAPER! 


Get the right paper from 
the right supplier and 
save a lot of time 

We supply: 


e Different assortments of packing 
paper 

e Greaseproof paper and cristal 

parchment paper 

Duplex & triplex cardboard 

White wood free printing cardboard 

(simili Bristol) 

ө Special treated and coated paper 
(waxed, paraffined, polyethylene 
coated, printed papers) 

ө Corrugated board boxes 

e Paper sacks and bags 
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Exercise books, writing pads 
Writing/printing paper-woodfree, 
mechanical, white and coloured 

e Chromo paper 

ө Duplicating paper 

е 
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Newsprint 
Saturable paper of laminated 
electric insulators 

ө Power cable insulating paper 

e Electro-insulating paper for 
bakelyte cylinders 

ө Tabulating cardstock and tabulating 
cards (punch cards) 

e Transformer board 

e White surface laminating paper 

e White underlay laminated paper 
(barrier) 

e Continuous stationary 
















For inquiries please apply in full 
confidence to 










EXPORTLEMN 


Foreign Trade Company 
Bucharest-Romania 
4, Piata Rosetti 
P.O.B. 37-146 
Telephone: 15 40 20; 13 53 54 
Telex: 10363 
Cables: EXPORTLEMN-Bucuresti 









130 


major efforts put into the completion 
of new plants. The search for offshore- 
oil reserves, so far unsuccessful, also 
continues, 

As part of its efforts to lay the foun- 
dations for further development, Viet- 
nam recently has inaugurated two 1.2 
million tonnes-a-year cement plants — 
one built with Soviet assistance, the 
other with help from Denmark. A third 
plant, built with French assistance, 1s 
being completed. 

For the time being, the main focus 
will be on improving electrification in 
the north and keeping the south's light 
industry (textiles in particular) going. 
The greatest problem at present is that 
Vietnam lacks the capability to import 
the raw materials and spare parts it 
needs. If these were available, officials 
say, light industry could produce at 60- 
70% capacity, satisfying domestic de- 
mands and allowing the government to 
buy more rice from the farmers for ex- 
port. 

Soviet aid to Vietnam is estimated at 
US$1 billion a year, though the IMF 
team concede that it is difficult to be 
precise about what is aid and what is 
loan. This is because of the flexibility 
within the Comecon system, which, 
among other things, permits shortfalls 
in trade flows to be converted into 
long-term loans. "Soviet loan terms 
are so soft that to all intents and pur- 
poses they are grants," noted one 
source. "It is very difficult to see how 
the Soviet Union or Vietnam could be- 
lieve these will be paid off in the near 
future." 

In other words, Soviet aid is pro- 
vided as a trade-off, partly for 
facilities granted to the Soviet Pacific 
fleet at the Vietnamese port of Cam 
Ranh Bay — which needs to be looked 
at more in political terms rather than 
in terms of traditional Western ac- 
counting procedures. 

The IMF team believes that the drain 
imposed on the Vietnamese economy 
as a result of the maintenance of an 
army of 1.2 million men, and through 
the continued occupation of Cam- 
bodia, is not nearly as critical as many 
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other problems in the economy. The 
army apparently contributes to some 
economic development projects. The 
biggest drain created by the army, it is 
said, is that it tends to absorb too many 
technicians and too much scarce trans- 
portation. 

Perhaps paradoxically, party lead- 
ers might be less than happy with the 
assessment that the armv is not a drain 
on the exchequer. In private conversa- 
tions, thev stress, repeatedlv, the point 
that China's confrontation of Vietnam 
is imposing a major strain on the econ- 
omy: indeed, they seem to welcome the 
opportunity this gives them to blame 
every shortcoming — political, social 
or economic — on Peking. 

Nevertheless, the IMF view is one 
that finds considerable support among 
analvsts in Hanoi, where it is noted 
that the troops in Cambodia tend to 
grow their own food and live off the 
land far more than other armies might. 
Also, it is noted, the economic costs of 
demobilisation may be greater than 
the cost of keeping soldiers in the 
army, given the already high levels of 
unemployment and the fact that indus- 
trialisation is still in its early stages. 
"They have created à machine they 
can't dismantle," said a Western dip- 
lomat. 





he Hanoi leaders are well aware 
that the longer they keep their 
forces in Cambodia the longer they will 
have to pay the price in terms of an aid- 
freeze imposed by most Western indus- 
trialised nations and Japan. But if they 
have painted themselves into a corner, 
they give no indication that they are 
giving serious thought to extrication. 
The denial of much Western and Ja- 
panese aid, a direct result of the 1978 
invasion of Cambodia, is clearly hurt- 
ing Vietnam. Still, trade statistics 
show that Japan is Hanoi's largest 
trade partner in the non-socialist bloc. 
And, as in Burma, Japanese business- 
men are assiduously laying the foun- 
dations for greater economic and busi- 
ness cooperation. Some 300 Japanese 
businessmen are said to visit Vietnam 
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every year, quietly establishing and 
maintaining contacts with local offi- 
cials, and in some cases, even leaving 
behind virtually new cars as "gifts to 
the state. " 

Most, itissaid, are representatives of 
the large Japanese trading houses, 
though this fact is seldom recorded on 
the calling cards they leave with Viet- 
namese officials: “They usually come 
representing companies which you 
have never heard of and which turn out 
to be Mitsubishi or Mitsui spelled 
backwards,” said a Western diplomat 
who has watched, with interest, the 
progression of Japanese businessmen. 

Vietnam's major economic achieve- 
ment — the breakthrough in rice pro- 
duction — is a result of reforms first 
broached at the sixth plenum. The re- 
forms (in large measure the handiwork 
of Vo Van Kiet, a former VCP secretary 
for Ho Chi Minh City and deputy prime 
minister in charge of planning since 
1982), allow peasants to sell agricul- 
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tural produce on the open market, once 
state production quotas have been met. 
Similar incentive schemes have been 
introduced in the non-agricultural 
sector. 

As long as Kiet remains where he is 
— and signs are that his influence is 
growing — the reforms are likely to re- 
main in place, the more so in that it is 
becoming harder for ideological 
purists like To Huu to advocate alter- 
native policies at a time when some- 
thing is finally achieving results. Even 
so, Hanoi is likely to keep up the pres- 
sure on shopkeepers, restaurateurs 
and other small private businessmen, 
particularly in the south. "The idea is 
to rein in the private businessmen, 
siphon off their profits, make life dif- 
ficult for them," said a source in Hanoi 
"Productivity comes second when a 
particular problem is sensed." 

In Ho Chi Minh City, the main in- 
strument chosen to achieve these ends 
has been the tax system. The fact that 
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taxes often appear to be levied in the 
most arbitrary faSbion eg reps lar 
attention being paid a tt 
those operating ‘private restaurants, 
makes life exceedingly’ difficult for 
businessmen, many of whantare ethnic 
Chinese. 

In outlining the thinking thatdies bes 


hind their economic policies aw 
| theorists move nimbly between а 


ations of Marxist orthodoxy and exe 
pressions of support for the more 
flexible incentive schemes. They also 
exhibit a certain ambivalence on the 
subject of centralisation vs localisa= 
tion, a topic that has greatly exercised 
Soviet and Chinese planners over the 
years, 

For the time being, those favouring 
incentive schemes and greater decen= 
tralisation seem to be in a position to 
keep the ideologues at bay. But Viet 
nam has a long way to go before it starts 
toying with Hungarian-style — or even 
Chinese-style — communism. п 








service. in a dynamic 
economy is the 
winning combination 
| that assured our 
| growth into a city 
bank of Japan. 
And now we're 
developing into 
an international 
financial complex. 
| Perhaps тоге than 
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any other Japanese bank, 


Saitama offers its 
customers the full 
benefits of its vigor 
and vision. The vigor 
that has made it one 
of Japan’s fastest 
growing major 
banks. And the 
vision of a bank 
that never forgets 
people are people. 


The Japanese bank that helps you grow 
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| encourages peasants to increase pro- 


Aglint of greed 


Vietnam’s new agricultural incentives have boosted 
crop yields but also have widened the rural-urban gap 


By David Jenkins in An Hiep 
en years ago, Nguyen Phat Trien, 
then 20, was a member of a Viet 
Cong sapper unit which was engaged 
in some particularly bitter exchanges 
with United States and South Viet- 
namese forces in the rice paddies and 
bamboo groves of the humid Mekong 

River delta province of Ben Tre. 
Today he is the director of the ag- 
ricultural cooperative in An Hiep ham- 
let in the west of the province and an 
enthusiastic exponent of  Hanois 
three-year-old contract system, which 
duction them to dis- 


by allowing 


pose freely of their produce once 
they have paid a fixed quota to the 
State. ' 

Until the introduction of the con- 
tract system, which is also applied in 


à дА 


tion is making substaritial gains. In 
1982 the country had аёгѓесога food 
output of 16.6 million іопӣеѕ, up from 
slightly more than 14 million tonnes in 
1980, the vear before We wp Sys- 
tem was introduced. And in 1983, ac- 
cording to Hoang Tung..a member of 
the communist party secretariat, out- 
put was 17 million tonnes, the effects 
of particularly bad typhoons not- 
withstanding. 

The hope is for 18 million tonnes this 
vear, which would mean, according to 
Hoang Tung, about 300 kg a head. This 
is still considered insufficient, quite 
apart from the fact that output in the 
south is about 400 kg a person, double 
that in the north. All the same, the na- 
tion is drawing steadily closer to its 
goal of self-sufficiency in food produc- 
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crops а year. This is high by the stan- 
dards of other parts of Vietnam but 
modest by Mekong Delta criteria, 
partly because of the damage wrought 
by the war — American aircraft car- 
pet-bombed large areas of the province 
and many areas were bitterly con- 
tested. 

Since the contract system was intro- 
duced in the village in 1982, the hamlet 
committee says, An Hiep has been 
achieving yields of seven tonnes per ha, 
or 21 tonnes per ha a year. “The con- 
tract system stimulated production,” 
Trien explained. “We also improved 
our management, made sure the seeds 
and fertilisers were provided on time 
and were in a position to mobilise the 
workforce.” 

Under the new system, the coopera- 
tive is responsible for the provision of 
fertiliser, insecticide and seeds and 
takes charge of irrigation and plough- 
ing. Individual peasants are responsi- 
ble for planting, weeding and harvest- 
ing. In return for the fertiliser, insecti- 
cide and seeds, An Hiep is required to 
turn over three tonnes of unmilled rice 
per ha to the state, a quota determined 





Trien: rice harvest: a former guerilla turns to free enterprise. 






the industrial sector, Vietnam's food 
outlook had been growing steadily 
bleaker. The country. was no longer re- 
ceiving the 2 million tonnes of food aid 
that had been provided each year to 
North and South Vietnam by their re- 
spective Chinese and US backers. Yet 
the population was increasing and in 
many areas farmers had left coopera- 
tives to look for other jobs, leaving an 
estimated 80,000 ha of arable land fal- 
low. 

The nation produced only 12.9 mil- 
lion tonnes of food in 1978 and the aim 
of reaching 19-20 million tonnes — and 
an even more-ambitious target set in 
1980 — by the end of the current five- 
year plan (1981-85) seemed hopelessly 
optimistic. 

With the incentives, grain produc- 


132 


tion. And the reforms that have had 
such an impact on grain production are 
having a similar impact on the produc- 
tion of pigs, chickens, fish, fruit and 
vegetables. 


n land-hungry, overpopulated An 

Hiep, local officials say, the incentive 
scheme has been a great success, not so 
much because there is any surplus rice 
at the end of the season — the govern- 
ment quota and the needs of the 5,000 
villagers account for every grain pro- 
duced — but because it leaves the peas- 
ants free to cultivate their lucrative, 
privately owned coconut trees and 
market gardens. 

In the past, Trien says, the 205 ha of 
cultivated land in An Hiep yielded two 
tonnes of paddyper ha for each of three 


bv the fertility of the soil. The villagers 
are allowed to keep anything above 
that or sell it to the state at about Dong 
10 a kg, a fairly good price in the cir- 
cumstances. 

If there were enough land for 
everyone, a reasonably hard-working 
farmer could earn Dong 20,000 
(US$1.818 at the official rate, US$100 
at the unofficial rate) for 100 days' 
work. But because the average man 
only gets 700 m? of land to work there 
is nothing to be made out of rice. Even 
so, a farmer can earn Dong 1-2,000 
a month from his coconut trees and his 
private gardens and by breeding 
shrimp and raising chickens — a small 
fortune when it is recalled that a gov- 
ernment employee may be on a fixed 
salary of Юоп ғ 300 a month 
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much as Dong 100a day. - 


d additions to their houses, to buy 
clothing, bicycles, TV sets, motor- 


» Compared with hamlets of simi- 
size in the north of the country, 



























A uarter-on-quarter 


4 6 gross domestic product growth 


ch ‘is enviable ЗЕ most countries’ 
tandards, but represented a slow- 
n from the first quarter’s 10.1%. 
rying than the overall slack- 
r aDP growth has been the 
oral make- -up of the growth, Three 
y industries — construction, finance 
d trade — showed marked declines 
their growth rates as well as their 
tribution to overall GDP growth. 
Massive state stimulus (a record 


of work on the S$5 billion 
5$2.32 billion] Mass Rapid Transit 
tem) cannot fully offset the slow- 
wn in construction. brought. on. by 
‘collapse of the private property 
et (REVIEW, 8 Mar). The property 
> has taken its toll, too, on the fi- 












line in demand for property and 
ction credits) and indirectly (by 
g the local bourse and under- 
oan demand for stock specula- 
new financial futures ex- 

















ig start than expected and failed 
ide an anticipated р, to 
anking business. | : 
Singapore also found it hard to : un : 














money is used by the villagers to 
es and even small quantities of | 


ethe houses are generally made of. 
, Àn Hiep is unprepossessing. |. 
E are built of wood and, | atch 


4 need to support the рз 






spite the gains ceded the con- | 
System has not en ‚рк о. d 





Singapore’s. 


8,000 public housing units plus the 


| sector, both directly (through - 


е got off їо a later and less-in- |. 


| mention corruption, üt age and 
effects of a primitively organised 
transportation system — that fertilis- 
ers and insecticides often arrive late. 











te 'buted most to our 

;" said a senior officialin 
Hanoi, "are the ones who suffer most." 
In An Hiep, where the people probably | 


y suffered as much as anyone, that re- 


























| necessary to "remind? 
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- Although Hanoi looks- set to, Push 
ahead with че کک‎ уле ‘some 










S, Sil se fact that Bel. coopera- 
tive ре sometimes seems to Бе 







snag a bigger share оѓ the market for 
such services as loan syndication and 
| offshore funds management founder- 
ed on Euro-credit sluggishness world- 
wide. Bankers also were put off by a 
series of abrupt regulatory sanctions 
against their fraternity (REVIEW, 26 
Apr., 7 June, 16 Aug., 6 Sept., 1 Nov.). 
The loose peg of the local currency to 
the indomitable US dollar has not only 
damaged the republic's export-com- 
petitiveness, but also virtually flat- 
tened tourism earnings (which are in- 
cluded in the “trade” category). After a 
3% decline in 1983 — Singapore’s 
first-ever drop — visitor arrivals have 
shown modest increases of 1.2% in the 
first quarter and 6.4% in the second 
quarter of 1984. But.it would take a 
27% annual growth in arrivals to 
maintain current occupancy rates in 
| light of the near-doubling of Singa- 
pore's hotel room stock projected over 
the three years through 1987. 
Offsetting the flagging growth rates 
of ше construction, finance and trade 























GDP GROWTH BY SECTORS 











| frain is given little more than a polite 


hearing by peasants too preoccupied 
with the business of making the most 


" “aL of the recent changes. 


Meanwhile, the government is faced 
with the universal problem of ensur ing 
that the farmer gets a good price for his 
output while at the same time ensuring 
that urban workers, particularly state . 
employees on fixed incomes, are pro- 
vided with their staple food at accept- 
able prices. At present, the state pays 
the peasants Dong 10 for a kg of rice 
but sells it to the workers for Dong 0.4 
— the only way it can guarantee the 
living standards of urban workers. 
This goes some way toward offsetting. - 
the income imbalance between the 
rural and the urban population. But it 
is hardly sufficient and can only be 
done at a heavy cost to the alreadv 
strained nationalexchequer. п 





sectors, two other sectérs: manufac- 






















turing and transportation/communi- 
| cations — turned in. sterling perform- 


ances. But these gains could prove 
hard to maintain. Outgoing telephone 
calls and telexes — among the fastest 
growing items in the first two quarters' 
GDP growth for the transportation/ 
communications sector — could dry up 
if the trade slump continues. As for the 
sector's other main constituents, ship- 
ping remains depressed and the na- 
tional airline fáces stiffening competi- 
tion (REVIEW, 8 Nov.). 

The manufacturing upturn's major 
impetus has come from resurgent 
United States demand for such items 
as consumer electronics and high- 
fashion garments. State planners 





openly worry about the growing trade | 
SPRE on the 08. Even п the US 
ld | f | 








the kind of consumer products. that 


predominate in Singapore's export 
bundle is likely to be the first to be 
satiated. 

Petroleum products — which jke 
up about 18% of the republic’ s man- 
ufacturing mix and nearly a third of 
external trade — showed output in- 







| diio quarters, according 
jased index of industrial 
n. But lien d oil d 
and soon- 10-соте-опз е 
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Rado. A name that means far more [he Rado DiaStar «V 220 
than a product, a trademark or a com- а new and further d | 
pany. For behind this name there lies a Rado scratchpr 
philosophy which forms the basis for In its engineering | 
the unique reputation enjoyed by Rado construction and extreme 
throughout the industry and around sapphire crystal. T} r1 
the world shows a value of 220 





A true pioneering spirit and an unmi for these Rado modi 

stakable independence of expression 

are the pillars upon which this philo Rado. Inimitable and 
k sophy rests. The pioneering spirit new standards in wat 

achieved world-wide recognition and lenc 

meaning with the invention of the 


scratchproot watch. For the first time it — *^: arpe 
| | : Y Wee m y sets new standard 
'ecame possible to construct a Watch technology 


Dec he harrine 
of both lasting beauty and permanent 2200 Vickers approach: 
value. The independence of expres a теа! diamond 

sion is reflected in the unmistakable 

Rado design; an unceasing intellectual 

and spiritual dialogue with matter, 

form and function. 
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The future depends 
on the creativity 
of the present. 


Today, your international bank must 
be creative. Therein lies the strength of 
tomorrow. 

Creativity in the application of all 
resources available is vital to finding 
possibilities where others see problems. 

Deutsche Bank offers this creative. yet 
circumspect approach to your financial 
needs: based on more than 100 years of 
experience in every field of international 
banking, the adaptability of our staff, and 
our presence in 56 countries around the 
world. Plus the strength of total assets of 
more than US $ 83 billion, ranking us 
among the world's largest banks. 

Put us to the test. 


Deutsche Bank [/] 


Advanced banking for more than ‹ a century 
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2 ме mi where else 
i: but the Shangri-La. 








Reservations: Your travel agent or Bandar Seri Begawan 23911, Bangkok 
251 4862, Bintulu 31351, Hong Kong (5) 242 367, Jakarta 365 005, Kota 
Kinabalu 52057, Kuala Belait 35391, Kuala Lumpur (03) 486 536, Kuching 


20977, Labuan 80042, Manila 854 655, Sandakan 42141, Singapore 737 3644, 


Taipei 581 4111, Tawau 72051, Tokyo (03) 667 7744 


In the heart of Singapore’s lush, 
green splendour lies the Shangri-La. 
Set in its own Garden of Eden within 
this garden city. 

It is a paradise of beautiful 
blossoming balconies. Of well 
appointed rooms, impressive interiors 
and fine restaurants. Of superb 
recreational facilities, including tennis 
and squash. Of warm welcomes and 
thoughtful touches. Everything that 
puts the Shangri-La in the ranks of 
the world's top hotels. 


© ShangriLa hotel 


SINGAPORE 
A SHANGRI-LA INTERNATIONAL HOTEL 
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Westinghouse can see 
what's inside your equipment 
before we even touch it. 











Spotting potential problems before they occur is the cost-effective 3 
way to minimize costly downtime and squeeze more productivity out of 
equipment. 

At Westinghouse, we've developed a totally automated diagnostic 
system for the ultrasonic inspection of heavy equipment. This concept 
greatly reduces the time and cost of maintenance. 

We offer a wide range of innovative service programs. From total 
operations analysis to complete product overhauls for a broad range of 
products. Power generation. Power distribution systems. Manufacturing 
systems and controls. Transportation Systems. Aerospace. And we can do 
the work at your plant or at one of ours. We also train customer personnel 
worldwide in the latest operating and planned maintenance techniques. 

In the Asia Pacific region, Westinghouse has major service facilities in three locations: Westinghouse 
Taiwan Industry Services in Taipei, Korea Industry Services in Ulsan, Korea and Westinghouse Industr 
Services in Singapore. 

For more information, contact your Westinghouse sales office in Singapore, Tokyo, Hong Kong 
Taipei, Seoul, New Delhi, Manila, or oydney. 


You can be sure... if it's Westinghouse e 





It takes a life time to perfect 
the art of the Kecak dance... 
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BANK UMUM NASIONAL 


Developing today, tomorrow and tomorrow 


78. Jalan Cikini Raya, Jakarta, Indonesia 
P.O. Box 3483. Tel. 321607 (5 lines) Telex. 46437. 46532. 


.. one of the many traditional 
dances tobe found in Indonesia, 
the Kecak dance which is found in 
Bali is sometimes called the monkey 
dance depicting the Ramayana Story. 
Dedication and attention to the 
smallest detail from a very early age 
are needed to reach perfection in the 
art of dance. | 
As in banking, to reach a high 
level of professionalism takes 
a deep understanding of the market 
and people. 
At Bank Umum Nasional 
we believe you cannot short cut the 
future but must build on the past. 
If you are planning to do business, 
anywhere in Indonesia you can 
bank on Bank Umum Namona | 





IHE KINGDOM OF NEPAL 
The Legends are Rea 


There is a place, 

Halfway between here and heaven, 
Where wild rivers roar, 

Where fabled cities abound, 

And mystical treasures can be found 
The place is Kathmandu. 

Come to the Kingdom. 


A s ә 1114-16 Star House, 3 Salisbury Road 
! ines Tsim Sha Tsui, Kowloon, Hong Kona 
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Serving: Bangkok . 
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A credit card is just a credit card. The American Express Card is peace of mind. Dont leave home without it. ES 













stockbroking 
both occasic 






, Shroff was expected 
to satisfy the appetites of visiting 
United: and European fund 
managers hungry for an appraisal of 


Asian economic and political pros- - 


pects. The fact that the lunches 


turned into'a one-man talkfest rather 


than banquets for Shroff is a matter 
of some culinary regret, but the inci- 
dents have a wider symbolism. 
Foreign fund managers (like some 


Hongkong stockbrokers) seem to ex- 


pect things to be served up to them on 
a plate almost free of cost — rather 
like a free lunch. | | 
These are real mega-buck funds 
| such managers are handling: a US 


A. pension fund with a cool US$30 bil- | 


lion or so of assets; a life-assurance 
company with similar endowments; a 
West German universal bank with 
private and institutional clients' for- 


tunes to invest. They have all sud- 


denly discovered Asia, but at the 


same time they are all looking for safe = 


havens for their investments rath 
than opening up new frontiers: US 
pension funds, for instance, are 
cautiously venturing a modest few 
percent of their vast portfolios out- 





side the US, but what fraction of this 


comes to Asia is heäded mainly for 
the established Tokyo stock- 
market. 

Now the managers want to know 
from people like Shroff whether 
South Korea and Taiwan are really 
the “Japans of tomorrow,” so they 
can go back home and justify to their 
trustees or boards relatively secure 
investments in these “markets of the 
future.” They all justify their caution 
by citing their fiduciary duty. But 
there is the making of a grand illusion 
in all this. The capitalisations of the 
Seoul and Taipei markets, for in- 
. Stance, are far too small to absorb 
even a tiny fraction of such institu- 
tional funds without becoming 
grossly overvalued and overheated. 
Of course that would be nice for a few 
locals who ramp the market in ad- 
vance of the foreign invasion and 


then get out with a fat profit. But it | 


would leave big institutions dealing 
even more incestuously in a few East 
Asian blue chips than they do on Wall 
Street. | | 

e SHROFF is frankly unimpressed by 
casual swings through Asia as a way 
o get to know markets. Rather more 
onvincing is the decision by F 





! Tribunal to investigate dealings in 


Indosuez banking group to establish 
in Hongkong what it calls an "invest- 
ment company” — Indosuez Asia 
Development Capital (ISA-DC) — 
with the object of actually starting up 
new enterprises and then bringing 
them to market. To help this latter 
objective, Indosuez is buying seats on 
two of the local stock exchanges with 
the right eventually to a seat on the 
unified stock exchange. — . 
The start-up capital of US$10 mil- 
lion for ISA-DC looks pretty deris- 
ory, but Indosuez argues it is enough 
to take some 20 investments of 
around US$500,000 each — and then 




















investments in property or 
roductive assets. 

ents will be held for up to 
ive nd Indosuez argues that, 
n places like South Korea where its 
first investment is located, that is 
quite long enough to establish the 
| sort of track record needed for a local 
stock exchange listing. If the venture 
Works, it sounds like a good way of 
expanding the range of investible as- 
available to foreign institutions. 
New York institutions, please copy. 
€ ANOTHER thing Indosuez hopes 
to handle from Hongkong is future is- 
sues of debt instruments such as con- 
vertible bonds or debentures with 
profit-sharing “kickers,” made by 
entities in China. So does just about 
every merchant bank in Hongkong. 













| Shroff has news for them. In a recent 


interview with Shroff, Mi Guojun, re- 
cently apppointed by Peking as gen- 
eral manager of the China Interna- 
tional Trust and Investment Corp. 
(CITIC), disclosed CITIC's intention 
of issuing some HK$200 million 
. (08$25.64 million) worth of bond: jin 
Hongkong "soon" in order to finance 
various investment projects іп China. 
¿This sounds like an interesting exer- 
cise in testing the waters in Hong- 
kong after China's recently an- 
nounced intention to issue samurai 
bonds in Tokyo. a 

e SHROFF is meanwhile encouraged 
to note that Hongkong Financial Sec- 
| retary Sir John Bremridge has issued 
instructions to the Insider Dealing 





though it could just as easily be 
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including Conic’s former chairr 


spun off from Honic Holdings (Не 


through. 


International City Holdings {I4 
around the time of the abortive d 
between Peking-supported _ 
Bright, and ICH. Ever Bright cha 
man Wang Guangying announced 
January that Ever Bright would b 
residential and commercial pro 
from ICH — in which Li Ka-s 
Cheung Kong (Holdings) has а 
stake — and paid a deposit. — 
ICH's share price virtually do 
in the space of one month b 
Ever Bright had walked av 
the HK$1 billion deal and г 
its deposit with interest. Т 
will look at dealitigs in IC 
January and June. Li, 
man of ICH, has already. 
insider dealing in ICH by € 
Kong directors. { 
e THERE is one current case whe 
China appears to be doing the 
thing by one of its investme is 
Hongkong — Conic Investment Co 
















































































gued that it is doing the only p: 
thing to recover its investr 
China's stake in the ill-fated Co 
via Sin King Enterprises Co. ( 
controlled by the Bank of China 
China Resources), which has 
to subscribe to all of a new sh 
placing to raise HK$295 million a 
reduce the overgeared Conic's debt 
This would raise Sin King's sta 

from the present 34.8% to 674 
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rules). $ 
In this event, other sharehold 















Alex Au (now disappeared), who 
gether with associates holds arour 
34%, will see their stake diluted t 
around 50%. ft seems unlikely the 
will want to: subscribe for their right 
shares, which are going at a virtua 
nil discount to current market price 
as Conic's prospects are uncertain. 

The electronics concern, which y 









































Kong) via a 7.5 times oversubscrit 
public issue in 1981, will have a be 
ter-looking balance-sheet and a m« 
sustainable interest burden after the 
share placing and capital reconstruc- 
tion, as well as a net asset value per 
share of about HK$1.55 against a cur- 
rent market price of 58 cents. 

But it still has a volume of unpro- 
fitable (or scarcely profitable) con- 
tracts undertaken by the previous 
management (before a new team | 
under Xue Wenlin of the Bank of - 
China was installed) to work 



















































LA‏ دا الو د یزد ر 


By Richard Hanson in Tokyo 


| fra Japanese market’s slim appetite 
for foreign manufactured goods 
stands in sharp contrast to what has 
recently become, in the words of a 
foreign-bond salesman, a “frenzy 
feed” on foreign bonds and notes by 
major Japanese investors. 

On 2 November in Tokyo the daily 
sales of foreign — predominantly 
United States — bonds hit a record es- 
timated at US$300-500 million amid 
reports that US interest rates were 
bound to fall further after the presi- 
dential election. This burst of activity 
came on the heels of what was almost 
certainly a new monthly high for net 
foreign bond buying in October of 
around US$3 billion, breaking the pre- 
vious US$2.8 billion record set in Au- 
gust 1983. From January-September 
1984, net bond buying totalled 
US$17.4 billion. (This includes direct 
__ institutional purchases and is thus 
ә larger than those made through securi- 
ties houses alone.) 

The consensus appears to be that, 
barring any dramatic changes in mar- 
ket conditions inside or outside Japan, 
the buying spree could be sustained al- 
most indefinitely. Purchases could rise 
further if serious consideration is 
given by the government to raising the 
legal limits set on overseas portfolio 
investment by the biggest institutional 
investors. Most of the top life-assur- 
ance companies, for example, are at or 
very close to the guideline which limits 
their overseas investment to 10% of as- 
sets. 

On the other hand, new sources of 
buying are opening up, including the 
US$98.5 billion controlled by Japan's 
Postal Life Insurance Fund. As of the 
end of September, only US$1.72 bil- 
lion, a mere 1.7% of those funds, were 
invested abroad, according to figures 
published by Japan Financial Report. 
The post office, which began investing 
abroad only last year, has plans to 
place about US$800 million more be- 
` tween October 1984 and March 1985. 
<- Japan's huge agricultural cooperative 
funds are another comparatively un- 
touched source. 

Japanese investor interest in diver- 
sifying overseas is at least partly a re- 
flection of pent-up demand after years 
of traditional (and until fairly recently, 
officially induced) reluctance to push 
| into unknown areas. October's buying 
' spree, however, also reflects the sur- 
рну warm reception given to а 
special US Treasury note issue in that 
month, targeted mainly at Europe. In 
Japan, though nowhere else, the notes 
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Hunger for new issues 


Japanese investors' demand for foreign bonds is almost 
limitless, though their freedom to buy them is not 





Sprinkel: a good job. 


were dubbed "Sprinkel bonds" after 
Beryl Sprinkel, the US Treasury 
undersecretary, whose job it was to sell 
the four-year bonds in Japan. Sprinkel 
did his job well. 

Japanese investors took the credit 
for making a success of October’s US$1 
billion auction of “targeted” Treasury 
bonds by swallowing nearly US$500 
million. Although the bonds were de- 
signed more for European than for Ja- 
panese investors, two giant brokers, 
Nomura and Daiwa, enthusiastically 
snapped up about US$200 million 
apiece. Secondary market sales ac- 
counted for the rest. 

So far the results have been losses for 
both underwriters and investors. The 
issue fell in price on the “grey” market, 
from 99.93% at purchase to about 
99%. A shadow has also been cast over 
the future success of targeted bond is- 
sues reportedly being considered by 








NET PURCHASES OF 


OVERSEAS BONDS THROUGH 
JAPAN’S SECURITIES 
INDUSTRY 


| (US$millio) | Sept | Aug. | Jan-Sept._ 
US 






Britain 235 96 873 
West Germany 8 1 22 
Luxembourg 270 343 2,590 
Australia 105 66 687 
Canada 87 102 986 
Others 85 87 995 _ 
Total  [iw&[LsT| inue — 


| Source: Japan Financial Report. 
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The initial en r isiasm for p e] 
bonds required a rather quick change 
of mood in Japan. Just before the bid- 
ding took place, some Japanese under- 
writers were said to be looking at bids 
for about half the amount they finally 
took. 

The main credit for this change of 
heart goes to Japan's Ministry of Fi- 
nance (MoF). The ministry engineered 
what looked at the time to be an attrac- 
tive loophole through which Sprinkel 
bonds could be placed with institu- 
tional investors. Whether Sprinkel ap- 
preciates the MoF's effort may be re- 
flected in the atmosphere in November 
when the undersecretary visits Tokyo 
to review the results of US-Japan 
negotiations on financial market 
liberalisation. 

When Sprinkel visited Japan in Sep- 
tember 1984 to hawk the special Trea- 
sury issue, he found little enthusiasm. 
Four-year bonds do not appeal to life- 
assurance companies and other big in- 
vestors. Moreover, insurance com- 
panies are near their legal limit on 
overseas investments. That limit could 
not be lifted in time, and the MoF de- 
cided against making Sprinkel bonds 
an exception to the limit. 

What the MoF did instead was to au- 
thorise the securities industry to offer 
investors at home a special ¥400 bil- 
lion (US$1.6 billion) jumbo issue of 
what are called foreign and domestic 
bond funds (naigaisai funds). This is a 
relatively new type of closed-end in- 
vestment fund, which invests a mix of 
roughly 50:50 in foreign and domestic 
bonds. The first round (¥300 billion in 
total) sold well to life-assurance com- 
panies and others, who welcomed a 
chance to buy the advantage of high- 
yielding foreign bonds with yen. 
Naigaisai funds are outside the ceiling 
on foreign bond buying. 





he original thought (on the side of 

the underwriters of Sprinkel 
bonds) was that about 25% of the new- 
ly authorised naigaisai funds (about 
US$400 million) could be used conve- 
niently to absorb the Sprinkel bonds 
which Daiwa and Nomura bid for. It 
was only after the actual yields on the 
bonds turned out to have been less at- 
tractive than those on other US bonds 
available on the market that the in- 
vestment trust managers began to get 
cold feet. 

The dilemma for big underwriters is 
that other institutional investors, par- 
ticularly insurance companies, are 
cool to the idea of placing a great deal 
of money in Sprinkel bonds. The con- 
ditions of the bonds, however, prevents 
them from being sold to the less- 
sophisticated general public. 

The business of selling bonds to 
Japan is being looked upon increas- 
ingly as a major source of growth for 
US and European investment bankers. 
In the past few months, two American 
companies with representative offices 
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ated: by China International 
a prestigious and 
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the. on of Economic Relations-and Tra 








CIEC, whose legal office is аш 


ikina. For those business 
ations able to take advantage of the business opportu 
China offers, the Guide is an essential aid to establis 
cessful ventures. Much of the information is exclusive to t A 
Guide and no other publication contains such a wealth of ax th- ! 
orised facts and figures. 


que new era oid by China’ 's 
open door’ policy towards the. — 
West has presented unrivalled invest- 
ment and trading opportunities. Since 
the late seventies foreign trade has in- 
creased substantially and í Overseas 
investment is now welcome 
For businessmen and i government. 

officials involved, or. Planting» to bes | 











orised by the Ministry of Justice to 
"handle legal matters: involving M 
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come involved, in in- . : 
vestment and trade 


with China, a prime re- . 


quirement is accurate . 
information — who to 
approach in which 


organisation, which — 


province offers the best 
location, what types of. 
proposal are accept- 
able, the structure of 
government and rele-. 
vant Chinese law. 
Now, for the first 
time, all this infor- 
mation has been 
brought together. The 


«China Investment Guide provides ` 
comprehensive coverage of the — 
Chinese business environment and in- 

. vestment conditions, the appropriate 

laws, regulations and procedures, and 

the policies and priorities of the. _ 

Chinese authorities toward foreign. 


investment. 


Among the special features. which 
make the Guide the authority are: 
‚ © Totally reliable translation of key 
`` trade and investment legislation by 
an official consultancy organisation, С 


ТО OBTAIN YOUR COPIES 


“Investment in 


New you can 
. tum to the 
authorised 








ап | certainh 


erto not consoli ated С 


in one volume, 
* Lists of all the organ- 

_isations, consultant 
corporations and 
companies involved 
in foreign trade and 
investment, their 
personnel, structure 
and functions — 
essential to the 


Е foreign traders and 


investors who need 
to know who te con- 
tact and how ina 
country of China's 


size, population and complexity. 

e Discloses the essential procedures — 
and problems likely to arise in Sino- 
western negotiations — the view of . 
the insider and an indication of the 
official policy and strategy with re~. 
gard to foreign trade and investment. 

* Discusses the latest Patent Legis- 
lation and the view of the govern- 
ment towards protection of foreign - 

. industrial property lights. 

* Up-to-date and specially com- - 
missioned maps of main cities, 


SEND THE COUPON TO YOUR. NEAREST LONGMAN OFFICE 
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advisory board: includes key nonsed 
from the Ministry of Foreign Econonüc 
| rade, the Ministry of 
inistn Hf Justice, China | 












| poration, the 
mission, t 





he State Economie Re 

s well as the Bank of 
hef e's Bank of Chita, the 
Customs authorities and other im- ` 
portant state departments. Obviously, 
with such a distinguished team of 
advisors, all the information contained 
in the Guide's twenty chapters can be 
confidently relied upon. 
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iin Tokyo and Osak 
cations — one British 
vo British merchant banks — are 
being cleared for licences. - E 
The market is also viewed hungrily 
; the 90 or so other representatives of 
banks and brokers. Most do not qualify 
lor a securities dealing licence because 
apanese law prohibits them from 
perating both a bank branch and a 
rities branch. Some are getting 
ind the letter of the law by operat- 
through representative offices, 
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exhibitors from over 2,0 
companies and 45 coun- 
tries around the world. 
















соіа when spring comes 
around next year — make 
a date with the 16th Tokyo 


are limited to information- 


the job by 


| President 


By Jose Galang in Manila 


s public dissatisfaction over its 
MA tough conditions simmered, the 


| financial. rescue package for the 
Philippines won the endorsement of | 
the New York-based, 12-bank advis- 
огу committee, which together account | 
for some 60% of the total debt expo- - 


sure of 483 foreign banks to the Philip- 


‘pines: The endorsement followed a 
similar action by the International 


Monetary Fund’s managing director of 








|. a standby credit facility, with which 
“the banks' own programme has be- 


come entwined. 

Beginning 5 November, the commit- 
tee sent out details of the bail-out pro- 
gramme to the rest of the bank cred- 


.itors. The consent of banks account- 
-ing for at least 90% of total outstand- 
Ang loans to the Philippines is needed 


for the package to be formally adopted. 
Once that consent has been gained, 


IMF managing director Jacques de 


Larosiére will endorse the standby- 
credit programme to the IMF's full 
executive board. 

Before the end of November, Prime 
Minister Cesar Virata (who is also fi- 
nance minister) and Central Bank of 
the Philippines governor Jose Fernan- 
dez are to visit principal financial 
centres to sell the rescue programme. 
Although top Philippine monetary of- 
ficials are optimistic they can complete 
December, scepticism 
among bankers over the Philippine 
Government’s will to undertake dras- 
tic economic reforms, persists. 

For instance, a new tax on bets and 
winnings from horse racing and jai- 
alai was scratched only 20 days after it 
was implemented. The tax was part of 


a package of revenue measures aimed . 


at boosting government coffers by an 
additional P8 billion (US$400 million) 
in fiscal 1985, which begins 1 January. 
Ferdinand Marcos was 
forced to roll back the new tax after 
track officials refused to hold races, 
the source of some P135 million in tax 
revenues annually. 

The financial plan involving the 
country's commercial bank lenders 
consists of four components: 

» A new facility representing the in- 
fusion of US$925 million of credits. 
This represents about 7% of total ex- 
posure of foreign banks as at 17 Oc- 


tober 1983, when a moratorium on 


foreign-debt repayments was called by 
Manila. The facility will be drawable 
in four tranches through 1985, with the 
first expected to be available by 
January. After this first tranche — of 


PS 


: | US$300 million — is used to pay off 





Commercial banks endorse a rescue package for 
the Philippines despite lingering apprehension 












debt and interest arrears, the balance 
сап be used for general balance-of- 
payments purposes. The facility will 
have a maturity of nine years, includ- 


 ingafive-year grace period. 


^» A trade facility of US$2.98 billion, 
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i equivalent to about 25% of the coun- 


try's average annual trade volume. In 
effect, the banks are asked to maintai 
the levels of trade financing they were 
extending immediately before the Oc- 
tober 1983 moratorium. However, if 








banks do not find sufficient acceptable 


trade transactions, they may opt to 
maintain an equivalent deposit with 
thecentral bank, which in turn will use 
the deposits to finance trade. The trade 
facility will have à maturity of two 
years (or up to the end of 1986). 

» A restructuring of some US$5.77 
billion of foreign debts of both the gov- 
ernment and private sectors, including 
guarantees extended by government 
financial institutions, falling due be- 
tween 17 October 1983 and 31 De- 
cember 1986. Public-sector debts and 
guarantees will be rescheduled to 10 
years, including five years’ grace. Pri- 
vate banks' short-term debts, includ- 
ing foreign-currency deposits in the 
private banking sector, may be re- 
structured into four-year-minus-five- 
days maturity. Lenders also will have 
the option to convert such debts into 
public-sector debts which will be 
stretched into 10-year maturities, in- 
cluding a five-year grace period. 
Medium- and long-term debts of pri- 
vate banks will be settled by deposits 
with the central bank which in turn 
will pay the foreign banks according to 
original maturities. | 

» Notasfirmasthe first three compo- 
nents, a fourth feature of the package 
is an "inter-bank facility," under 
which foreign creditor institutions will 
be asked to maintain deposits and 
placements with Philippine bank 
branches, subsidiaries and affiliates 


abroad at the levels held before the fi- 


nancial crisis. This facility will not in- 
volve a substantial amount; mainly af- 
fected are deposits with overseas 
branches of the state-owned Philip- 
pine National Bank. 

The entire package involves a total 
of USS$9.68 billion. However, Fernan- 
dez disclosed on 5 November that other 
longer-term private corporate debts 
amounting to US$1.1 billion also can 
be included in the rescheduling if the 
borrowing firms agree to initiate 
negotiations. | 

The terms for the package are de- 
scribed by both Virata and Fernandez 


sof was call- 
ed in 1983, interest rates were still high 
and gave rise to fears that the rescue 
package would be very expensive for 
the Philippines. According to the pro- 
posals being circulated among bank- 
ers, the interest rates for the financial 
plan are: 

> For the new money facility, either 
1.75 points above the London inter- 
bank offered rate (Libor) or 1.375 
points above the United States prime 








rate. The facility fee is 0.5% on the 
total amount and the commitment fee 
is also 0.5%, based on actual draw- 
down. 

> For the trade facility, there is a 
facility fee of 0.125% a year for the 
whole amount. Actual money rate 
based on public-sector utilisation of 
the trade facility is 1.25 points above 
Libor. 

» For the restructured debts, public- 
sector loans will have a tenor of 10 
years and an interest rate of 1.625 
points above Libor. For the private fi- 
nancial sector, there is an option for a 
package maturity with an interest of a 
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for all 


Date: March 7-8, 1985 
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But while the banks gave favourable 
terms for the financial package, their 
scepticism was evident in the pro- 


grammed outlays. The new credit pack- 
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| age, for instance, will come in four 


tranches. After the first tranche of 


, US$300 million, which the Philippines 


" < Fernandez and Virata; Central Bank of the Philippines: selling the package. "<" >= 


Venue: Hotel Furama Intercontinental, 


will use to pay arrears, the next two 
tranches will be US$100 million and 
US$175 million while the last amounts 
to US$350 million. Fernandez had told 
the REVIEW that the commercial banks 





are now keen on "performance" in 
their lending operations. 

The quarterly tranches coincide 
with the IMF's own six tranches for its 
standby credit of 615 million special 
drawing rights (US$620.4 million). 
Two of the components of the package 
— the trade facility and the restructur- 
ing of the private-sector financial sec- 
tor debt — will extend beyond the IMF 
standby facility's term. Given that 
these two components are negotiated 
as packages, they will have to be re- 
negotiated sometime in 1986, or after 
the IMF facility expires. 

To win support from the holders of 
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INTERNATIONAL CONFERENCE IN INDUSTRIAL AUTOMATION 


Theme: Micros in Affordable Automation — 
Creating New Industrial Opportunities 





Centre. 


For further details of the Conference/Exhibition, please contact the Organizer: 


Hong Kong Productivity Centre, 12/F., World Commerce Centre, Harbour City, 11 Canton Road, Tsimshatsui, 
Kowloon, Hong Kong. Telephone: 3-7235656 Telex: 32842 HKPC HX Cable: PROCENTRE 
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Make a date with world renowned experts and share 
their experience in automation applications in a broad 
spectrum of industry. 


You can also attend the Automation Technology 
Exhibition held concurrently in Hong Kong from 
6th- 9th March 1985 at the Hong Kong Exhibition 
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top 100 creditors, which among them 
share 93% of the total. However. the 
advisory committee has expressed a 
wish to “keep everybody inside the 
net,” according to Fernandez 
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On the possible refusal of some . 


banks — mainly small regional b 
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some of whom аге one-time lenders to | 


the Philippines - 


Fernandez passed | 


on the problem to the advisory com- © 


mittee. “If some banks don't partici- 
pate, the committee [has agreed to] ap- 


portion the amount [among the par- J 


ticipating banks],” he said. Attention 


in the talks had earlier been focused on ~ 
Citibank's 1983 freeze on inter-bank 7 


foreign-currency deposits. Some of the 


institutions whose funds had been fro- 


zen are suspected of entertaining ideas 
about staying out of the rescheduling. 
But these are mostly small banks with 
small exposures. Citibank itself is on 
the advisory panel. 

Earlier estimates of the new money 
facility required under the bail-out 
placed the amount from commercial 


banks at US$1.65 billion. However, . 
during the last stages of the negotia- _ 


tions, the banks opted to include some 
of the money among debts that will be 


rescheduled instead. Part of the new ^ 


money originally planned would have 
gone to pay off arrears, "so the smaller 
figure does not necessarily mean that we 
failed to get enough to fill the [expected] 
financing gap," Fernandez said 

For 1984 and 1985, the Philippinesis 
forecast to incur financing gaps of 
US$3.3 billion and US$1 billion, re- 
spectively. Fernandez said that official 
development assistance of at least 
US$1 billion is expected іп 1985. The 
commitment is “enough for the IMF 
managing director to feel he can count 
on it so that there will be no more re- 
maining financing gap," he said. п 
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By Anthony Rowley in Hongkong 


hen the final terms were an- 
| nounced on 4 November for 
Hongkong's Overseas Trust Bank 
(OTB) to sell its Hongkong Chinese 
Bank (HCB) subsidiary to a virtually 
unknown company called Worthen 


— Holdings (Hongkong), the name of In- 
У Ка entrepreneur Liem Sioe 


iong seemed mysteriously to have 


disappeared from the deal. Liem's 
- name, along with that of fellow In- 
` donesian Chinese businessman and 


Liem associate, Mochtar Riady (alias 
Lee Mo Sing) had been widely men- 


` tioned by parties close to the deal prior 


to its conclusion (REVIEW, 1 Nov.). 
Liem, however, is still very close to 
the transaction, the REVIEW learns, 
though for “political” reasons his in- 
volvement is being played down. This 
has to do with Indonesian rather than 
Hongkong politics following bomb at- 
tacks on branches of Liem's Bank Cen- 


| tral Asia (BCA) in Jakarta in October 


(REVIEW, 18 Oct.). Liem's relatively 
high public profile in recent years, 
through the activities of his Hong- 
kong-based First Pacific group, is as- 
sumed to have been at least partly re- 
sponsible for the political backlash in 
Indonesia. 


Liem is understood to have a 
_ shareholding of around 25% in 
Worthen Holdings (Hongkong) in 


which Riady is also a substantial 
minority holder (believed to be also 
around 25%). None of this is stated in 
the press announcement of the HCB 
deal, which merely records that a 
“principal stockholder” in Worthen 
Holdings (Hongkong) and in its 
Cayman-registered parent, Worthen 
Holdings International, is Stephens 
Inc., which claims to be one of the 10 
largest investment banks in the United 
States. 

Riady and his son James are two of 
the eight new members to be added to 
HCPB's board following its takeover by 
Worthen. Riady manages BCA, in 
which Liem's family has a 24% stake. 
Riady and Liem are thus close business 
associates and it seems reasonable to 
suppose they will jointly have a strong 
influence (if not control) over HCB via 
Worthen. Sources told the REVIEW that 
Liem would not be appointed to the 
HCB board "for the moment" as this 
would be politically sensitive. 

The takeover makes sense for Liem 
who already has a strong financial pre- 
sence in Hongkong, via the publicly 
listed First Pacific Holdings and its 
subsidiary First Pacific Finance, a de- 
posit-taking company (DTC). Liem has 
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` Indonesia's Liem Sioe Liong makes a low-profile move 
` into Hongkong banking — with a strong US partner 
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long wanted to obtain a 
banking licence in Hong- 
kong (through the acquisi- 
tion of an established 
bank) and though the joint 
venture with Riady (via 
Worthen) may not be the 
route originally envisaged, 
sources close to the deal say 
that it is unlikely that Liem 
will continue looking for a 
banking licence now, 
either in his own name or 
via First Pacific. 

It also seems likely that 
HCB eventually will be- 
come more integrated with 
Liem's existing financial 
operations in Hongkong, 
including those of another 
Liem-controlled Hongkong DTC, Cen- 
tral Asia Capital Corp. With its in- 
terest in HCB, the Liem group, "in its 
widest sense," as one source put it, will 
be in a position to take advantage of 
licensed-bank status to gather retail 
deposits, operate current accounts and 
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do trade financing on terms more ad- 
vantageous than for a DTC. 


The deal appears to suit the 
Stephens group of companies, too. It 
represents, according to the press 
statement, "part of a strategic plan by 
Stephens Inc. to expand banking and 


More than a just reward 


A complex series of transactions by Bill Wyllie seem 
to benefit everyone but Paliburg shareholders 


By Philip Bowring in Hongkong 


at vec heal thyself” seems to 

have become the motto of Hong- 
kong company doctor Bill Wyllie, hero 
of the resuscitations of China Engineers, 
Hutchison, BSR and others. In March, 
Wyllie took effective control of ailing 
Regal Hotels and its property develop- 
ment and investment subsidiary, 
Paliburg Investments, buying out, the 
33.4% stake held by overextended 
property group Great Eagle Co. for 
HK$90.4 million (US$11.59 million) 
including HK$800,000 for 80 million 
warrants. 

But Wyllie may have over-reached 
himself. As a result, shareholders in 
Regal and Paliburg are now facing a 
complex rights issue and restructuring 
proposal, the net product of which 
would be to inject badly needed cash 
into Regal but also into the pocket of 
Wyllie, while enabling Wyllie and 
another board member, Y. S. Lo, who 
has broken away from other members 
of his family controlling Great Eagle, 
to keep effective control. Various as- 
pects of the proposals have aroused 





Paliburg; Regal: rights and wrongs. 


criticism that entrepreneurs, ably as- 
sisted by fee-hungry merchant bank- 
ers, and unimpeded by a hesitant Secu- 
rities Commission, continue to ensure 
that their interests take precedence 
over those of other shareholders. 
The scenario is as follows: 

» Regal will reduce its stake in 
Paliburg from 51.9% to 26.4% by sell- 
ing equal amounts of shares and war- 
rants to private companies of Wyllie 
and.Lo for HK$33.375 million each. 
This will raise HK$66.75 million for 
Regal and leave Wyllie and Lo with 
22.9% and 22.3% of Paliburg each, or a 
combined effective controlling interest 
of 45%. 
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finance in the fast-growth Asia- 
Pacific Basin area. The bank will form 
an important part of a network of fi- 
nancial institutions" in this region. 
Stephens already has a registered DTC 
in Hongkong, Stephens Finance, and a 
joint-venture leasing company in In- 
donesia, Stephens Utama Interna- 
tional. Apart from the fact that 
Stephens Inc. is an investment bank in 
its own right, Stephens also has a US 
banking presence via Worthen Bank- 
ing Corp., which has 75 offices in vari- 
ous parts of the US. 

Liem has already shown his desire to 
become involved in US and Pacific 
basin banking through First Pacific's 
purchase of the Hibernia Bank in 
California three years ago. The latest 
deal extends that concept, though 
Liem's profile is much lower this time, 
almost certainly to defuse resentment 
in Indonesia over what is seen as the 
Liem group's moves to invest offshore 
against political uncertainties 
home. 

All of the partners in Worthen Hold- 
ings (Hongkong) were apparently pre- 
pared to pay a substantial premium for 
the privilege of a Hongkong banking 
licence. The consideration for the pur- 
chase (of a 99.73% interest in HCB 
with the residual staying with OTB) is 
HK3$337.1 million (US$43.22 million) 
against a net worth of around HK$200 
million shown in HCB's most recent 
accounts for the year to 30 June and 
total consolidated assets of HK$1.36 





» Wyllie will sell his whole stake in 
Regal to Paliburg for HK$107 million, 
so that Paliburg becomes the effective 
controlling shareholder in Regal. 
» Regal will make a one-for-one rights 
issue at HK$1.10 raising HK$327.4 
million, of which HK$107 million will 
be Paliburg's contribution. Paliburg 
wil thus invest HK$215 million in 
Regal but be repaid HK$131 million 
due from Regal. 

The rights issue is conditional on 
Paliburg shareholders (other than 
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billion. These figures included HCB's 


headquarters building in Des Voeux 
Road in Hongkong's Central district 
which is understood to be held in 
HCB's books at a carrying value of 
around HK$40 million. This building 
is not included in the deal, however, 
and with this excluded, Worthen ap- 
pears to be paying around twice the net 
worth for HCB as well as around 34 
times historical earnings. 

But there is some doubt about the 
precise form of payment. A spokesman 
for the Stephens group in Hongkong 
would say only that the deal involved 
"no public issue of shares" but would 
not confirm that it was for cash. One 
source described HCB at present as a 
"real-estate company with a banking 
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licence” though no doubt all the 
Worthen partners will be only too 
happy to shed the property bank 
premises plus leasehold properties 
were given as HK$48.2 million or 25% 
of net worth in the 1983-84 accounts — 
and concentrate on banking 
Hongkong’s Financial Secretary Sir 
John Bremridge has given his consent 
to the acquisition of HCB, which has 
nine branches throughout Hongkong. 
It was founded in 1954 by Sir Sik-nin 
Chau and sold to OTB in 1980. OTB has 
been seeking a purchaser for some time 
for HCB, which suffered a decline in 
profits last year, as did OTB. Under 
local regulations, the purchasers have 
to prove assets of at least US$12 bil- 


lion. п 
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РЕС strongly recommends 
the JF Currency & Bond Fund 





Investment in this Fund should allow investors to enjoy a steady 
income gain from the attractively high yields currently available 
on internationally traded high quality fixed income securities 


The units are denominated in US dollars. The Managers place 
particular emphasis on currency selection in establishing the 


distribution of the Funds' assets. 


The current mix of currencies is approximately US$ 91.4% 


Yen 5.3% and Dutch Guilders 3.3%. 


——————ÁMÓQQ HMM URGERE € MÀ M UÜÁ—À Á M € 2 


Performance Record to 30/9/1984 (HK$) 
(Capital Appreciation) * 


Since Launch 








(1979) 3 years 2 years 1 year Last Quarter 
+ 153.9% + 82.3% + 48.8% - 10.8% + 5.0% 


ЭЭ 95955 


° with income added back 


Minimum Investment: US$1,100 approximately 


While we believe investment in this Fund could be very rewarding 
the price of shares in the Fund may do down as well as up 


For further details, mail the coupon below: 


Г з шып шыш шыш шаш шыш шаш пш шш шыш шыш шшш шшш  — шш шш шо шы 1 

| Mr. W.H. Glover or Mr. О.Т. Wilkie PA | 
Personal Financial Consultants, Ltd IK 

| 1301 World Trade Centre, Causeway Вау, Hong Kong „н | 
Tel: 5-7908448 

І Please send details ої the JF Currency & Bond Fund i 

! Name: Telephone: . — j 

І Address: hs { 
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- I ttectively, Wyllie is saying that un- 
- less Paliburg, currently a subsidiary of 
Regal, agrees to take his Regal shares 
Y off him, thus handing him not only a 
И, tidy HK$17 million profit оп his March 
` investment but, more important, re- 
lieving him of the need to stump up an 
К, additional HK$107 million for the 
— Regal rights, the issue will not go 
ahead. 
Regal, which currently has pro- 
| forma net assets of HK$272 million but 
term debt of HK$609 million, badly 
` needs a cash injection. But the good 
doctor apparently does not have suffi- 
cient faith in Regal to borrow more 
. money to subscribe to the right him- 
self. He expects Paliburg to do it in- 
— stead. Paliburg, which currently has 
. debt of only HK$63 million and net as- 
` gets (written down to basement levels) 
` of HK$276 million will have to borrow 
_ to finance its rights purchase. Mean- 
2 while, Wyllie and Lo are paying a 7% 
E over market for their 
aliburg shares and warrants, but a 
small discount to written-down net 
asset value. 
| | Whether the purchase is good for 
 Paliburg is, to say the least, debate- 
_ able. Paliburg is being advised by Jar- 
- dine Fleming (JF), which recommends 
| the purchase. JF also happens to be 
- joint underwriter (with Schroders and 
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A ONE YEAR MBA IN 


INDUSTRIALIZATION STRATEGIES 
FOR DEVELOPMENT AND THEIR 
MANAGERIAL IMPLICATIONS 


STARTING SEPTEMBER 1985 


CONCENTRATION AREAS: 
Industrial Policy and Strategy 


Enterprise Strategic Design 
and Strategic Management 
Managerial Control and 
Information Systems 
Management 


e Behavioural Implications of the 


Strategic Implementation 


The programme is offered by 
R.V.B., a recognized institute in 
managerial capability develop- 
ment for the developing world. 

R.V.B. is linked to the Delft Uni- 
versity of Technology and has 
„тоге than 30 years of experience 
in management development. 


For further information please write to: 


Head о! the MBA Depart- 
ment R.V B., 

P.O. Box 143 

2600 AC DELFT 

THE NETHERLANDS 








Chartered) of the Regal issue. Some 
observers regard this as a conflict of 
interest as the rights issue is contin- 
gent on Paliburg's purchase. JF de- 


scribes it as "putting its money where | 


its mouth is." 

Both descriptions may be right. But 
Paliburg shareholders may wonder 
why JF was suddenly appointed in 
place of Wardley, hitherto Paliburg's 
adviser. Wardley could, however, help 
determine the outcome. It controls 
some 4% of Paliburg. Other significant 
holders who will vote on the proposal 
are Lloyds Bank International and 
members of the Lo family. These three 
have about 15% between them and 
could vote it down. However, all banks 
may be anxious for the whole scheme 
to go through. Wardley's parent, the 
Hongkong and Shanghai Bank, is chief 
creditor of Regal. And Chartered Bank 
funded 90% of Wyllie's March Regal 
purchase. 


efenders of the exercise argue that 
without such a linkage, Regal 
would have had to make a smaller 


rights issue and thus might not have 


been able to repay its debt to Paliburg. 
However, this still does not explain 
why Wyllie should be let off the rights 
hook. And if a straight rights issue of 
this size were not possible without 
strong-arming Paliburg, the solution 
for Regal would have been to sell one of 
its hotel properties. 

There has been some criticism of the 
HK$1.012 billion valuation put on 
Regal's principal asset — its two hotels 
— and used for the proposed transac- 
tions. They work out at an average 
value per hotel room of US$140,000. 
This criticism is subjective and possi- 
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done prie - 
ble valuer, Richard 
Ellis, and was only 
10% above a valua- 
tion put on the two 
hotels by Great 
Eagle directors in 
March when they 
announced the sale 
of their Regal 
stake. However, 
any over-optimism 
in valuation would 
have serious conse- 
quences for Regal 
shareholders. Even 
after the rights 
issue and disposal, 
Regal will be high- 
ly geared — term 
debt of HK$494 
million on net as- 
sets of HK$605 mil- 
lion. 

More significant 
for Paliburg may 
be that a net cash 
return on its in- 
vestment may be a 
long time coming. 
The rights price is 13.5 times prospec- 
tive earnings for 1985 of HK$36 mil- 
lion. Regal expects to resume dividends 
next year, but no level is indicated. The 
hotel business in Hongkong 1s at pre- 
sent booming. There is scope for signi- 
ficant increases in room rates and 
Regal would be a major beneficiary of 
a continuing decline in interest rates. 
Nonetheless, the price is still quite 
high compared with other hotel stocks 
with better track records, and the mar- 
ket has taken unkindly to Wyllie's 
package. 

Regal may, perhaps in time, prove a 
good investment at this price. And 
Wyllie’s prestige has undoubtedly 
helped restore faith in the two com- 
panies and, in particular, helped Regal 
raise the money in May to exercise an 
option to buy back the main Regal 
hotel at a favourable price. (In 1983 the 
Lo family had acquired it to relieve 
Regal's overstretched balance-sheet.) 
But this does not absolve Wyllie from 
severe criticism of the nature of the 
proposals. 

Quite apart from his own disinvest- 
ment, there is good reason to ask 
why the interlocking Regal-Paliburg 
shareholdings, reminiscent of the Jar- 
dine-Hongkong Land set up, are in the 
interest of anyone but the directors, 
who get a lot of control for a small out- 
lay. It would also be interesting to 
know how Wyllie and Lo, respec- 
tively chairman and managing direc- 
tor of both Regal and Paliburg, con- 
vinced the Committee on Takeovers 
and Mergers that they were not acting 
in concert. Otherwise they would 
have had to bid for the whole of Pali- 
burg, which was not what they had in 
mind. ; 
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Mitsubishi up 
Mitsubishi Heavy Indus- 
tries, — Japan's largest 
heavy-machinery manu- 
facturer, posted a sales in- 
crease of 8.2% to ¥1.02 
trillion (US$4.2 billion) for 
thehalf year ended 30 Sept. 
from the comparable 1983 
period. Recurring profit 
jumped 48.3% to ¥43 bil- 
lion. Sales by the motive- 
power division rose 40.1% 
to ¥414.5 billion, with or- 
ders for power-generation 
plants, received some years 
ago, included in figures for 
the half. 

Improvement in operat- 
ing ratios and cost-cutting 
efforts contributed to 
higher profits. Orders re- 
ceived during the half rose 
14% to ¥841 billion. Or- 
ders for the motive-power 
division rose by 139% be- 
cause of nuclear-power 
generation equipment or- 
dered by Hokkaido Electric 
Power Co. Industrial- 
boiler orders placed with 
the division also rose, But 
orders for the chemical 
plants and the shipbuild- 
ing/steel structure divi- 
sions fell 31% and 19%, re- 
spectively. The company 
predicts a 15% rise (to Y2 
trillion) in the value of or- 
ders received for the full 
business year. 

— KAZUMI MIYAZAWA 


Benquet down 


Non-mining losses offset 
mining gains to push down 
the Philippines' Benguet 
Corp.'s net income to P2.3 
million (US$110,500) in 
July-September 1984 from 
P59.6 million in the previ- 
ous quarter. On a January- 
September basis, net in- 
come dropped to P154 mil- 
lion this year from P191.8 
million in 1983. Neverthe- 
less, Benguet president 
Jaime Ongpin was confi- 
dent about fourth-quarter 
profit prospects, pinning 
his hopes on an expected 
production expansion and 
the positive impact of the 
recent devaluation of the 
peso. 

In the third quarter, Ben- 
guet earned 233.8 million 
from its copper contract 
mining operations, P4.9 
million from chromite con- 
tract mining operations 
and P1 million from its 
gold trading operations — 
but lost P900,000 from its 
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own gold mining opera- 
tions. Benguet also shared 
in the combined net losses 
of P38.3 million incurred 
by two subsidiaries, En- 
gineering Equipment and 
Arrow Freight Corp., both 
with unprofitable overseas 
operations. — LEO GONZAGA 


Burns forward 


Diversified Pacific-island 
trader Burns, Philp and Co. 
showed a sharply improved 
performance in the year to 
30 June, with net profit ris- 
ing to А$209 million 
(US$17.6 million) from 
A$5.3 million the previous 
financial year. 

Chairman J. D. O. Burns 
said Australian divisions — 
including hardware, build- 
ing materials and foods — 
made substantial gains for 
the most part. But Pacific- 
island operations remained 
unprofitable, with the 
Papua New Guinea unit 
losing the company A$3.3 
million. This was due 
partly to the depressed 
state of southwest Pacific 
economies until late 1983. 
However, the company also 
is moving to rationalise its 
Papua New Guinea sub- 
sidiary — partly by concen- 
trating on larger popula- 
tion centres. 

— HAMISH McDONALD 


Nissan reverse 


Nissan Motor Co., Japan's 
second-ranking carmaker, 
announced a 2.2% fall in 
unit sales for the half year 
ended 30 Sept. from the 
same 1983 period. Sales 
value, however, rose 7.9% 
to *1.82 trillion (US$7.4 
billion), due to strong sales 
of high-priced cars. Ex- 
ports fell by about 8,500 
units in volume but rose 
9.7% to ¥942 billion in 
value. Sales of car parts 
(mainly for the firm's Ten- 
nessee truck factory), 
forklifts and marine pro- 
ducts showed strong in- 
crease — up 26% to ¥231 
billion. 

Recurring profit rose 
32.3% to ¥80.9 billion — 
helped by a ¥8 billion de- 
crease іп depreciation 
costs. In the current finan- 
cial year, the company pre- 
dicts that sales volume will 
equal last year's level. 
Sales value is expected to 
rise 4% to Y 3.6 trillion for 
the full year. 

— KAZUMI MIYAZAWA 


WORLDWIDE 
TRANSPORTATION 


Lykes' worldwide transportation system covers 
the world. 











Lykes' trade routes to five continents include service 
between — 
e Gulf/S. Atlantic/Great Lake ports and the Mediterranean 
e Gulf ports and the U.K./European Continent 
e Gulf ports and South/East Africa 
e Gulf ports and West Coast of South America 
e Gulf ports and the Far East 
e Pacific Coast ports and the Far East 

Lykes' fleet of vessels plies these trade routes offering 
versatile cargo handling capabilities, including the 
transportation of bulk and breakbulk cargoes, project and 
oversized pieces, industrial and agricultural equipment, 
commodities and containers. 

Plus, superior intermodal expertise linking most U.S. and 
foreign interior points with single bills of lading. 


And the Lykes Professionals make this entire system 
work for you. 


Skilled in every phase of ocean transportation and point 
to point delivery, Lykes Professionals offer you service 
between the Great Lakes, U.S. South Atlantic, Gulf and 
Pacific Coasts and the U.K., Europe, Mediterranean, 
South and East Africa, the West Coast of South America 
and the Far East. 

There are Lykes Professionals or agents near you. Give 
them a call. Let them make your job a lot easier. After ай, 
they've been doing it for over 80 years! 





WORLDWIDE TRANSPORTATION 


LYRES LINES 


World Headquarters 
Lykes Center/New Orleans, LA 


U.S. Offices: New Orieans/Atianta/Baltimore/Chicago/Dallas/Houston/Long Beach New York 
Portland/St. Louis/San Francisco/Washington D.C 
Intemational Offices: Antwerp/Bremen/Callao/Durban Genoa/London/Mombasa Tokyo 
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The south leads the way 





AUSTRALIA and New Zealand led the bulls, backed by buoyant metal prices and eas- 
ing United States interest rates. But the impending US presidential election and tight 
liquidity undermined sentiment in some markets in Asia for the period to 5 Nov. 


AUSTRALIA: After a shaky start owing to 


bearish news from Wall Street and falling gold 
prices, the market enjoyed its best surge in three 
months. A long-awaited lift in copper prices on 
London and New York was joined by upward 
movement in gold and nickel, bringing buyers 
back to the heavyweight mining stocks. The re- 
alignment of oil interests through takeovers 
brought speculators into this sector. The indus- 
trials, which have sustained the market in recent 
weeks, fared well from a rise in the Australian 
dollar against the greenback, while a bullish 
feeling in Wall Street about the United States 
presidential election fed through at the close of 
the period. 


NEW ZEALAND: After a bout of uncertainty, 


the market rallied and picked up momentum by 
the close of the period. Nervousness over the na- 
tional budget’s contents was reduced by state- 
ments from Prime Minister David Lange ruling 
out some of the more radical moves investors had 
been concerned about. A series of excellent com- 
pany results, as the half-year reporting season 
started, also helped sentiment. 


HONGKONG: The market marked time ahead 
of the United States presidential election. Op- 
timism of a further cut in local prime rate to re- 
flect falling US interest rates lifted the market at 
mid-period but the momentum was soon lost as 
the cut failed to materialise in the period. The 
Hang Seng Index closed at 1,027.48, off 11.82 
points on the period. Daily average turnover was 
a moderate HK$128.50 million (US$16.47 mil- 
lion). A re-structuring proposal for Regal Hotels 
and sister company Paliburg was not well re- 
ceived and the prices of these shares lost consi- 
derable ground. 


SINGAPORE: The market drifted to its lowest 
levels in more than a year-and-a-half, with 
Fraser's Industrial Index closing at 4,544.02, 
down 72.12 points. Volume remained thin, with 
daily turnover averaging 9 million shares (com- 
pared with 6.9 million previously). Newspaper 
shares, which had sparked some interest early in 
the period when they were relisted following 
shareholder approval of a government-backed 
merger scheme, soon sank back to their accus- 
tomed levels. A lowering of the prime lending 
rate, rather than raising hopes of a business re- 
bound, only depressed bank shares. 


KUALA LUMPUR: Tight liquidity continued to 
take its toll on stock prices, both by dampening 
investor sentiment and by bidding up returns on 
investment alternatives to public equity. 
Fraser's Industrial Index slid 76.93 points to 
close at 3,035.12. Turnover, averaging 4.8 million 
shares daily (5.5 million previously), was so thin 
that the newly listed paper converter, Muda 
Holdings, emerged as the volume leader — ac- 
counting for nearly a quarter of the period’s ac- 
tion — though it only saw two days of trading. It 
opened at a 50% premium to its offer price, but 
then failed to score any further appreciation. 
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TOKYO: тһе Nikkei-Dow Jones Average 
surged to a record high of 11,374.80 at the close of 
the period, up 197.15 points. Analysts said the 
gain reflected a strengthening yen against the US 
dollar and softening United States interest rates. 
Oil shares and non-ferrous metals advanced on a 
broad front while pharmaceuticals failed to sus- 
tain the popularity which they enjoyed in the 
previous period. Despite buying from domestic 
investors, blue chips lagged as many investors 
held back ahead of the US presidential election 
results. 


MANILA: The first rally in weeks pushed the 
mining index up 13.98 points to 842.17. Commer- 
cial-industrials rose 0.33 of a point to 118.68 
while oils put on 0.012 to 0.584. But turnover 
shrank to 75.5 million shares worth P7.7 million 
(US$385,000), roughly a fifth of total volume and 
a tenth of total value of the preceding period, as 
high interest rates dampened investment in 
stocks despite near-bottom share prices. The 
only big transaction was a special sale of P2.08 
million worth of Family Bank shares. The lone 
loser among mines was Benguet which experi- 
enced a third quarter net-income reduction. The 
gainers were led by Atlas. With the local prime 
rate now as high as 40%, stock trading is likely to 
remain sluggish. 


BANGKOK: Reversing its early upward trend, 
the local stockmarket dipped steeply on 5 Nov., 
following the announcement of a baht devalua- 
tion. After touching a 12-month high on 3'Nov. of 
123.23, the Book Club Index plunged 4.15 points 
to close at 119.08, the heaviest loss in more than a 
year. All popular stocks, including Siam Cement, 
Siam City Cement, Siam Citizen and Mah Boon- 
krong, suffered substantial losses. Losers out- 
numbered gainers by 30 to 13 with 49 issues re- 
maining unchanged. Volume amounted to some 
Baht 321.6 million (US$11.9 million) or a daily 
average of Baht 64.3 million. 


SEOUL: Market sentiment was relatively bear- 
ish with the composite index picking up by 0.31 
of a point to close at 131.47 on the back of a 
government announcement of a Won 50 million 
(US$61,728) short-term loan to securities houses 
for the purchase of shares. This announcement 
followed another from the Bank of Korea signal- 
ling a rise in interest rates which is expected to 
draw funds away from stocks into deposits. With 
worries about the future of colour TV exports to 
the United States still rife, electronics blue chips 
led the fall. By industry, rubber recorded the 
biggest gain. 


TAIPEI: The weighted index moved up a mere 
2.21 points on the period to close at 827.43. The 
economic slowdown continued to discourage in- 
vestors, but slightly lower United States interest 
rates and falling oil prices are expected to pro- 
vide a basis for better performance over the next 
few months. Average daily turnover for the holi- 
day-shortened period was NT$495 million 
(US$12.69 million). 









AUSTRALIA 


Aust. All-Ordinaries Index 
30 Oct. 74 
31 Oct. 75: 
1 Nov. 7 
2 Nov. 76t 
5 Nov. 77 
Change оп week +2.65 
5 Мом “change % 
AS onweek yio 
Amati 417 +07 5. 
Ampol Exploration 2.70 46 3. 
Ampoi Petroleum 1.91 17 4 
ANZ Bank 5.36 +27 5. 
Austr alum Cons. Ind 1.96 +21 7 
Australian Guarantee 325 45 3. 
APM 235 — 7 
Boral 3.34 03 4 
1.87 +56 3 
Brambles Ind 3.53 +26 4, 
BHP 10,33 20 4. 
Burns Philp 3.90 +05 3. 
сю 3.42 оз 4 
Coles GJ 411 0.5 4 
Comalco 258 40 1 
CSR 3.07 3.0 5 
Dunlop Australia 1.85 2B 5 
Elder Smıth GM 5.02 +8.0 4 
Hardie J 343 -06 5 
Herald & Weekly Times 420 ^29 4 
ICI Australia 2.21 18 6 
Lend Lease Corp ° 5.58 -30 4 
MIM Holdengs 2.88 +91 1 
Myer Emporium 163 — 6 
North Broken Hill 231 +04 2 
Роко Walisend 536 +35 о 
Prornser Concrete 166 +18 6 
Santos 6.42 +17 1 
Smith H 397 -03 5 
Thomas Nabonwide Trans 1.89 +11 e 
Western Mining 3.18 +64 0 
Westpac 408 +28 6 
Woodside 122 +43 
Woolworths 277 +37 t 
Hang Seng Index 
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G island Cement 6.30 -15 16 
Hang Lung Development Ex Div. 2.85 +140 49 
Hang Seng Bank 37.00 — 39 
HAECO 915 *28 74 
Henderson 1.39 -14 72 
HK. Electric 6.00 -16 6.8 
HK & Ch. Gas 6.60 -3$ 27 
HK AK. Whart 415 -18 42 
HK. Land 3.275 -08 0.3 
НК & S. Bank 6.55 -22 69 
H.K & S Hotels 23.10 -13 43 
HK. Realty “Ay, 4.50 = 133 
НК. Telephone 43.50 — 34 
HK & Yau Ferry 2525 -29 59 
Hopewell Ex Div 1.39 -2.1 2.9 
Hsin Chong 0.73 -— 82 
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Int! City Holdings 0.62 +16 24 
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New World 4.00 ^32 58 
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Stelux 1.12 — — 
HK. Props Ex Div 6.90 -48 87 
Pac "A" 19.00 = 59 

Та Cheung 1.03 -37 19 
Trafalgar 0.30 -32 — 
Wah Kwong Ship 240 -20 142 
Wheelock "A^ 3.575 -14 98 
Wheel Mari. "A" 1.40 => э» 
Wing On Holdings 2.10 — 38 
Winsor 450 -16 10.4 
World Int'l 1.40 243 43 





Nikkei-Dow Jones Average 
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Steel 157 +68 3422 
Securies 769 +35 27.0 
YK 228 +13 18.4 
ч 1190 — 50.1 
E. 2270 -46 439 
- Р 1070 -418 35.0 
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NEW ZEALAND 
Barclays index 

















30 Oct. 1,249.48 
31 Oct. 1,239.96 
1 Nov. 1,238.91 
2 Nov. 1,250.12 
5 Nov. 1,267.20 
Change on week +2.17% 
SNov. "chenge % 
NZS onweek yield 
Alex Harvey 235 +22 47 
Brierley 3.80 +11 20 
Carter ной 3.05 +34 36 
Dominion Brewaries 1.46 +43 77 
Feltex 232 +09 54 
Fletcher Challenge ? 56 -15 75 
Lion Breweries 1.96 -87 78 
М2 Forest Products 3.20 -06 A1 
NZ Oil and Gas 0.46 +45 — 
мл 1.86 +37 5.0 
NZ Steel 254 — 7.1 
UEB Industries 1.56 +83 60 
Wattalo NZR 1.52 — 69 
Мате 3.10 +33 45 





PHILIPPINES 





Manila Mining Index 

















30 Oct. B28.19 
31 Oct. 828.19 
1 Nov. closed 
2 Nov. 835.65 
5 Nov. 842.17 
Change on week +1.69% 
5 Nov. “change % 
Peso onweek yield 
Acoje Ming = = + 
At'as-B 27 00 – nn 
Baguio Gotd-8 — — — 
Fa-Am -= = — 
First Holdings 1.06 -36 167 
Lepanto-B 0.031 *33 Е 
Marcopper 0.96 = -— 
Phitex-B 0.115 +45 125 
PLDT 41.00 +12 129 
Phil Overseas 0.0055 -83 = 
Pioneer-B — — - 
Podco-B 0.0012 = — 
San Miguei-B 10.75 +12 62.0 
W Мтоісо-В — — = 


Fraser's Industrial Index 
30 Oct. 4,575.30 
31 Oct. 4,592.38 
1 Nov. 4,560.56 
2 Nov. 4,568.27 
5 Nov. 4,544.02 
Change on week —1.56% 
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~20 64 
-17 25 
-14 87 
*53 &.0 
+19 38 
E 3.6 
-23 51 
-06 5.6 
-19 45 
-49 39 
-04 68 
-22 57 
-28 79 
-06 49 
— 34 
— 84 
-26 40 
-13 42 
-36 7.5 
1.0 19 
t0 44 
-1.1 17 
-44 1.0 
«07 1.8 
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Korean Airlines 540 00 “49 10 
Lucky ію 800 00 ^13 6.0 
Sammıng Electroruc 858 00 03 58 
Sarrwhan Corp 1,158.00 &3 &3 
Sunkyung 950 00 24 42 
Korea Fund uss 14 875 “08 — 
Korea Intermutona Trust USS 10. 44206 0 38 
Korea Trust USS 14 04 04 57 
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TAIWAN 


Weighted Index 
30 Oct. 830.36 
31 Oct. closed 
1 Nov. 838.12 
2 Nov. 830.24 
3 Nov. 825.98 
5 Nov. 827.43 
Change on week +0.26% 
5 Mov. “change S 
NTS onweek yeild 
Asia Cement 25 30 04 $1 
Cathay Const 2а 50 9 88 
China Rebar 2.20 - 
Chung Hwa Pulp 2970 +57 27 
Chung Shing Textile 14 40 37 — 
Far East Toxtilo 25 40 «t8 16 
Formosa Plastic 30 20 ! 33 
Nan Y a Plastic 30.00 «0 14 
Tawan Carmeni 30.10 03 60 
Tatung 14 90 45 = 
US! Far East 27 20 - 92 
Yue Loong Motor 345 ' 


THAILAND 


Japan: Nomura internabonal (He) Hongkong- Hongeong окса 
Exchange Mang Serg Bara Australis aw Singapore eos 
Thailand: Зоок Club Finance and Secures Co New Zeeland 
Renout Partners South Korea and Тиеп Vos да Cost А 
Co (MK) Lid 
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"middle rates - "long term FF short term 
Sources: Astay & Pearce (Hongkong) Higas Co. Ltd and First Pacific Finance. 
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Fintand 11-1/288 98-94 
G Mac 12-718 88 301 OR 
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Nordic Inv. Bank 11«3/4 90 97-—97-1/2. 
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Barclays Mar. 2004 100.17—100.27 
` ONCA Dec. 90/June 95 100.45— 100.55 
Denmark Oct. 88/90 100.67—100.82 
‘EEC July 88/90 - 100.81—100.66 
New Zealand July 87 100.62-—100.72 
Ferrovie Stato Feb. 82/99 100.57—100.67. 
Sweden Nóv. 93/03 100.18— 100.28 
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For those who can afford the finer things in life. 








Enjoy CAL’s Dynasty Class!! 


on every CAL international flight 
















In addition to our Boeing 747 flights, 
all CAL Boeing 767 and Airbus A300 
offers Dynasty Class, closest to 
first class at just the economy fare. 


Relax on seats usually reserved for first-class passengers. 
A full 29" wide with 42” between rows. 

Check in at special counters. 

Baggage allowance same as first class. 

Guaranteed choice of meals plus a wide range of 
complimentary drinks. 


Dynasty Class provides you with more comfort, 
more convenience and more service. 
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A world of difference brought 


together Dy a company that is 
a world apart 

DHL delivers the world to Asia 
and Asia to the world 

A professional worldwide 
organization that meets the 
demands of a modern 
international business commur ity 
DHL. Over 500 offices in over 
120 countries. 

Time-sensitive documents, 


small parcels, spares and 
packages. 


Profit by our experience 
DHL the worldwide couriers 


You couldn't express it better. 


JESK—~7O-DESK, DOOR-TO -DOOR 


WORLDWIDE EXPRESS 
TT M —— 


For more information ring 
Tokyo 03-4494811 • Manila 888511 e Hana Kann 3-341421 e Гале! 5318130 e *Seniil 77 









Shogun: The Shogun Age Exhibition 
compiled by the Tokugawa Art 
Museum, Japan. University о! 
Washington Press. US$24.95 (paper- 
back). 

éti A ost of the Japanese people share 

a constant wish that those of 

other nations, beginning with the 

United States and Europe, understand 

the ‘real Japan." So says Hideo 

Tashima, president of Minolta Cam- 

era, sponsors of the Shogun Age 

Exhibition, opening soon in Munich 

and Paris. 

One may well wonder whether a 
lavish display of suits of armour, 
swords, tea-bowls and kimono belong- 
ing to the Tokugawa family — Japan's 
rulers for three centuries until 1868 — 
is the “real Japan.” The real Japan, 
only glimpsed at through the bamboo 
wall by the true initiate has become as 
much of a cliche as the samurai, the 
geisha and indeed the shogun himself. 

Still, judging by this slickly pro- 
duced catalogue, the exhibition 15 
worth seeing. It is vet another illustra- 


EXHIBITIONS 


Treasures from Edo 


tion that in the real Japan the greatest 
treasures are still in private hands. 

Almost all the treasures on display 
.are from the so-called Edo period, 
named after the city — now Tokyo — 
from which the Tokugawas ruled. As is 
pointed out in the catalogue, "during 
this period, the population lived in 
peace, free from domestic or foreign 
wars." It may seem odd, then, that the 
emphasis of the Shogun Age Exhibi- 
tion should be on weapons, martial 
arts and the samurai spirit. 

In fact, the samurai spirit and all its 
accoutrements were, by that time, à 
form of dandvism — aesthetic but re- 
dundant — and much less representa- 
tive of the period than the more 
plebeian tastes of the merchant class. 


And to say, as the text does, that | 


the Genroku era (1688-1704) saw the 
"flowering of samurai culture," 15 non- 
sense. Samurai culture flowered 


roughly a century earlier; Genroku | 


was the Golden Age of conspicuous 
consumption by the wealthy merchant 
class. This aside, however, the To- 
kugawa collection is superb. 


ler | armour: the real Japan? 
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Temmoku tea-bowl stand; Gusoku-style 
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THE ONLY INTERNATIONAL HOTEL 
OF TSIMSHATSUI 
UNEQUALLED 


IN THE HEART 
THAT OFFERS THE 





STYLE AND ELEGANCE THAT IS. LE 
RAFFINEMENT. 
FOR RESERVATIONS, CONTACT YOUR 


HOTEL 
KONG. TEL: 3-669996 TELEX: 40955 
HOMRO HX. 

THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


GROUPE AIR FRANCE 
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TRAVEL AGENT OR THE 
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been in the municipal government for 
12 years (twice as mayor and twice as 
councillor). “All we need,” he added, 
“is the money.” 

Roxas has not always been waiting 
for financial support. In 1982, the 
municipality was upgraded from 
fourth to third class (implemented in 
June 1983) with a budget of about P1 
million. Concrete evidence of govern- 
ment support also is to be seen in the 
area of the proposed new township. A 
medicare hospital, on the hillside 
above the stadium, was built in 1978 at 
a cost of P225,000 with government 
funds. And two elementary-school 
buildings were set up in 1982, just 
below the medicare hospital, at a cost 
of P75,000 per unit. There is even a 
Rural Bank building tucked into the 
green hillside above the stadium. And 
within the same area, a housing project 
with 50 neat cottages exemplifying the 
kind of housing Sabando hopes to es- 
tablish for the old town. It appears that 
progress is being made — at least until 
visiting the buildings: 

» The medicare hospital, up a long 
rough road some 10 minutes' drive 
from Roxas, employs only two mid- 
wives and one technician. There is no 
doctor. The 15-bed capacity hospital 
has all the basic required facilities, in- 


cluding an operating room and nur- 
sery, but the only patients who occa- 
sionally use it are women needing spe- 
cial confinement. 

» The Rural Bank has closed down — 


"temporarily," said Sabando, "since 
no one wanted to go there. " 
» The elementary schools slowly 


being taken over by jungle — that 
could accommodate 40 children, have 
not been used since the day they were 
built. Sabando claims, however, that 
the Palawan State College has ex- 
pressed an interest in taking them over 
this vear 


I: Roxas’ new township, then, just 
one huge white elephant, destined to 
fail before it has even begun? Sabando 
is adamant his plan is not only justifi- 
able but vital for the future of the com- 
munity. “One barangay — Ratac — al- 
ready has been destroyed by the 
floods,” he said. "And the silica mining 


itself poses dangers for the 
townspeople. 
Even this is challenged bv some 


townspeople. The silica, they say, now 
is being suctioned out, not dredged. 
and conveyor belts, not manpower, are 
used to transport it, thus considerablv 
lessening the danger of silicosis — if it 
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The route to recognition. 


The Scania “Silent Citybus” has achieved recognition century's tradition of quality and a reputation for 
for performance, reliability and running economy in product innovation. 

many countries throughout the world. Specializing 

in the fast growing'over 30 passengers” segment, High technology to meet human need 





Scania offers a range of buses whose modular Saab-Scania products grow out of a policy of 
design concept allows for easy adptation to special concentration and specialization. Using advanced 
requirements. technology to meet the needs of exclusive market 
segments: heavy trucks, transit buses, up-market 
Innovation born out of tradition passenger cars and aircraft for regional traffic 


For some the name Saab-Scania means speed, for 

others it means strength. For many it brings comfort, Our buses are an example of applying creativity tc 
economy and performance, allied to sound engineer- bring about a solution to today's transport problems. 
ing and innovative design. Our combined experience Saab-Scania has become a name on this demanding 
in the development and manufacture of automotive road — the route to recognition. 

and aerospace products adds up to almost a 


Leaders in specialized transport technology. 


Saab-Scania AB, S-581 88 Linköping, Sweden 


“Де Roxas at all costs,” said the 
young German at the Duchess 
Pension, a favourite haunt of hardy 
travellers in Puerto Princesa, capital of 
the Philippine’s Palawan island. “No 
good place to stay,” he muttered, “no- 
thing to see; filthy beaches.” 

Roxas in the words of the 
guidebook, “a beautiful small town 
right on the beach” is situated 142 
km northeast of Puerto Princesa, its 
coconut groves and bamboo palms 
sheltering a friendly, welcoming com- 
munity. True, the beaches are not the 
best, and the accommodation at the 
solitary Traveller's Inn is basic. Popu- 
lar Port Barton, on the other side of the 
island, is far more scenic. But Port Bar- 
ton does not have the one, odd feature 
that makes Roxas quite extraordinary 
and, in its own way, alluring. Roxas is 
sinking. 

Not that anyone would notice, of 
course; but on the edge of town are 
mining sites and huge piles of Roxas’ 
greatest riches silica. It is the effect 
of the silica mining, says mayor 
Rudulfo Sabando, that, over the past 
20 years, has caused the gradual sink- 
ing of the town at a rate of about three- 
quarters of an inch a year. During the 
high-tide months (May-December), 
the town is only 11 in. above sea level, 


LETTER FROM ROXAS 











and a heavy- 
monsoon down- 
pour can flood the 
town as deep as 
18-24 in.. as it has 
done five times 
since 1972 
Sabando refers 
to it as a calamity 
Situation, War- 
ranting financial 
help on the scale 





of an emergency. Medicare hospital: grandiose schemes. ILIA WILKINSON 





A sum of about 
P3 million (US$150,000) is needed, 
he estimates, to build an entire new 
township on a 1,000-ha site about 1 km 
inland, up in cool, safe, forested hill- 
sides. Initial plans to relocate the old 
town were made as early as 1972, with 
the Ministry of Local Government ap- 
proving the plan two years later. But 
now Sabando has met an impasse 
there is no money to pay for the new 
township, and the villagers refuse to 
move 

"It's nonsense saying the town 15 
sinking," said the wife of a prominent 


trader who has been in Roxas since 


1969. “The floods are caused by a 
couple of days’ bad weather, that's all 


The mayor is spending too much time 
on his grandiose schemes. He should be 














trving to improve conditions in the old 
town instead of wasting money on new 
projects." 

Grandiose schemes are certainly in 
evidence. Up in the hills, in a wide val- 
ley just below where the mayor hopes 
to site his municipal office building. 
market and commercial centre, a vast 
stadium under stagnant 
pools of water, posts rotting, metal 
grids rusting. It was built in 1981 at a 
cost of P982,000 for the January 198 
provincial sports meet. Since then 1 
has remained unused and deserted 

"We couldn t use it this year because 
the weather has been so bad, but of 
course we'll be renovating it and in- 
stalling a drainage system," explained 
Sabando, an ex-army officer who has 


sports lies 
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The population problem 

Paul Quinn-Judge's article on the demo- 
graphic situation in Vietnam [11 
Oct.] was a generally well balanced 
view. The author succeeded in explain- 
ing the basic cultural attitude towards 
the problem of rapid population 
growth in this country. I would like, 
however, to comment on a few points. 

Contrary to the statement in the 
last paragraph of the article, a new 
National Committee for Population 
and Family Planning was created by 
the National Assembly in April of this 
year, under the direction of Gen. Vo 
Nguyen Giap. Both Minister of Health 
Dang Hoi Xuan and Minister of 
Labour Dao Thien Thi are vice-direc- 
tors of this committee, which now acts 
as a coordinating body for all popula- 
tion-related activities in Vietnam. 
Sub-committees are now also active in 
each province, with responsibility for 
smooth execution of national policies 
at the regional level. 

The United Nations Fund for Popu- 
lation Activities (UNFPA) has been in- 
volved since 1977 in helping the gov- 
ernment implement an overall plan for 
population control. The key to success 
is concentration of efforts in sel 
rural areas, thus creating models and 
motors in order to spread the good 
word throughout the countryside. The 
first indications of success are begin- 
ning to appear in several southern pro- 
vinces, where grassroots-level staff 
have been trained, and contraceptives 
are available. Mentalities and at- 
titudes are already beginning to 
change. 

It is true that family planning is still 
generally mistrusted among minority 
groups, which, according to the last 
census (1979), represent only 12.66% 
of the population, including large 
ethnic Chinese groups in Cholon and 
other southern cities. However, seven 
provinces out of 40 now have growth 
rates of less than 2%, and several more 
are close to reaching this target. Coun- 
try-wide, the growth rate is still 2.3- 
2.4% at the present time, according to 
our most knowledgeable government 
sources. 

As for Vietnamese latex, it is cer- 
tainly suitable for condom production, 
on condition it is properly refined. A 
condom-production facility will be 
built in Ho Chi Minh City starting next 
year, with the help of UNFPA. It is ex- 
pected that about 75-80 million con- 
doms annually will be made available 
by the year 1988. Locally produced 
IUDs also are being tested, and oral 
contraceptives will once again be pro- 
duced in Vietnam starting next year. 
However, the pills will be distributed 
almost exclusively in the large urban 
centres, where they are already popu- 
lar. Other modern methods of con- 
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For forty -eight years our petroleum ban «ers have 
focused the enormous resources of The Chase 


Manhattan Bank on the financial needs of the petroleum 
industry. Our continuity of staff, depth of industry 


knowledge and worldwide organization is unique in 


petroleum banking. 


Your Chase Relationship Manager works in 
partnershij ip with you within Chase to deliver | пау 
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engineering, energy economics, merchant banking or 


global operati ons expertise — wherever in the world 





there is a need. 

|... No wonder, according to Euromoney magazine, 
Chase is ‘The top lead manager, in both number and 
volume of loans, for the oil sector.’ 
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А GILT-EDGED OPPORTUNITY TO OPEN YOUR 
BANK IN AUSTRALIA'S FINANCIAL HEART. 


Now that overseas banks are being accepted into the Australian banking scene, 
prime position space in the financial districts of Australia’s capitals will be at a premium. 
An entire, vacant building in the financial heart of Melbourne is a rarity indeed. 
401 Collins Street offers an impressive ground floor chamber ideally suited for banking 
operations. The building is surrounded by major merchant and trading banks, some of 
Australia's largest company head offices and is central to the Melbourne Stock Exchange. 
The brilliantly renewed interior transforms 401 Collins Street into 6,669 square metres 
(approx 71,700 square feet) of outstanding office space, with all modern facilities and 


Services. 
401 COLLINS STREET, MELBOURNE. 














For complete leasing details, together with a comprehensive brochure, contact the joint agents: 

Knight Frank а 
Cheong Hock Chye Raine & Horne, 
& Baillieu 
(Property Consultants) Gardner & Lang 
Pte., Ltd. 

101 Cecil Street #14-01, 227 Collins Street, Melbourne, Australia 

Tong Eng Building, Singapore 0106 Phone: 61-3-63 2821 

Phone: 222 1333 (Contact: Pat Kelly) 
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traception are also being investigated. 

The Vietnamese Government is 
fully aware of the magnitude of the 
population crisis it now faces. It is tak- 
ing positive steps to increase general 
knowledge of family planning among 
the 12 million Vietnamese couples of 
child-bearing age, as well as with the 
future parents in schools throughout 
the country. Mass publicity is taking 
the message to each household, and in- 
centives will help convince even the 
most traditional elements of society. 
By the end of this century, it is expect- 
ed population growth will have 
stabilised at a level below 2%. This is 
obviously to everyone's advantage, 
especially the average citizen of Viet- 


nam. MICHEL AMIOT 
UNFPA Deputy Representative and 
Hanoi Senior Adviser on Population 


Act of faith 


If the British Government believes that 
its treaty with China has assured the 
prosperity and liberty of Hongkong for 
the next 50 years, it should pass 
through parliament a British Nation- 
ality (Amendment) Act granting all 
Hongkong residents the right of abode 
in Britain, knowing that the contin- 
gent liability thereby created is num- 
erically negligible. For it is obvious 
that very few will wish to leave a 
prospering Hongkong for a country 
with 3-4 million unemployed. 

London WADE GIBSON-KNIGHT 


A soldier's duty... 


I read with mixed feelings the letter of 
Gen. Fabian Ver to President Fer- 
dinand Marcos of the Philippines, after 
Ver was named by four members of the 
Agrava Commission as one of the 
conspirators in the assassination of 
Benigno Aquino. In this letter, he 


| maintained that he was a good soldier. 


I would add that as a soldier, he is one 
of those responsible for keeping Mar- 
cos in the presidency against the true 
will of the Filipino people. 

Sandakan, Sabah 'AL MARIK' 


... and a guest's 


‘Expatriate’ [LETTERS, 25 Oct.] obvi- 
ously feels it is his business to interfere 
with the governing of Indonesia. Well, 
I think he should go back to his own 
country and put everything to rights 
there before he starts poking his nose 
into what is plainly not his business. 
We expatriates are guests in this 
lovely country and — in my book — it 
just is not done for a guest to criticise 
his host. 
Jakarta SHIRLEY RACE 


CORRECTION 
Vladimir Petrov [THE 5TH COLUMN, 25 Oct.] 


asks us to point out that it is some time since 
he was associated with Stanford University 
Currently he is with the George Washington 
University 
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The test of a good flight 


Is when It’s over. 


On Cathay Pacific, we try to get you to your destination relaxed, at ease and ready to face 
whatever lies ahead. 


By making your check-in as smooth as possible. 
By designing sensible schedules. d Mey E 
By giving you the widest choice of flights around Asia. A 
And by providing inflight service which is consistently 


better than other airlines, whichever class you fly. 
Because when we perform better, so will you. 
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Chinese. nationalism His never stopped at the - 
country's borders, and the motherland has often 
.called upon the Overseas Chinese for sup 
_ when it is in need. Now, as China strives to ir 
den. the rou | Modernisations and re-u 
















Ka € nese Бара а mixture of race, 
culture and nationhood, and traces the histori- | 
cally hot-and-cold relationship between China 
and its overseas sons. Meanwhile, Bangkok cor- 
|, . respondent Paisal Sricharatchanya explains why 

| the Chinese. community has been assimila almost completely in 

Thailand, while eeping s nily an siness ties with China. 
1 wri Bonavia charts just important Overseas 
E. Chinese investm ti tot the Four yT Pages 46-51. 
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Page 16 E 
Indonesia's Petition of 50 dissi- 
dents come under suspicion after 
recent political violence. 





The murder e of a Chinese ја journalist > 
in the United States sparks suspi- 
cions of KMT ‘dirty tricks.’ 
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Page 18 | | foreign- "bank activities. 
Indian Prime Minister Rajiv Gandhi | 

calls a December general election | Page 7 n : 
as he rides a wave of public sym- Thailand tightens stockmarket | 


| 
| 
pathy. | | rules to prevent a гереп: of "than | eek ix 


— ERICH SAN Sicque ua MUT VORNE" таннае مهنم‎ 
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Page 20 

The Soviets launch а new offen- 
Sive against stubborn guerilla re- - 

sistance in Afghanistan's Panjsher 

Valley. . 


Page ; n ОНЕ. 
India’s new government should be E 
more sympathetic to business =] рге 
but has little room to manoeuvre. i 








MEG 









investing in the old country . . = 5i 


Good news and badi in Asia. و‎ 
Beware of the relative wanting E 


E 




















































|. ` Thailand: Arthit beats the retreat 14 gifts TR ESPERE ARETE Bj | к up: z 
 » A sovereign decision m 14 | | 3 hare is on. again in Tokyo „шш 
Indonesia: Clampdown on the 507 —— 16 | pum ни M | 
India: Riding a sympathy wave 2. 18 | Business Affairs | : Regular F е ай) в es Е | 
ee Panjsher Valley es | пч: : = of the market in A i » " | n 
|. pus ! | LL Mite DT де ыны шы ыны! Т өйө К а ыо 1: 
“Malaysia: Vitriol and fisticuffs i. 29 | Taking stock in Nepal — Pe | Briefing TOES IR — unu di 
|. The greatnon-debate 30 | Economies: Little room for Indi the. " intelligence ECO MEL: КОИ. 7 
| Foreign relations: Who killed ^£ |] O MOVE Ll VM att | The Week ee 13 
.. Henry Liu? | - 34 | Budgets: New Zealand goes cold. 5 | Thesth Column £ 
А cause forconcern n 36 | turkey 2. s s ss 0 u^ eB. Travelers Tales и... Д 
js | | Trade: Conjuring with change "a. 2... 69, ы 
: | in Japan ———— OCS 5 Economic Monitor: Malaysia |... Sg 
| Ants & Society . | industry: Seoul and chips a... 86 | Shroff SL e LL . ЗӨТ. 
Cover story: Call of the motherland —— 46 | - Tokyo's electronic bun н. аф 388 | Company R suits eRe OS 
: Those homes back home a 46 | Ё Sint t жт 






ino-Thai roots — from artisans 
and traders ONES 














Papua New Guinea Prime 
Minister Michael Somare has 
headed off a threatened defec- 
tion to the opposition by Dep- 


uty Prime Minister Piais 
Wingti and his large faction of 
Highlander MPs — a loss that 
would have brought down So- 
mare’s Pangu Pati govern- 
ment in a vote of no confi- 
dence. 

The crisis came to a head 
with the resignation on 5 
November of Public Service 
Minister Tony Siaguru, who 
called for Wingti's dismissal. 
Wingti had earlier asked So- 
mare to get rid of “dangerous” 
elements in the cabinet, 
cluding Siaguru. Four days 
after Siaguru’s move, Wingti 
emerged from talks with So- 
mare to declare his loyalty to 
the government and the prime 
minister. — HAMISH McDONALD 


Acting Philippine milita 
chief seeks reforms N 


In his first press conference as 
acting chief of staff of the 
Armed Forces of the Philip- 
pines, Lieut-Gen. Fidel Ramos 
said on 13 November that he 
felt constrained by the lack of 
authority given him to initiate 
any major reforms in the mili- 
tary. 

Ramos became acting chief 
of staff on 24 October after 
President Ferdinand Marcos 
granted a temporary leave of 
absence to chief of staff Gen. 
Fabian Ver. 

Ramos said that as acting 
chief of staff he was charged 
only with maintaining policy 
and commanding personnel, 
despite the urgent need to 
eliminate "within our ranks 
such ... enemies as arrogance, 
ceremonial pomp, intrigue, 
waste, abuse of authority, laz- 
iness, corruption [and] divi- 
siveness. " — GUY SACERDOTI 


Agrava board members 
refuse to aid prosecutor 
Formal trial preparations for 
25 Philippine military men 
and one civilian implicated in 


the Agrava board's reports of; 


its investigation into the 21 


August 1983 assassination of 
Benigno: 


opposition leader 
Aquino have bogged down, 
with all but two members of 
the board and its legal pang 
refusing to help the gove 
ment prosecutor prepare 
specific charges. 

At the request of govern- 


in- 






'Jeaving 


ment prosecutor Bernardo 
Fernandez, President  Fer- 
dinand Marcos issued a direct 
order to the board on 10 
November to assist the pro- 
secutor in drawing up charges 
against armed forces chief of 
staff Gen. Fabian Ver, who is 
currently Jon leave, and the 
others named in the board's 
reports, But the order was 
formally rejected on 14 
November by the majority of 
the board and chief counsel 
Andre Narvasa. 

They Said the board's re- 
sponsibility ended with the 
submission of its reports to 
Marcos and the public and 
that it was the task of the gov- 
ernment prosecutor, alone, to 


evaluate evidence and deter- 
' mine what charges should be 


filed with the special govern- 
ment court, the Sandigan- 
bayan, which is to try the ac- 
cused. Only board chair- 
woman Corazon Agrava and 
board deputy counsel Fran- 
cisco Villa have agreed to 
comply. | — GUY SACERDOTI 


Former pue € 
stand for PAP 
Ho Kwon Ping, a former poli- 
tical | détainee, has joined 
Singápon "s ruling People's 
Action Party (PAP) and will 
contést the general election 
expected next month for the 
party, "according to PAP 
sources, A former REVIEW cor- 
respondent, Ho was detained 
by. the government in March 
1977 for ‘alleged pro-com- 
müristleanings and was later 
after making a con- 
fession. Earlier that year, he 
was fined’ 5$7,500 (US$3,061 
at ‘then prevailing rates) for 
ing “protected” infor- 
mation on Singapore's de- 
fence matters. — У. G. KULKARNI 


Veteran  Malaysian-Chinese 
politician Datuk Michael 
Chen ended a brief flurry: of 
speculation over his future by 
announcing on 12 November 
that he does not intend to 
‘switch parties. He said it had 
hot crossed his mind to leave 
Gerakan, a predominantly 


, Chinese party in the ruling 
National 


Front coalition 
which he joined in 1981 after 
the main Chinese 
party, the Malaysian Chinese 
Association (MCA), when he 
iled to replace its leader. He 
s invited to return to the 
MCA after also failing in a bid 
forthe Gerakan leadership. 
— RODNEY TASKER 
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Japan to lend to 
SOR Tol firms 


For the first time, long-term 
concessionary financing from 
Japan's Overseas Economic 
Cooperation Fund may soon 
be extended to private-sector 
recipients in Thailand. Thai 
Deputy Prime Minister 
Bhichai Rattakul is expected 
to finalise an agreement to 
that effect during his sche- 
duled visit to Tokyo in late De- 


Bhichai: visiting Tokyo. 


cember. Under the tentative 
plan, the Industrial Finance 
Corp. of Thailand, the coun- 
try's closest thing to a deve- 
lopment bank, will receive the 
loan, the amount of which has 
not yet been announced, for 
on-lending to small business. 
— PAISAL SRICHARATCHANYA 


Burma receives 

Japanese funds 

Japan has extended a ¥46.14 
billion (US$191.27 million) 
loan to Burma to finance ex- 
tension of Rangoon's airport, 
expansion of a state-owned 
pulp-and-paper mill, an irri- 
gation project and construc- 
tion of a drydock. Of the new 
loan, ¥16.11 billion will be 


used for purchases from 
Japan. — M.C. TUN 
Pacific nations’ 
prospects diverge 


Papua New Сиіпеа'ѕ budget 
deficit in 1985 will rise 24.3% 
to Kina 174 million (US$187.1 
million), to be funded by in- 
creased borrowing, Finance 
Minister Phillip Bouraga told 
parliament. Spending will rise 
to Kina 942 million from Kina 
825 million in 1984, with re- 
venue rising to Kina 768 mil- 
lion from Kina 685 million. 
Bouraga said gross domestic 
product for 1984 is expected to 





be up 4.6%, with 1985 growth 
forecast at 6%. But he said the 
increase depends on exports 
from the Ok Tedi gold-mine 
project meeting forecasts. The 
finance minister said depress- 
ed prices for mineral exports 
in general are not expected to 
improve much. 

Fiji's budget deficit for the 
same period will fall by 25% to 
F$50.4 million (US$45.4 mil- 
lion) the Finance Ministry 
said. Fiji will spend F$406 
million next year, with re- 
venue forecast at F$355.6 mil- 
lion. Growth in 1985 GDP is 


| expected to fall to 1% from 8% 
| in 1984. 


- JAL withdraws from 


| Singapore hotel 
Hard-pressed 


— A CORRESPONDENT 


businessman 
Hendra Rahardja's 509-room 
Hotel Nikko — the most mod- 
est of his six projects in Singa- 
pore's glutted hotel market — 
has lost its management sup- 
port from the Japan Airlines 
Development Corp. (JDC). Re- 
гое postponements of the 
otel's opening, disputes over 
payment by Hendra's Hara- 
pan Group for Tokyo promo- 
tions, and complaints of sub- 
standard design and work- 
manship in the building were 
blamed for the cancellation. 
The airline affiliate's tour 
packages had been regarded 
as crucial to maintaining the 
Nikko’s occupancy rates. 
Harapan, while denying the 
JDC allegations, is seeking a 
new management company 
for the Nikko. A Singapore 
firm with clients in Malaysia 
and Indonesia is reportedly in 
the running. — LINCOLN KAYE 


Hino looking at Taiwan 
truck-making plant 


Hino Motor, a member of the 
Toyota group, is discussing a 
plan to manufacture in 
Taiwan the Dyna, a 2-4 tonne 
truck originally developed by 
Toyota. Hino hopes to build 
300-400 Dynas a month and 
would aim at achieving a 20% 
share of Taiwan's domestic 
market. A joint-venture com- 
pany in which Hino holds a 
42% stake began assembling 
buses and trucks in Taiwan in 
June. Mitsui Corp. holds a 3% 
share in the joint venture, with 
the remaining 55% being held 
by Taiwan interests. News of 
the Hino truck project follows 
the withdrawal by Toyota in 
September from an ambitious 
project for the manufacture in 
Taiwan of up to 300,000 pas- 
senger Cars a year. 

— CHARLES SMITH 
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Some almost astronomical 
dimensions of Swissair cargo. 


The comfort enjoyed by Swissair pas- 
sengers includes having enough room. 
And that also applies, for example, 
when they’re fifteen feet long and nine 
feet high. 


conditioned cargo holds that nothing 
can happen even to the most sensitive 
precision instruments or the most per- 
ishable tropical fruits. 

And we also recognized in good 


" 
[HE GRAND PIANO. 


In the rear part of its main deck the 
Combi version of our Jumbos has a 
cargo hold so enormous that it can take 
six large pallets quite easily. This 
doubles the cargo capacity compared 
with the standard Jumbo to a maxi- 
mum of 34 tons. 

But it wasn't the B-747-357 Combi 


which made air cargo one of 


Swissair’s big strengths. 

It was the fact that Swissair doesn’t 
just carry cargo as a sideline, but 
devotes a quite unusual amount of lov- 
ing care to it. It gets packaged, protect- 
ed, wrapped and secured with such 
painstaking attention in properly air- 
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time that the most important things in 
the transport of air cargo often take 
place not in the air but on the ground. 
During unloading and loading. While 
cargo's being handled in the ware- 
house before takeoff and after landing. 

No wonder Swissair employs 
worldwide approximately 3,000 cargo 
specialists who look after things at 104 
cargo destinations. 

After all, Swissair is an airline for 
business people. Even if they dont't fly 
at the same time as their cargo. 


swissairz 7 
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How a computer 


company can 


free 


your applications bottleneck. 


Consider this scenario. 

Suddenly, all your management 
users become able to develop their 
own special applications. On-line, 
using their own desk top terminals. 

They have immediate access to 
updated information within their 
authorized data base, regardless of 
where it’s entered. They're able to 
reformat reports and even redefine 
parameters. Themselves. 

You're still very much in contro? 
of things, but not burdened by 
detail. You're free to manage the 
on-going workload. And the major 
applications. 

It could all happen with the 
Sperry MAPPER System. Not quite 
"suddenly," but in very short order. 

MAPPER is that powerful. Sim- 
ply stated, it's the most advanced 


information management tool yet 
developed. 

A tall claim, to be sure. But we're 
prepared to back it up, conclusively. 
We'll put MAPPER to work ona 
real and specific application 
development problem that a user 
has given you. 

SOMETHING FOR EVERYONE 
MAPPER's simple everyday 
language commands and non- 
procedural flexibility make it easy 
for the most computer-shy user to 
gain proficiency in a day or two. 
The fact is, MAPPER can be used 
in all departments of your company, 
including your own, and at various 
levels within the organization. And 
the MAPPER concept of “user 
friendly” far transcends anything 








you ve seen. 

HERE'S THE OFFER 

Accept our MAPPER Challenge. 
iring us an application develop- 
ment project. Bring along the user. 
We'll show you how quickly and 
easily MAPPER gets the job done. 

Call us for further information. 








Singapore: 224-8333 
Hong Kong: 5-7493 11 


MAPPER CHALLENGE 


3 = SPERY 





Sperry Lid., 

36/F., Sun Hung Kai Centre, 
Wanchai, Hong Kong 

Tel: 5-749311 

Tix: 74516 UNIVAC HX 


Sperry Pte Lid., 

07-01, The Octagon, 

105 Cecil St., 

Singapore 0106 

Tel: 2248333 

Tix: VACSIN RS 20844 * 


ORG Systems, 
Anand Bhavan, 33 Bhavan. Lok, 
Vasant Vihar, 


Summit Computer Co. Ltd., 

Rth Floor Silom Building, 

197/1 Silom Rd., Bangkok, Thailand 
Tel: 2334280 

Tix» 82709 SUMMIT TH 


N.V.P.D. Soedarpo Corporation, 
Electronic Data Processing Division, 
Jalan Let. Jen. S. Parman Kav. 35, 
Slipt, Jakarta Barat, Indonesia 

Tel: 596701 

Tix: 45867 DARCO 1A 

Pernas Trading Sdn Bhd., 


Computer Division, 
Ard Floor Annex Block, 


EDP Taiwan Incorporated, 
4th Floor, Min Hwa Building, 
150 Fu Hsing North Rd., 
Taipei, Republic of China 
rel: 715 3933 

Tix: 11169 GILBMAR 


Uniphil Computer Corporation, 

2nd Floor, Don Jacinto Building, 

De La Rosa Cor Salcedo Sts., 

Legaspi Village, Makati, Metro Manila, 
Philippines 

Tel: 851144 

Tix: 075-66609 UNCC PH 


New Delhi — 110057 India 
Tel: 675317 
Tix: 031-2140 ORG IN 
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Jalan Raja Laut, Kuala Lumpur, 
Malaysia 

Tel: 932122 

Tix: 30340 PETRAD MA 


MAPPER is a trademark of Sperry Corporation. 
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| King Biren т; 


planning asta ae 








| are two of only five era 
“monarchs left in Asia, the other 
ш being King Jigme Singye 

. Wangchuck of Bhutan, Emperor 


5 Hirohito of Japan and the Sultan | 


of Brunei. 
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his Portuguese 5 
unpublicised pres ce of Li 
Zhongying, second der 
director of the State C 
Hongkong-) 
Chinese deleg suggests that 
the topic w raised. Macau 
Governor Vasco de Almeidae | 
Costa will bein Lisbon during the 








ice, in the 


m THE WEEK. 


AFGHANISTAN 

Soviet and Afghan troops Сане 
тоге than 450 unarmed Afghan rebels at 
Hezarajot, Western diplomatic sources in 
New Delhi said (13 Nov.). 


INDIA 

The lieutenant governor of New Delhi 
was replaced for failing to curb recent 
riots (10 Nov). Prime Minister Rajiv Gan- 
dhi was elected president of the ruling 
Congress party (12 Nov.) The prime 
minister called a general election on 24 
December, though no elections will be 
held in Punjab or Assam (13 Nov.). 


INDONESIA 

` Lieut-Gen. Н. R. Dharsono, a former 
secretary-general of Asean and a member 
of a dissident political group, was ar- 
rested, two members of the group said (8 
Nov.). Thirty-seven army generals were 
retired, the Defence Department an- 
nounced (72 Nov.) Hungarian President 
Pal Losonezi arrived on an official visit 
13 Nov.) 
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visit, or on his деранињ. f E 
Portugal he denied that Macau' 
future would be discussed. Li. 
Zhongying was spotted in {ће 
delegation when he appeared on 
a Chinese TV news report of the 
visit to Madrid. on 13 | ет 





bodyguards, n Inds Army h: 
changed its secret defence plans 
| to take into account the : 
possibility that Sikh farmers in 

| the Punjab might provide an 
enemy fifth column if war broke 


out with Pakistan. Before its J une > 


assault on the Sikhs’ Golden | 
Temple at Amritsar, the army's 
defence-in-depth strategy was | 


‚ 





built on the assumption that a 





loyal Sikh peasantry would slow 
down an invading Pakistani army 
while regular fighting units 
moved up fromthe rear. 
Contingency plans now assume a 
neutral or hostile Punjab in 
wartime, sharply reducing the 
army's response time and 
flexibility in the event of attack. 
Although there have been no 

| signs of disaffection among Sikhs 
in the military, foreign military 
analysts expect that suspicion of 


a Sikh conspiracy behind Mrs 


Gandhi's assassination will fuel 
demands to reduce Sikh 
recruitment into the military aud: 
increase surveillance of Sikhs, 


MACAU 
the о chief, police said (9 Nov. ). 
PAKISTAN - 


About two dozen jailed райна. sone: 
ers staged a protest at a Karachi prison to. 


condemn the death sentence on four eo 
victed hijackers (8 Nov. ^s " 


PAPUA NEW GUINEA 


Nine Irian Jaya refugees were Hi 
in connection with an attack on a group of | 
Indonesian officials at a camp on he ; 
) The. 
government ordered troops to the border ; 
in response to unconfirmed reports that ' 
Indonesian troops and rebels clashed. on. 


Papua New Guinea border (7 Nov.) 


its territory (9 Nov.). 


PHILIPPINES 


The Supreme Court. “ordered acidi | 


forces chief беп. Fabian Ver and three 


others to produce the wife of the mandthe | 
military said killed DEDOS leadenBer: 


nigno aes (9 Nov.) 
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A home-made bomb ê the home " | 
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omprises 5 34% 
fficers and men: 








While China is сева to 
idea of a dynastic success: 
North Korea, as Pyongyang pav 
the way for Kim ll Sung’s son Ki 
Jong П to take over as North 
Korea's leader, it has been trying 
to bring its neighbour into the | 
modern age in other ways. A 
number of North Korean | 
delegations have been invited to 
| visit the Chinese countryside to 
| see how modern China is using | 
the profit motive to strengthen 
| socialism. 











| SINGAPORE 

Theruling People's Action Party picked: 
a former. political detainee, Ho Kwon 
Ping, as а candidate for the general elec- 
tion expec свем in December (9 Nov .). 


Riot police clashed with workers and 
students in Seoul, and. in Taejon riot 
police took over a university campus and 
arrested 18 students (13 Мор]. 


SRI LANKA 

Separatist guerillas hurled a bomb at an 
army convoy in Jaffna, police said (8 
Nov.). 


THAILAND 

Five top military gea urged Prime 
Minister, Prem * Tinsulanond to reshuffle 
the саыйё {0 defuse what they saw as po- 
litical tensions sparked by a recent de- 
valuation of the baht (7 Nov.). Army chief 
Gen. Arthit Kamlang-ek backed down 
from earlier demands that Prem reshuffle 
the cabinet (12 Nov.). 
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in of the Thai currency and a 
ffle of the cabinet, supreme com- 
ider and army commander Gen. 
it Kamlang-ek backed away from 
confrontation and described it as a 
ni: understanding and speculation on 
: the part of others." 
. 1t was a difficult contention to swal- 
low after his electrifying performance 
оп the two army-run TV channels on 7 
‘November, barely 24 hours after his re- 
turn from a visit to the United States. 





ringing with emotion, Arthit declared: 
“Yam totally against the baht dev alua- 
1. I don't care what others вау. 


unce that our baht currency still 
ion, we will be free of criticism.” 

province capital of Nakhon 
sistant army chief of staff Lieut- 
e same day that five senior military 
fficers sent a letter to Prem “suggest- 
g” the same measures be taken to 
educe political pressure and show 


e people the prime minister is si incere 
correcting national problems.” 





iatures of deputy army com- 
nder Gen. Thienchai Sirisamphan, 
ief of staff Gen. Banchob Bunnag, 
ivy commander | Adm. Niphon 


Marshal Praphan Dupatemiya 
‘Supreme Command chief of staff 
L ranon Sermsin, the x SA er was 





f the Thai military. In doing. 
‘given a further demonstra- 


Dressed in army fatigues, his voice 


AF 
we reshuffle the government and. an- 
is statement, taped in the Central 


chasima and flown to Bangkok by 


n. Wanchai Ruangtrakun, came on 


Endorsed by Arthit and carrying the 


orn, air force commarider Air 


ara ichanya in Bangkok 


Г days after an astonishing: E 
inute televised outburst, in which 
| led forthe cancellation of the de- 








ent of Arthit and Praphan’s plans for 
he purchase of 16 American F16A tac- 
ical fighters to boost the offensive 


capability of the air force. According 





to sources close to him, Sommai — who 
is known to have good relations with 
the royal palace — contends that, with 
a bloated US$12 biilion external debt, 


Thailand cannot г afford the jet- -fighter 


squadron, which is now expected to 


cost close to US$550 million. 


The obvious resentment Arthit feels 


1-15 believed to extend to Sommai's con- - 
sistent attempt to clean up the 
“flourishing underground money mar- 
kets. Following a two-month delay, the - 
cabinet — at Sommai’s urging — ap- - 


proved a special decree on 6 November 
which, in effect, will outlaw the con- 
troversial and widely publicised Mae 
Chamoy chit fund — a mutual-savings 
and lending scheme. Although Arthit 
has denied any direct involvement, he 
has publicly defended the high-yield- 
ing money venture in which a large 


pated. 

The supreme commander dwelt at 
some length on the chit fund when he 
addressed the Thai community in Los 
Angeles during his visit to the US, but 
what surprised observers was his re- 
ference to it at the start of his 7 | 
г broadcast. id a ш be- 


ds at the same rate as before. des. -—3) 


A sovereign decision 


The IMF, though it recommended devaluation, points out that 
the final decision was taken by the Bangkok SEMEN 


By Nayan Chanda in Washington 


| Ithough the International Monetar у 
Fund and the World Bank support 
Thailand's decision to devalue its cur- 
rency, the measure appears to have 
been taken principally as a result of 
Bangkok's own calculation, rather 
than due to external pressure. In fact, 
in the charged political atmosphere 
following the devaluation; the Thai 


pression that the floating of the baht 
was not a sovereign decision and has 
asked an IMF team to postpone a long- 
planned visit. 

Sources said that an IMF team did 
visit Thailand a few months ago and 
had Suggested devaluation | as an im- 


number of military men have partici- 


Government is keen to avoid any im- 
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fore, the REVIEW has learned, a smaller 
chit-fund operation collapsed in the 


southeastern naval port town of Sat- 


tahip, causing] heavy losses to members 
of the Thai Marine Corps. At least two 
officers are reported to have lost Baht 1 


million (US$37,000 at the new ex- 


change rate of Baht 27:US$1) each 
when the operator of the five-year-old 
fund apparently panicked and disap- 
peared. ^. 

If Prem had his. back to the wall, he 
gave no hint of it and instead exuded 
an air of confidence that suggested he 
knew exactly how the cards were 
stacked. Declaring that he had been in- 
volved in the decision-making process 
from the outset, the prime minister 
strongly defended the devaluation and 
said it was necessary for the future fi- 
nancial stability of the country. And 
despite coup rumours, a partial rail 
strike and efforts by the opposition 
Chart Thai party to call an extraordin- 
ary session of parliament to debate the 





issue, if soon became clear that with 


significant elements of the military 
rallying behind him, Prem was indeed 
speaking from a position of strength. 
Government pledges to freeze oil 
prices, lift the minimum wage, raise 
the pay scales of civil servants and, 
perhaps more important, to find Baht 3 
billion needed to cushion the impact of 





portant measure to improve the bal- 
ance-of-payments position. Especially 
in view of the dramatic strengthening 
of the US dollar in the past few months, 
the idea of devaluation of the baht 
(pegged to the dollar) increasingly had 
been mentioned as a possibility by the 
international financial community. 
However, as Thailand is not known to 
have asked for a stàndby loan from the 
IMF, the fund has little pressure to 
exert in that direction. 
“It is an incredibly courageous de- 
cision," said an international eco- 
nomist specialising in the Thai econ- 
Althougl eco omically speak- 


omy. 
ing alu d: 



















the 14.9% devaluation on commit- 
ted items in the military’s modernisa- 
tion programme, probably provided 
the basis for the defusion of tension. 

Where the money will come from, 
however, so far has not been properly 
explained. Key purchases already on 
the military’s order books include 40 
M48A5 tanks, at US$35 million; the 
first phase of a tactical air defence sys- 
tem (US$125 million); two 890-ton 
navy corvettes, now under construc- 
tion in the US (US$144 million); a West 
German-built minesweeper (US$12 
million); a 4,000-ton tank-landing ship 
(US$16 million); US Harpoon surface- 
to-surface missiles (US$15 million), 
and British-made Stingray anti-sub- 
marine torpedoes (US$8 million). 

Arthit made much of the impact the 
devaluation would have on plans to 
purchase "tanks and planes." Obser- 
vers took this as a reference to the F16 
fighter deal which still cannot be 
termed a commitment because it has 
yet to be approved by the US Congress 
and also by the Thai cabinet. 


hile the supreme commander 
W may have reflected the feelings 
of a broad cross-section of the 
population who questioned the justifi- 
cation for the devaluation, his decision 
to shoot from the hip and then to back 
off when popular support failed to 
emerge did little for his credibility. Ex- 
perienced observers familiar with Ar- 
thit's moods recall a number of similar 
outbursts over the past few months 
and say the 59-year-old general clearly 
feels he is not being given the recogni- 
tion and respect his position has tradi- 
tionally commanded. 
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Arthit (centre) with military chiefs: a short-lived protest — 








But in a hard-hitting analysis of the | that the devaluation was made 


situation, the respected Thai-language 
Matichon newspaper deplored the 


| military's interference in government 


affairs and said it set a poor example 
for lower-ranking servicemen. As it 
was, four of the five officers who 


signed the 7 November letter, pledged : 


loyalty to Prem when they met him the 
following day. It was also clear that if 
military officers, generally, were an- 
noyed over the devaluation, à great 
many looked even more askance at the 
direct challenge to Prem and his gov- 
ernment. 


perhaps deliberately in his view — 
when he was out of the country. He 
mentioned getting wind of the move 
while he was in Hawaii and said that 
when he called to inquire, the prime 
minister reportedly professed to havi 
no knowledge of an imminent decision 
It was only a day or so later, when he 
was in Los Angeles, that he read the 
devaluation announcement in a local 
newspaper. 

“I was surprised and very sorry,” he 
said. “I even thought of resigning be- 


| cause I was of no value and could not 


Much of Arthit's indignation and | convince others [in the government]. " 


anger apparently arose from the fact 


The army chief told viewers that de- 





course, it is a hard political decision." 

The economist said that the devalua- 
tion should be able to help in the ex- 
pansion of non-traditional exports, 
and the long-term impact on tradi- 
tional exports such as rice and cassava 
is expected to be positive. While the 
devaluation could restrict imports, it is 
expected to ease domestic credit and 
thus reduce the private inflow of capi- 
tal. In recent years the Thai Govern- 
ment increasingly has cut foreign bor- 
rowing and turned to the domestic 
market, thus forcing private investors 
to seek capital offshore. 


hile supporting the devaluation, 

the economist expressed fear that 
in its anxiety to curb the inflation which 
is likely to follow the move, the govern- 
ment may take measures which would 
negate the overall good effect. He 
pointed to the recent decision to freeze 
the price of a large number of items. 
"In the short term it is understanda- 
ble," he said, “but in the long run it 


could defeat the purpose of the devalu- 
ation." Sources said that the 1% infla- 
tion rate in Thailand this year has been 
exceptionally low. Some inflation to 
bring it in line with the international 
average could even be beneficial for 
growth but may not be good politics. 


could be good politics for military 
men such as Gen. Arthit Kamlang-ek, 





the armed forces commander, sources | 


point out, but it could have a serious 
effect on the Thai economy. “The de- 
valuation of the baht,” said one analyst, 
“would make the purchase of F16 
fighters at least 14.9% more difficult.” 

A recent World Bank report on, the 
Thai economy noted that rapid growth 
of Thai external debt since the late 
1970s was due to borrowing for invest- 


ment in power generation, gas deve- | 


lopment, civilian aircraft and military 
purchases which have a low return in 
producing increases.in domestic in- 
come and employment. While -Thai- 
land's current 20.8% debt-service 


ratio is considered tolerable, the report 
warned that a continued high rate of 
increase in public debt "could even- 
tually endanger Thailand's credit- 
worthiness.” 

US administration sources told the 


| REVIEW that Thailand has formally re- 
Buying expensive military hardware | 


quested the purchase of a squadron of 
F16As. The administration is likely to 
grant the Thai request but is unlikely 
to increase its foreign military sales 
credit to Thailand. According to the 
1985 foreign-aid budget, Thailand 
would obtain US$98 million in such 
credit. 

Arthit's strong reaction to the de- 
valuation is seen by analvsts in Wash- 
ington as partly due to fear that И 
would upset his plans for the F16 pur- 
chases, Arthit was in the US on a pri- 
vate visit at the time of the di 
tion, but he had a meeting with chai 


valua 


| man of the US Joint Chiefs of Stafi 


Gen. John Vessey to discuss Thai de- 
fence needs. Sources said he 


Was 


| “livid” at the news of the devaluation 
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A gradually. “But all of a sudden a Baht 4 
| depreciation was announced," he said. 





зза eople will go to wrack and ruin 
or commit suicide. How is the 
government going to resolve their 
hardships? The only chance is to re- 
shuffle the cabinet and [reverse] the 
policy." 
. Although a reversion to the old ex- 
chànge rate as suggested by Arthit was 
practically impossible — since it 
would wipe out Thailand's credibility 
nihe eyes of the international finan- 
ial community — his TV statement 
did stir up confusion in the foreign-ex- 
ange trading markets and in exter- 
]-trade circles. | 
informed banking sources told the 
EVIEW that. speculators hurriedly 
rought in “millions of dollars" from 
ongkong, Taiwan and Singapore to 
ash in on the new exchange rate, forc- 
g Some large banks to impose a tem- 
rary limit on the amounts they 
ould, buy from Thai nationals. Ex- 
orts.and imports were also briefly 





1 Clampdown on the '50' 


e i mU. GRAUE eae © rr a Ee а ЧЕ КУЛИ iN I a 
> Жу ^ 4MZ "n =. &% gly i EJ LC е, д»-. eee | Ji 
even then shoulda only be imposed | unc 





d 
ITa Sos 
у. PAD ДЫ, 
РҮ _ 







sy 
Now that Arthit has backed down, 
market jitters are expected to subside 
gradually. But it will be some time be- 
fore the local business community ad- 


justs to the constantly changing baht 
parity under the more flexible ex- 


change-rate regime. 


espite scepticism in many 
D quarters that the negative im- 

pact may outweigh positive con- 
tributions, especially in the foresee- 
able future, government officials have 
hailed the devaluation move and the 
unpegging of the baht as a bold deci- 
sion that will benefit Thailand in the 
long run. 

“Official action in the recent past 
often constituted ad hoc measures to 
resolve an immediate crisis. This is the 
first time that a long-term solution has 
been instituted," commented a senior 
Bank of Thailand (BoT, the central 
bank) planner. The government's 





Members of a prominent dissident group are questioned 
nd some are detained in the wake of political violence 


y Susumu Awanohara in Jakarta 


detention of retired lieutenant- 
general H. R. Dharsono once again 
as brought into the limelight In- 
onesia's oppositionist Petition of 50 
oup, which was formed in 1980 to 
rotest against President Suharto's at- 
ks on his political opponents and 
is demands for everyone's complete 
oyalty to the state ideology Pancasila. 
ntil recently, when the Petition of 50 
ame under government attack, this 
oup of prominent citizens had' been 


media and, thus, had little i 
the country's politics. | 





of the West Java military región and 
Asean's first secretary-general, Dhar- 
sono was arrested on 8 November. He 
was the third Petition-of-50 member 
to be detained in connection with the 
current political unrest, which started 
with the bloody Tanjungpriokincident 
of 12 September, when Muslim fioters 
clashed with police and #70885. The 
government said 18 were killed'in the 
incident, but unofficial estimatesindi- 
cate that scores or perhaps even hun- 
dreds died. 

On 17 September 22 members of the 
Petition group, including Dharsono, 
signed a document challenging armed 
forces commander Gen. Benny Mur- 
dani's account of the incident iad call- 
ing for further investigation by an in- 


16 


gnored by the government-influenced | 


dependent commission. Murdani has 
publicly condemned the document as 
an example of the proliferation of al- 
legedly subversive literature he says 
has been circulating throughout In- 
donesia since mid-September. Most of 
the 22 Petition-group men since have 
been called in by the authorities for 
questioning. 

The authorities seem particularly in- 
terested in Dharsono's alleged atten- 
dance at two meetings of anti-govern- 
ment elements on 18 September and in 
early October, which they believe led 
to the 4 October bomb explosions at 
branches of Bank Central Asia (BCA), 
which is owned by Suharto business 
associate Liem Sioe Liong. 

It is understood that the 18 Sep- 
tember meeting was held at the house 
of Fatwa, a fiery Islamic orator who 
had been running the Petition group’s 
secretariat, and that Dharsono indeed 
had attended it. Radical Muslims from 
Tanjungpriok and elsewhere also at- 
tended this meeting and called for re- 
tribution for the 12 September inci- 
dent. Sources claim that both Dhar- 
sono and Fatwa, who is considered too 
tame by more extreme Tanjungpriok 
Muslim youths, advised against rash 
destructive action. Fatwa was arrested 
on 19 September. 

H. M. Sanusi, a leader of the refor- 
mist Islamic group Muhammadiyah 


weather 


bility so that the country can 
anticipated volatile global 
economic conditions in the years to 
come (REVIEW, 15 Nov). 

Although officials consciously 
played it down, the REVIEW learned 
that pressures from the International 
Monetary Fund constituted one factor 
behind the government decision. Ac- 
cording to an authoritative source, the 
IMF over the past year had urged Thai- 
land to devalue the baht and put it on a 
float, but the proposal was rejected by 
former BOT  J governor Мики] 
Prachuabmoh out of concern over the 
negative political repercussions such a 
move would trigger. 

Nukul reportedly felt that the timing 
was not right; that the monetary au- 
thority had created a fair amount of 
public resentment from a series of re- 
strictive measures imposed since late 
1983, and that it should lie low to reap 
the fruit of improvement that these ac- 
tions had brought about. 

Some senior central bank planners 
conceded that they felt a great deal of 
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апа a former member of the banned 
Muslim political party Masjumi = 
which sought to make Indonesia an Is- 
lamic state — was arrested on 10 Oc- 
tober, becoming the second Petition- 
group member to be detained. He was 
reportedly accused of knowingly, or 
otherwise, helping to finance the BCA 
bombing. Sanusi allegedly gave money 
to Muslim activist Rachmat Basuki — 
one of the key figures believed to be be- 
hind the BCA explosions. 

Some speculate that more Petition- 
group members will be arrested, with 
unpredictable consequences. Accord- 
ing to one theory, next to be detained 
will be the three authors of a Petition- 
group booklet published in August, 
Preserve Democracy. They are na- 
tionalist Sanusi Hardjadinata, Muslim 
leader and former head of Masjumi 
Mohammad Natsir and former minis- 
ter for defence and security Gen. A. H, 
Nasution. 


he booklet, which severely criti- 

cises, among other things, a gov- 
ernment bill now before parliament re- 
quiring that all social and religious or- 
ganisations adopt the state philosophy 
Pancasila as their sole ideological 
foundation, was also singled out by 
Murdani as being subversive. 

The fact that the pro-government 
newspaper Suara Karya lashed out at 
former Jakarta governor Ali Sadikin, a 
retired marine lieutenant-general, in a 
recent editorial led some to believe 
that Sadikin's days of freedom may be 
numbered. Others believe that 
Burhanuddin Нагаһар, another 


former Masjumi leader, will be ar- 
rested soon. 
Many political observers feel that 
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liged to listen to the IMF on the one 
hand and realising the necessity for a 
long-term strategy to correct the coun- 
try’s payments problems on the other, 
it is understood that these planners — 
centered on deputy governor Chaovalit 
Thanachanant — took the initiative to 
recommend the move after Nukul's 
controversial ousting in September 
(REVIEW, 27 Sept.). 

It was later endorsed by the Ex- 
change Equalisation Fund (EEF — the 
BoT’s foreign exchange trading arm 
which controls the country’s reserves), 
of which Sommai is chairman and 
Chaovalit is manager. 

Replying to a REVIEW question, new 
BoT governor Kamchorn Sathirakul 
stated: “I believe that the former gov- 
ernor was also concerned over the 
strength of the US dollar but felt that 
other measures were sufficient to cor- 
rect the situation. We had seen the 
necessity to change the exchange-rate 
system for some time and were just 
waiting for the opportunity [to do it]. 
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Arthit was not alone in his ignorance 
of the pending move. Apart from Som- 
mai and Prem, no one in the cabinet 
knew what was coming and while ini- 
tially members of the four government 
coalition parties expressed consider- 
able opposition, they later accepted 
the decision as a fait accompli and 
closed ranks behind Prem in the face of 
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Arthit's challenge. As a senior govern- | 


ment minister said: "A devaluation 
was certainly unacceptable in the poli- 
tical context. But since the decision 
was already announced, we just had to 
accept it and map out measures to 
minimise the adverse impact." 

What the same minister would not 
openly admit, though, was the fact that 
an open rift among the coalition par- 
ties would have inevitably led to the 
government's downfall. With nearly 
two-and-a-half more years in office 
before the 1987 elections, none of the 
parties is keen to face the prospect of 
an early election — unless it is abso- 
lutely necessary. п 


Y od 
: in the limelight. 


This, they say, is because as far as is 
known they have only been engaged in 
so-called petition politics — tirelessly 
circulating anti-government letters 
and pamphlets to a relatively small 
and largely already converted audi- 
ence. 

However, the group’s rhetoric has 
become increasingly shrill and uncom- 
promising, and some critics see in it a 
self-righteousness on the part of those 
who once had, and still covet, power. 
What the Petition group has advocated 
— a more open government, greater 
economic equity and political partici- 
pation, and the eradication of corrup- 
tion — can, as such, hardly be faulted, 
but the absence of any group reform 
programme to achieve these goals has 
come under criticism. 

The authorities recently have al- 
leged that the group's writings have 
served as a catalyst for extremist and 
terrorist activities. They are now in- 
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vestigating whether the Petition group | 


was even more directly connected with 
recent violent incidents. 

Recent bomb threats which have 
plagued Jakarta have begun to decline 
in number, but the city is still jittery. A 
mysterious fire damaged the Kartika 
Plaza Hotel — which has strong army 
connections — in central Jakarta on 11 
November. This was followed on 13 
November by a fire in Subang, near 
Bandung, which destroyed about 300 
hawker stalls, a cinema and a small 
bank. On the same day, a fire burned 
almost the entire upper half of 
Jakarta's major government-owned 
department store, Sarinah. 

And several embassies have received 
notes from a group calling itself Is- 
lamic Solidarity, threatening destruc- 
tion for those who look after Chinese 
interests. 

The military has been mounting a 
campaign to have dialogues with the 
Islamic community and Murdani — a 
Roman Catholic — has made two trips, 
to East and Central Java, to meet Mus- 
lim ulamas (religious scholars). He has 
assured the ulamas that the govern- 
ment will never restrict proper religi- 
ous activities and has asked their help 
in stamping out deviationists. | 

Murdani also has made several well- 
publicised visits to Cilandak, South 
Jakarta, where a marine ammunition 
dump exploded and caused great dam- 
age on 29 October. On one of these oc- 
casions, prominent businessmen’, — 
Chinese and indigenous — donated 
more than Rps 1 billion (US$943,396) 
to the victims in a’ ceremony. On 
another occasion Murdani ac¢om- 
panied Suharto, who has kept Com- 
pletely silent about the recent political 
unrest, on an unannounced trip to.the 
devastated area. п 
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RECEIVERS 
AND | 

MANAGERS SALE 

By Public Tender. 


A) Oat Mill ы 
B) Stockfeed Plant. 


J.D. Anderson and D]. 4 
Young of Peat Marwick Mitchell 
& Co, Chartered Accountants, 
as Receivers and Managers, offer 
for sale by Public Tender the Oat 
Mill and Stockfeed Plant situated 
at Katanning, Western Australia.” 

The Oat Mill has well estab- 
lished local markets with 
expanding interstate and over- 
seas opportunities. 

The recently established 
Stockfeed operation has one of 
the largest pellet mills in Awst= 
ralia with the potential to fulfila 
major role in the stock pellet 
industry. ре 
Finance is available to approved - 
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Bank finance at attractive 
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{о an approved applicant for ` 

both the Tender Price and works. 

ing capital. hs 

Tenderers may submit a single" 

Tender for both ations or 
te Tenders the Oat 


or Stockfeed Plant. 
Tenders close on December 
14th, 1984. Formal Tender docu- 
ments, brochure and detailed 
information are available from 
Mr. Tom Adams of Peat Marwick 
Mitchell & Co. 


PEAT 
MARWICK 


37 Hampden Road, Nedlands, 
| Western Australia 6009. 
Telephone: (09) 386 8244 
Telex: AA92800. 
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Rajiv Gandhi, odds-on to sweep the ruling Congress party 
back into power, calls a December general election 


By Salamat Ali in New Delhi 
О: 13 November, just 13 days 
after his mother, Indira Gandhi, 
Was assassinated, India’s new Prime 
Minister Rajiv Gandhi called a general 
election for 24 December to select a 
government which will rule India until 
January 1990. However, no elections 
will be held in Punjab, which has a 
Sikh majority, or in Assam, where 
there has been bloody agitation over 
the make-up of electoral rolls. 


Gandhi's ruling Congress party 


holds 354 of the 544 seats in the Lok 


Sabha, or lower house of parliament, 
and has a commanding majority in the 
upper house. The prime minister's ad- 
visers are thought to have urged an 
early poll — most pundits had not ex- 
pected an election until early January 
— to tap the large sympathy vote that 
can be expected in the wake of Mrs 
Gandhi's death. If for any reason poll- 


pa not be completed on 24 De- 
nber, provision has been made for 
ompletion of voting three days later. 

while, Gandhi, who won the 






sidency of the Congress party, has’ 


р 
taken steps to purge the army and 
poire of high level officers whose per- 
rmances were found wanting in the 
riod before and after the assassina- 
ion. And in his first major policy 
speech he has told the nation that he 


_ will continue his mother's policies and 


said that India will remain non- 
aligned, secular and united. 

| Striking a theme which bears the im- 

t of his own group of advisers, 
however, he called for an Indian socie- 
"dedicated to work and to achieving 
goals and warned of punishment for 
civil servants who did not serve the 
ple. “A new work ethic, a new work 
culture must be evolved in which gov- 
ernment is result-bound and not pro- 
cedure-bound, " he said. 

In the speech, the new leader said 
that he would retain India's mixed 
economy, which had brought self-suf- 
ficiency in agriculture, industry and 
several fields of technology. 

According to recent newspaper 
opinion polls here, the forthcoming 
general election is no contest: Gandhi 
is home and dry. In just a couple of 
weeks, chaos has turned to confidence 
for the ruling Congress party as its new 
leader has been deluged by assurances 
of loyalty in the aftermath of the assas- 
sination on 31 October. With the coun- 
try's granaries bursting at the seams, 
foreign reserves now equal.to six 
months' imports, single-digit inflation 
and a stockmarket stabilised after ini- 
tial panic selling when the assassina- 
18 


м. 


tion news broke, Gandhi would appear 
to hold all the cards, especially in view 
of the continued rifts in the opposition. 


What his opponents considered to be 


Gandhi's weaknesses have turned out 
to be his strengths. The supposed lack 
of maturity, for instance, of the 40- 
year-old leader can hardly be expected 
to deter an electorate of whom some 
68% are themselves between 21 and 40. 
The Indian masses appear to have been 
relieved by the relatively 
transition of power and impressed by 
Gandhi's TV appearances, demon- 


strating his composure amid personal 
tragedy. His unruffled demeanour and 








firm handling of mob violence in sev- 
eral states have helped assuage public 
fears. 

With the sound state of the economy 
allowing him room to opt for populist 
measures just before the polls, a rela- 
tively clean record which leaves scant 
ground for the opposition to attack 
him personally and an unhurried but 
steady approach to national problems, 
the new prime minister has done little 
so farito arouse anyone's displeasure. 
Instead, his actions to date have sig- 
nalled.a new style with which few can 
find fault. At his second cabinet meet- 
ing he pleased his ministers by declar- 
ing that in doing what is right they 
should not be constrained by anything 
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. Next, he asked his senior party 
officials to look into charges of Con- 
gress members’ involvement in the 
anti-Sikh riots and deal firmly with 
those found guilty. 

Carrying out such a directive, how- 
ever, may not prove so easy. Within 24 
hours of the instruction being issued, 
two of the party's general secretaries 
denied they had received any such 
order, adding that they did not know if 
any fellow office-bearers had. With 
numerous unrelated sources making 
identical accusations — naming names 
and circumstances — there seems to be 
a strong case for a probe against Con- 
gress party officials accused of in- 
stigating, organising and even leading 
murderers, looters and arsonists. 
Bharatiya Janata Party (BJP) chief 
Atal Bihari Vajpayee was quick to 
declare at a press conference on 9 
November: “Let him [Gandhi] not be- 
| gin his career by protecting those who 
| should be behind bars." 

To gain complete control of his own 
party, Gandhi has to fight his 
brother Sanjay’s legacy of 
populism backed up by muscle- 
power. Those who ran amok and 
committed the atrocities against 
Sikhs were mainly those who had 
been settled in new tenements fol- 
lowing Sanjay's slum-clearance 
programmes in New Delhi. 


















rowds at Congress rallies are 
largely made up of people from 
these settlements whose leaders 
found in the assassination an op- 
portunity to settle old scores with 
business rivals — owners of taxi 
stands, buses and lorries, repair 
shops, small processing units and 
retail outlets. Vajpayee made the 
telling points that the regions 
worst affected by the violence 
were those ruled by the Congress 
party and that the initial outbursts 
in Calcutta and some of the south- 
ern states ruled by other parties 
were immediately put down. De- ` 
scribing the carnage as the 
"ghastliest and goriest" since the 
partition of India, he called 
the government's failure to order 
an independent, comprehensive, 
judicial inquiry into the riots evidence 
of "its guilty conscience and anxiety to 
sweep away its own sins under the car 
pet." | 
Judging by the emphasis the BJP — 
the party of Hindu nationalism — and 
other opposition parties are placing on 
| the conduct of the Congress party dur- 
| ing the riots, it is likely to be a major 
opposition election issue. They seem 
convinced not only of the damage it 
could cause to the ruling party's elec- 
toral prospects among the minorities, 
but equally sure that it will not pro- 
voke a backlash in the majority Hindu 
community. Vajpayee argues that 
since Hindus were largely sympathetic 
to their Sikh neighbours during the 
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ffort to coordinate the opposi- 
: s election campaign. Giving up 
hopes of bringing India's communist 


platform of the newly formed Dalit 
Mazdoor Kisan Party (DMKP), headed 
by former prime minister Charan 
Singh, the Janata Party, Congress (S), 


the National Conference of Farooq 


Abdullah, the Dravida Munnetra 
Kazhagam of Tamil Nadu and his own 
Telugu Desam. The platform, if it 
materialises, will have to make elec- 
toral adjustments with the BJP and the 
communists to ensure that the opposi- 
tion vote is not split. 

However, Rama Rao is facing an up- 
hill task as in any joint platform of the 


type he has in mind, the first stumbling. 
block is Charan Singh’s insistence that - 


he be accepted as leader and future 
prime minister. Besides, 


Some of its components already think- 
ing of breaking away. And leaders such 


as Farooq Abdullah and Jagjivan Ram - 


of Congress (J) have already called for 
support for Gandhi on the basis of put- 
ting national before partisan interests. 

. The ruling party is naturally pleased 
by the widespread public acceptance 
of Gandhi as prime minister despite 
criticism of the dynastic nature of the 
succession. Its leaders have drawn the 
obvious inference that more than any- 
thing the public has been relieved by 
the lack of infighting in the party's 
ranks over the succession. 

; The true test of their unity, however, 
is still to come. Selection of party can- 
didates for the next parliament is al- 
most complete, and it is understood 
that about 175 Congress members in 
the outgoing parliament are to be axed 
in favour of younger candidates. Party 
leaders are confident that unity will be 
maintained because, they say, their 
colleagues fully appreciate the impor- 
tance of presenting a united front at 
the polls. They also know that any as- 
piring dissenter would have to reckon 


with an adverse electoral reaction be- - 


, cause of the sympathy generated by 
Mr ‘Gandhi 's murder. 










t drübbing for 


T. Rama Rao is making one 


| parties and the BJP together on the 
same platform, he is.to initiate a joint 


aman reat CT ng Pert уш ana Eras ara t IM P NN бу Ny did pr LP UP rr AL PN HH M a RURAL NAAN HP үлү nn 


Charan 
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for herself the offices of the prime |: 


ber. Mrs f Gandhi hid сога 


minister and chief of the Congress to 
avoid the rise of rival centres of power. 
Nominating his cousin, Arun Nehru, of 
his "kitchen cabinet" as one of the 
Congress general secretaries to fill the 
vacancy caused by his own elevation to 
the party's presidency, Gandhi has 
also emphasised continuity of style. In 
his broadcast to the nation on 12 
November, the prime minister prom- 
ised that Mrs Gandhi's socio-economic 
programme would be ‘ faithfully and 
effectively implemented" on the 


domestic front and also that he would 


carry forward the foreign policy "be- 


queathed to us by Jawaharlal Nehru 


and so creatively enriched by Indira 
Gandhi." 


ollowing a major shake-up in the in- 

telligence agencies and in the ad- 
ministration of the capital, Gandhi now 
seems in better control than during the 
first few riot-torn days after the assas- 
sination. As a result of his failure to 
curb the riots, Lieutenant Gover nor oi 





Delhi P. G. Gavai was gent onleav 
replaced by Home Secretary M. 
Wali. Delhi police chief Subhash Tan- 
don and four of his deputies were 
transferred. And the prime minister's 
personal security was placed in: the 
hands of a detachment of commandos 
from the Indo-Tibetan Border Police 
as the 100-odd members of Mrs Gan- 
dhi's security staff have been detained 
for interrogation. The new Delhi police 
chief, S. S. Jog, has ordered a top-level 
inquiry into police action during the 
disturbances, but was quoted as saying 
that the capital' s force is “grossly 
undermanned, morale is low and ifs 
ave lost the: ponidehge of 
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AFGHANISTAN 


Pu. js..er Valley pUS:: 


Mujahideen resistance forces fear another Soviet offensive 
may be in the offing before the end of the year 


By Husain Haqgani in Islamabad 
M ujahideen in Afghanistan's strate- 

gic .Panjsher Valley consider 
another Soviet offensive in the region 
possible before the end of the year. The 
Soviets launched a major offensive in 
the Panjsher at the end of October — 
the ninth in a series of attacks since 
1980, when they first tried to clear the 
valley of Muslim guerillas. 

The October offensive was the third 
since the Soviets broke a local cease- 
fire in April and deployed large num- 
bers of troops, armour and helicopters 
to attack the forces of guerilla com- 
mander Ahmad Shah Massoud. De- 
spite initial success in pushing the 
guerillas out of the lower reaches of the 
Panjsher, the April offensive did not 
succeed in its main objectives. The 
Soviets did not inflict heavy casualties 
on Massoud's fighters, nor did they 
succeed in preventing attacks on the 
Salang Highway, Kabul's major road 
link with the Soviet Union, which runs 
across the vallev. 

Another Soviet offensive was re- 
ported in September, but the Soviets 
then failed to go beyond the garrison 
town of Puzhgar, some 18 miles from 
the mouth of the 70-mile-long valley. 
Some observers sav that the latest of- 
fensive is a continuation of the Sep- 
tember and April offensives and 
should not be considered separately. 
But Massoud is reported to view the 
latest attacks as a fresh offensive, and 
the mujahideen do not rule out the pos- 
sibility of another round of heavy 
fighting before winter restricts move- 
ment in the area. 

According to a letter from Massoud 
to the headquarters of his Jamiat-e- 
Islami guerilla movement in Peshawar, 
1,500 Soviet tanks and other armoured 
vehicles took part in the latest offen- 
sive which may not be over yet. For the 
first time, Soviet forces are trving to 
block both the northern and southern 
exits of the Panjsher as well as several 
side valleys. High-altitude cluster 
bombing is said to have preceded the 
offensive and, as in other recent at- 
tacks, the Soviets are depending heav- 
ily on helicopter-borne units. Jamiat 
sources in Peshawar sav the Soviets 
could be retaliating for heavy losses 
suffered in April and September. 

Massoud was quoted recently as es- 
timating Soviet and Afghan armv 
losses at 2,500 killed and wounded in 
the seventh offensive and more than 
3,000 in the September operations. Al- 
though verification of these figures is 
impossible, observers say there is no 
doubt the Soviet army and'its Afghan 
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allies have suffered heavy casualties 
during this year's fighting. 

However, the Soviets have suc- 
ceeded in almost depopulating the 
Panjsher Valley. The mujahideen esti- 
mate that as many as 150,000 inhabit- 


SOVIET STRIKE 


REVIEW MAP by Frank Tam 


ants have been forced to flee their 
homes. Some Panjsheris have taken re- 
fuge in Kabul and others have crossed 
the border into Pakistan, but most 
have stayed in side valleys, hoping to 
go back to their homes. These 
Panjsheris have no means of support- 











ing themselves and could prove to be 


an additional Burden on Massoud's in- 
adequately supplied forces. 

The mujahideen are focusing atten- 
tion on recapturing positions lost early 
this year and, in recent fighting, have 
put pressure on Puzhgar where an Af- 
ghan army. contingent is stationed. 
After mujahideen attacks on the town 
in early September, Soviet troops left 
the garrison, giving over its defence to 
Afghan President Babrak Karmal's 
forces. Recent reports from the area 
suggest that Puzhgar has been cut off 
from re-supply by land or air, but that 
mines around government positions 
are preventing their capture by resist- 

ance troops. Puzhgar's fall 

would be a major reverse for 
the Soviets, who have pro- 
jected this year's Panjsher 
fighting as a major success of 
their efforts in Afghanistan. 

The mujahideen continue to 

ambush convoys in the area 

and were recently reported to 
have resumed attacks on 
traffic at both exits of the 

Salang Highway tunnel. 

Meanwhile, a controversy 
seems to be developing about 
the number of Soviet troops 
in Afghanistan. Resistance 
sources, supported by some 
Western diplomatic sources, 
suggest that the Soviets have 
increased the number of their 
occupation troops to 180,000 
from 110,000. Pakistani Presi- 
dent Zia-ul Haq recently put 
the number at 150,000, while 
some sources estimate current 
Soviet troop strength to be as 
high as 220,000. But other 
Western sources insist that there has 
been no Soviet troop increase. 

These sources say Western intelli- 
gence would have known about addi- 
tional troops being brought in, but 
they have not monitored a build-up of 
reinforcements. They say the impres- 
sion of increased Soviet troop strength 
could have been created by replace- 
ment of units or perhaps by increased 
deployment of Soviet forces in areas 
previously manned by the Afghan 
army. 

Resistance spokesmen point out, 
however, that reports of increased 
Soviet-troop strength started after a 
People’s Democratic Party of Af- 
ghanistan plenum in September. Kar- 
mal said then that Afghanistan would 
seal its borders with Iran and Pakistan 
to block resistance infiltration and 
supply routes. Additional troops, they 
sav. could have been brought in for this 
purpose, though there has been mini- 
mal success in interdiction so far. Mas- 
soud said recently that 70,000 Soviets 
had been flown to Herat and Farah 
provinces on Afghanistan's western 
border with Iran. Pakistani intelli- 
gence reports also mention an in- 
creased Soviet presence in provinces 
along the border. п 
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The Premier Services Card identifies you as one of a small and very select group of American Express Bank clients 


Introducing Premier Services. 
One of the privileges of the privileged. 


Only a few of our clients require 
the very special type of security, 
convenience and peace of mind 
Premier Services™ is designed to 
assure. But those who do have 
come to depend on these services, 
throughout the world. 


Personal attention. Discretion. 
Responsiveness. These are what our 
clients have come to expect of a rela- 
tionship with American Express Bank. 

Now, as an American Express Bank 
client, you can enjoy the added advan- 
tage of Premier Services. It offers vou 
travel and medical assistance, 24 hours a 
day any where in the world. And the 
convenience of a nearly unlimited range 
of personal services in London, Paris, 
New York and Miami. 

You are eligible if vou have a 
substantial relationship with American 
Express Bank and are a Gold Card* 
client of American Express Bank. 

The Premier Services Caid is not a 
charge card. We issue it to identify you 


as one of a small and very select group of 


American Express Bank clients. When 


American Express International Banking Corporation 





you have the use of Premier Services, 
almost any type of service is easily 


arranged through a single telephone call. 


Travel and medical assistance 
worldwide 
With a call to your multilingual 
Premier Services representative, you are 
assured of travel and emergency 
medical assistance, 24 hours a day 
almost any where. You and your family 


have access to prompt medical attention, 


including supervised evacuation. 
Exactly what you want, 
exactly as you want it 

A single telephone call can also 
arrange raany types of traditional con 
cierge services—and personal services 
in London, Paris, New York and Miami 

From a chauffeured limousine...to 
an exquisitely appointed private party 
...to yacht and aircraft charters. 

We will plan cultural or shopping 
excursions...arrange for the services of 
interpreters and translators...dispatch 
a representative who will meet you 
at the airport, to expedite your 
arrival or your departure. 


American Cayman Indonesia Panama United International 
Express Islands Italy Philippines Kingdom Headquarters 
Bank offices: Chile Ivory Coast Singapore Uruguav American 
8 Denmark Japan Spain Venezuela Express Plaza 
Argenuna Ss ә» а. 0рет» 
руе Egypt Korea Sri Lanka New York 10004 
RSE France Lebanon Switzerland Swiss Office: hae 
Bahrain ia ; | zd Р New York Agenc) 
anole teal Germany Mexico Taiwan Bahnhofstrasse 20 сая 
^ - ” . А $ C% { 
Brasil Greece Monaco Turkey CH-8022 Zurich Express Plaza 
i Hong Kong Netherlands United Arab Switzerland рур pro 
I - New York 10004 
India Pakistan Emirates 








Wherever you are in the world 
whatever the hour, Premier Services 1s as 
near as the nearest telephone 

How to learn more about 
Premier Services 


For more information about Premier 
Services —or about our other Private 
Banking services— please contact 
Ms. Perry Palmer, American Express 
International Banking COrporatuor 
32 Grosvenor Square, London W1 
England. Telephone (01) 409-0838 

Premier Services from American 
Express Bank. One of the privileges 
the privileged 
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SIA is the very first airline in the world to fly both the 
incredibly innovative A310 and the new generation B7 
And starting December, you can enjoy the superior 
comfort and efficiency of these remarkably new Pratt a 
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Vhitney-powered aircraft across Asia. Together with 
BIG TOP, the biggest, most advanced 747 of all, they 
ill keep Singapore Airlines way ahead with the most 
andern fleet in the world SINGAPORE AIRLINES 





Light through glass. 
In the Middle Ages they used it to tell stories. 
The message is still clear. 


38,000 EMPLOYEES, 46 MANUFACTURING PLANTS, AND 37 RESEARCH AND DEVELOPMENT CENTERS, IN BRAZIL, CANADA, ENGLAND, 





Light through glass. 
Today Northern Telecom uses it to transmit 
images, voices, and data simultaneously. 


In the Middle AgessSfained glass Was S a powerfal communications device, a way of 
instructing a population t hat wagimainly illiterate. The life of Christ, the deeds of 
the saints, and ti@adve ntes kings were all told viv лађу and wordlessly. 

‘Today, we i ui рошіће Шет! through glass to communicate. Were sending 
voices and data, digitallfy,edded in tiny pulses of hght, through fiber optic cable. 

Іп 5аѕКаҝ печа Northern Telecom is building the longest digital fiber optic 
networkin the worlds When it's completed, it will offer a rural population, scattered 
рео square miles, facilities for transmitting voice, data, video, and 
facsimiles об тегі and photographs. 

Norther Bfêcom is both a major manufac- northern 


turer of fier optic products and a world leader tcíeccom 
in digitalilelecommunications technology. | 

Ме егу have thousands of digital switch: 
ingisyste ms in service or on order, serving the For more information on Northern Telecom 
equi ale mi t of Over 16 mill m te le “phe ne nr es — and its products contact: Northern Telecom 
f | v otl North A (Asia) Ltd., 96 Somerset Koad. Singapori 
ar mi ге l k in an Ol 1€ r ori ] me ri AN THE ГЫ Б. Ti 27 i. 791: 3 TE le Hs? , 1169 or 0 


manufacturer. A long time dago, We saw the IT ght Harbour Road, Hong hong, T 1. DID LLL, 


telex 7333, 


MALAYSIA, IRELAND AND THE UNITED STATES. SALES OFFICES AND DISTRIBUTORS THROUGHOUT NORTH AMERICA, EUROPE, AND ASIA 





HILTON 
IN TERNATIONAL 


M V. dont cut corners. 


Even our vegetable garnishes are 
carved from the freshest ingredients in the market. 
Like everything we prepare. 
The same attention goes into all we do. 
Down to the sharpened pencils in our meeting rooms. 
With over 20 years experience in 
Asia and the Pacific, we ve carved ourselves 
a reputation for detail. 
Call your travel agent, any Hilton International hotel 
or Hilton Reservation Service. 


Bangkok, Jakarta, Kuala Lumpur Singapore. 
And the new Petaling Java Hilton. 
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WWF Kojo Tanaka BCI 


The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it 1s vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It 15 also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 


Please send contributions to the WWE 
National Organisation т your country or direct to 
WWE International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 





ledges the donation of thas space by 
Far Eastern Economic Келет 
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Vitriol and fisticuffs 


The country's most important Chinese political party remains 
divided in its longest and most bitter leadership dispute 


.By James Clad in Kuala Lumpur 


he continuing leadership crisis 

within the Malaysian Chinese As- 
sociation (MCA), the largest Chinese 
partner in Malaysia's National Front 
coalition government, has become one 
of the most bitter and protracted intra- 
party disputes in the country's history. 
Scarcely a week passes without some 
display of frayed tempers, including 
fist fights outside MCA meetings and 
generous portions of vitriol in the 
Chinese-language press. 

The dispute broke into the open six 
months ago when the acting MCA pre- 
sident, Housing Minister Datuk Neo 
Yee Pan and his allies on the party cen- 
tral committee expelled MCA vice- 
president Tan Koon Swan, and 13 
others, from their party positions and 
membership (REVIEW, 29 Mar.). Al- 
though a common enough tactic in the 
MCA's history of internecine fighting, 
the mass expulsion has generated con- 
troversy and a degree of grassroots in- 
volvement far surpassing earlier 
leadership struggles. 

The immediate provocation for the 
March expulsion was Tan mobilising 
anti-Neo elements over the “phantom” 
party members issue (REVIEW, 8 Mar.). 
Thousands of non-existent “members” 
— many with identity card numbers 
held by non-Chinese Malaysians — 
had appeared on party rolls. The 
party's leadership conceded the error, 
but their opponents alleged the phan- 
tom members were added to party rolls 
with the leadership's connivance to 
stack the delegate count against a bid 
by Tan for the party presidency at the 
MCA assembly, originally scheduled 
for July. 

Since the expulsion, the Neo leader- 
ship has cracked down on dissidents, 
suspending many party branches 
throughout the country and disciplin- 
ing other members. By most reckon- 
ings, overall branch-level support 
tends to favour Tan; support for him 
among professionals in the party is 
particularly high. Gatherings of both 
factions, each claiming legitimacy 
under the party's constitution, period- 
ically meet in the capital and feud for 
control of local party organisations. In 
May, 1,616 delegates representing 
branches sympathetic to Tan met in à 
self-styled extraordinary general 
meeting (EGM), but the Neo leadership 
rejected its validity (REVIEW, 17 May). 

The question of the legitimacy of this 
and other MCA gatherings organised 
by the Tan group is expected to come to 
a head on 3 December when Tan's legal 
adviser, Datuk Kok Wee Kiat, will seek 
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a court declaration legitimising the 
EGM. A similar High Court action by 
MCA vice-president Datuk Chan 
Siang Sun, seeking a declaration that 
the May EGM was valid and that the 
party should implement its resolu- 
tions, is also pending. Chan, whois also 
deputy information minister, is suing 
on behalf of the 1,499 delegates who 
requisitioned the EGM. Under the 
MCA constitution, only one-third of 
the delegates need call for an EGM, a 
count far exceeded by delegate num- 
bers on 6 May. 

A more crucial legal question, how- 
ever, is whether the EGM could have 
gone ahead without MCA secretary- 
general Tan Sri Chong Hon Nyan's ex- 
press approval. If it could, the Tan fac- 
tion expects a legal victory, but even a 


favourable court decision — perhaps 
before the beginning of 1985 — will not 
win the war for Tan, who told the 
REVIEW on 30 October that he is “for 
reform" and does not necessarily want 
the presidency. No matter which group 
the court favours, most sources expect 
more appeals to higher courts and 
quibbling over fine legalisms to con- 
tinue well into 1985. 


## "I* he crucial question, as always, is 

power — not legal rights and 
wrongs," a National Front official 
said. He also intimated that most other 
front partners — especially the United 
Malays National Organisation (Umno) 
led by Prime Minister Datuk Seri 
Mahathir Mohamad, who is also chair- 
man of the National Front — have be- 
come increasingly impatient with the 
MCA stalemate. “A golapse of Chinese 


- & „т^ د‎ 







— 


for the National Front _ 






т 4 


would have very troubling implica- 
tions for national unity,” he said. 

In referring to his 3 December court 
case and to other lawsuits against the 


existing MCA leadership, including 
many actions by party members claim- 
ing wrongful suspension or expulsion, 
Kok also said that “ultimately, settle- 
ment of the dispute must be political, 
not legal.” Sources from both factions 
said no shortage of possible solutions 
— or of well-intentioned mediators — 
exists. What is lacking is the political 
will to seek an accommodation now 
that a considerable amount of “face” is 
on the line. 

Although each side predictably 
blames the other for impeding a settle- 
ment, the basic trouble, as one MCA 
source close to Neo put it, is that 
"there's no way to meet halfway.” Suc- 
cess in appeasing both camps so far has 
escaped the best efforts of mediators 
such as National Front secretary-gen- 
eral Ghafar Baba or timber business- 
man Tan Sri Wee Boon Peng. 

As the patience of the MCA's govern- 
ment partners ebbs, Ghafar and Wee 
each have attempted to achieve a solu- 
tion based on different approaches. 
Ghafar has worked through inter- 
mediaries while Wee, known to be re- 
spected and trusted by Mahathir, has 
used his influence as head of the large- 
ly non-partisan Associated Chinese 
Chambers of Commerce and Industry 
in his meetings with Tan and Neo, 
Wee's last confidential meeting with 
Neo — on 29 October — traversed 
familiar ground, with Neo insisting the 
situation remained "under control." 
Despite good intentions, Tan's faction 
does not see Wee navigating his way 
past Neo's "stubborness. " 

According to one report, Ghafar's 
formula for reconciliation, which is ac- 
ceptable to the Tan faction, calls for: 

» Reinstatement of the 14 expelled 
party leaders and of all elected party 
central committee members who re- 
signed or were suspended after March. 

» The corresponding resignation of 
those central committee members ap- 
pointed by Neo since March. 

» Postponement of party elections for 
one year, by which time the general 
election could possibly have been held. 
The next MCA elections, when they are 
held, would be based on membership 
rolls on 31 December 1982. 

» Expunging all "phantoms" from 
party rolls, perhaps by an impartial 
authority such as the registrar of 
societies. 

» Amending the MCA's constitution 
to prevent re-occurrence of the "phan- 
tom" issue by limiting the number of 
branch delegates to national confer- 
ences to a pre-set figure regardless of 
the numbers of branch members. 

Sources said one stumbling block to 
Ghafar's formula is Neo's insistence on 
keeping his own and other senior posi- 
tions "non-contestable" until after the 
next party assembly. The method of 























sign en masse — a threat aimed at 


vhich could backfire badly, sealing 
political oblivion for Tan and his fol- 
owers. Another tactic might be re- 
wed agitation for a party referen- 
m. This idea was pushed at an Oc- 
рег weekend gathering of Tan faith- 
d at a mountain resort near Kuala 








can this tangled — and some 
ictable — situation be resol- 
S well-placed sources in 
the contending MCA fac- 
gun to suggest that the 
arises in part from Home 
^ Minister and Deputy Prime 
ir Datuk Musa Hitam's willing- 
ee Neo prevail. 

rtly after the March expulsion, 
sa attacked the Tan group by in- 
üendo, attributing leftist and 
auvinist designs to some of Tan’s 
supporters, who include a former dep- 





Department, Datuk Lee Kim Sai and 
Datuk Ling Liong Sik, a former deputy 
ance minister. Both were sacked by 
Mahathir at Neo's request in March. 
Nonetheless, access by Tan to the 


good. Sources said in late October that 
Tan met Mahathir both before and 
after the mountain-resort meeting. 


ther things being equal, Mahathir 
' might be inclined to give Tan’s group 
the edge on the theory that the group 
ould provide enough dynamism to re- 
generate the MCA, which has done 
poorly in most elections since 1969. On 
the other hand, Mahathir may not be 
willing to reject Musa’s advice on a 
matter in which — for Mahathir as a 
Malay politician — there is little to 
gain. 

. Supporting the thesis of quiet pre- 
ference for Neo is the fate of each fac- 
tion's nominees for MCA positions in 
senior government posts. Umno chief 
ministers in most Peninsular Malay- 
sian states have accepted candidates 
put forward by Tan's faction for the 
MCA's share of National Front party 
appointments to district councils — 
the local-government level of Malay- 
sia's administration. 
Significantly, only in Johor 
Musa's power base — has Tan's faction 
apparently not received the go-ahead. 


. district council appointments, includ- 
ing the MCA allotment, have been 


source in Johor said Musa believes that 
an and former MCA president Datuk 
ee San Choon could be too close to 








for the Umno deputy leadership. 
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cing the government's hand but опе > 


б minister in the Prime Minister's - 


prime minister apparently remains. 


` According to one source, all new Johor 


held up for the time being." Another. 
|.community's component in the coali- 


former finance minister Tunku Raza- 
leigh Hamzah, twice Musa's opponent |: | 












































































| By Bodhevy Tasker i in 1K Kuala Lumpur 


serious, rather ugly political con- 
troversy ~~ which had escalated 
over the past two months — over Islam, 
Malaysia's majority religion, was de- 
fused briefly by a decision on 8. 
November to cancela televised debate. 
But the fol ay the issue was 
reignited W abling by the gov- 
ernment of a pér on Muslim 
| леку brought the 
issue back into heheadlines. 











| 
| 
| 
| 
i 
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The televised debate had been sche- 
duled for 11 November as a result of a 
challenge by Prime Minister Datuk | 
Seri Mahathir Mohamad to the main | 
Islamic opposition party, Parti Islam | 
(Pas), in September. Mahathir’ s aim | 
was to ask Pas to prove its alleged | 
charges that members of his party, the | 
United Malays National Organisation 
(Umno), were kafir, or non-believers, | 
and that anyone who opposed them | 
and died as a result should be called | 
martyrs. | 

Many Malays felt Mahathir, presi- 
dent of Umno, which i is the main party | 
in Malaysia's National Front coalition | 
government, had overstepped the 
mark by agreeing to a debate on sucha | 
sensitive issue with a party with sucha | 
minority appeal in such a public way. | 
The debate was to have lasted two | 
hours, with three senior Umno men | 
facing three Pas officials. 

Malaysia's state rulers, the sultans 
and the Yang di- Pertuan Agung, o 
king, who are the ultimate ма 
authorities in the country, obviously | 
thought that the planned debate was a | 
mistake, subjecting the Muslim reli- | 
gion to a petty, if fundamental, politi- 
cal quarrel between two parties. 

The country's senior statesman, its | 
first prime minister Tunku Abdul | 
Rahman, felt thesame way and told the | 
king so. In an article he wrote for the | 
Star newspaper on 6 November, he | 
said: “If [the debate] is allowed to pro- 
ceed it will cause untold harm among - 
Muslims and others." It would make a 
“mockery of the religion in Malaysia," 
he added. | 

So оп 8 November it was called off | 
on orders fromthe king in concert with | 
the country's state rulers. There was an | 
almost audible sigh of relief from all 
quarters of Malaysian society. State- 
ments of support for the cancellation | 
flooded in from the Malaysian Chinese 
Association, Umno’s major. Chinese 
partner in the ruling coalition, f 
laysian Indian Congress, the Indian 
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tion, the Graduates’ Association of the | 

University óf Malaya, and Abim, the. 

Malaysian Islamic Youth Movement.” 
"From Pascam astatement of regret, 














linking its leaders 
ments intent on overturning the fabric 













ж PR cic hone in 1982, viewed: 
the televised debate as a welcome ve- 
hicleto publicise itself nationwide. — 

Then, the following day came the 
government white paper, which Dep- 
uty Prime Minister Datuk Musa Hitam 
had been preparing in his capacity as 
home minister since July and which 
obviously had been planned to be re- 
leased just before the debate. Titled 
The Threat to Muslim. Unity and Na- 
tional Security, the paper gave details 
of various Muslim extrémists groups in 
the country, named тоте than a dozen 
Pas members involved in such ac- 
tivities and said:.the outlawed Com- 
munist Party of Malaya was exploiting 
the rifts being caused in the Muslim 
commu nity for its own ends. 








"he paper, Сакай. was a summary 

of chargesand warnings issued by the 
Umno-led government for some time, 
but coming at this time it served as a 
new political weapon against Pas. 

The paper charged that because Pas 
preached to its supporters, mainly un- 
sophisticated Malay villagers in Ma- 
laysia’s predominantly Malay north- 
ern peninsular states, that Umno mem- 
bers were infidels, Pas people were re- 


fusing to bury their dead in govern- 


ment cemeteries and refusing to pay 
government taxes. In other words, Pas 
influence was threatening the Malay 
unity which. is the cornerstone of Ma- 
laysia’ s existence. | 

Dealing with the extremist groups, 
the paper listed six such organisations 


which it claimed plotted to overthrow 





the gov ernment by force to establish an 
Islamic state — alsó the goal of Pas — 
and listed members óf such groups: who 
had been arrested after the authorities 
had discovered that they had their own 
arsenals of weap and issued mili- 
tary uniforms. 5 

It was all obviously aimed at Pas, 
‘with Islamic move- 








of Malay society — and also sending 
shudders through the gr Chinese 
minority community. Pas leaders, so ^ 
far, have declined. yveact to the paper. 
пом well that this tan- 
not be taken аз а sign that the Muslim 
fundamentalist. party is in any way 
down and out. It is likely to continue 
to spread religic flavoured influ- 
ence among thi ] , whatever sym- 
рау for о 
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Time to face the challenge of 1997 


| ongkong should have learned its 
3 lesson. In September we were pre- 
- sented with a fait accompli in the form 
ofthe Sino-British joint declaration on 
_ the territory's future. Although the 
British Government had consistently 
promised the Hongkong people 
throughout the two years of secret 
negotiations with China that any 
- agreement must be acceptable to us, 
shortly before the initialling we were 
" ү told that we had to accept the accord in 
— full or reject it at our own peril. Not 
P one word or comma in the document 
could be changed. 
—— While the draft agreement has yet to 
- be formally signed, plans to deliver 
= another fait accompli to the Hongkong 
— people may be in the offing. This time it 
will be in the form of the basic law, the 
constitution for the future Hongkong 
Special Administrative Region (SAR). 
Conflicting signals coming from China 
— Show that the Hongkong people may 
not be directly involved in the drafting 
of the basic law, though their wishes 
will be “fully taken into account.” 
This sounds too familiar for comfort. 
"The scenario that may emerge, unless 
firmly resisted, is that the Chinese 
leadership will draft the basic law and 
then present it to Hongkong. By then, 
just as it is now, we will not be able to 
say no. 
Since the initialling of the joint dec- 
— Jaration, few Hongkong people have 
— bothered to express their views, 
though they realise that it is the most 
— important document in the territory's 
— A history. Such behaviour is not too dif- 
ficult to explain. The Hongkong people 
are known for their pragmatism and 
their response to the joint declaration 
— is typical of that pragmatism. If it can- 
not be altered in any way, should any- 
— A body wonder why the Hongkong peo- 
—— pleremain silent? 
Even before the initialling of the 
draft agreement, many Hongkong peo- 
— ple had already accepted that it could 
— not be changed, and hence decided that 
` jt would be pointless to comment on it. 
— A Thereal battle, they say, isin the draft- 
— A ing of the basic law. Such an attitude 
| is, to say the least, defeatist. If we be- 
4 lieve that the joint declaration and 
` Annex I will be enshrined in the basic 
— Jaw, then we must first fight to ensure 
that we get an acceptable and satisfac- 
tory joint declaration. And I believe 
that this can be done. 
bi We can start by speaking frankly 
- апа constructively about the draft 
agreement. The main area of concern is 
the appointment of the SAR chief exe- 
| cutive, who will have the right to nomi- 
nate the principal officials. The joint 
declaration said the chief executive 
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"shall be selected by election or 
through consultations held locally and 
be appointed by the Central People's 
Government. " 

Informed government officials ad- 
mit the Chinese had insisted on the 
right to appoint the chief executive, 
but the British tried to resist, so in the 
end they compromised by putting both 
methods of selection in the draft agree- 
ment. A senior visiting Tory MP has 
said there was no way the British could 
refuse to concede that right to the 
Chinese. 

If Peking is sincere in its promise to 
give the Hongkong SAR a high degree 
of autonomy, it should allow us to 
choose our chief executive by demo- 
cratic means. Any attempt to impose 
someone on Hongkong will surely 
spark off immense repercussions and 
cast serious doubts on Peking's inten- 
tions. 

However, some Hongkong people say 
that to question the draft agreement 





Emily Lau, the 
REVIEW's Hongkong 
correspondent, was 
born and educated 
in d and re- 
turned to the terri- 
tory this year after 
working for BBC-TV 
in London. 





would be an act of gross discourtesy 
and might incur Peking's wrath. Many 
have lost no time to curry favour with 
the Chinese leadership by praising its 
far-sightedness and supreme wisdom, 
though some admit privately that they 
do not have much faith in the com- 
munists. Such hypocrisy is deeply re- 
pugnant to some Hongkong people, 
who find it offensive and degrading. 
However, not many have the courage 
to reprimand or challenge these politi- 
cal chameleons. I am sure the Chinese 
leaders are aware of such behaviour, 
but choose to exploit it as a part of 
their United Front tactic. 

Of course, many of us accept that 
Hongkong will become a part of China 
after 1997. We welcome an end to colo- 
nial rule and the chance to set up a 
highly autonomous SAR government. 
In order to do this, Hongkong must co- 
exist peacefully with China, which ul- 
timately holds our fate in its hands. 
But at this crucial juncture in Hong- 
kong's history, the people's voices 
must be heard. There is a misconcep- 
tion that criticism of the joint declara- 
tion will undermine confidence, di- 
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rectly affecting Hongkong's prosperity 
and stability. 

I refuse to accept that China will not 
tolerate constructive criticism. Nor do 
I agree that pointing out the pitfalls in 
the draft agreement undermines confi- 
dence. The truth is, if we dare not 
speak freely now, what hope is there 
for the future? Many community and 
business leaders have publicly wel- 
comed the joint declaration, but many 
privately admit they still harbour deep 
reservations, but maintain "there is no 
choice." In short, there is a good deal of 
hypocrisy, mistrust and lack of can- 
dour. This is no basis for building a 
bright future. 

For 140 years we have left the run- 
ning of the territory to the British. 
Most Hongkong people just wanted to 
make money ànd get out. With the ini- 
tialling of the joint declaration, the 
British have to leave in less than 13 
years, and the local people must move 
in to fill the power vacuum. China has 
offered to give Hongkong a high degree 
of autonomy after 1997 and has re- 
peatedly urged the local people to get 
involved in public affairs. 

I donot doubt China'ssincerity, but I 
also believe that if the Hongkong peo- 
ple prove that they are incapable of 
running the territory efficiently, Pe- 
king will be forced to interfere. I came 
back to Hongkong to contribute what- 
everIcanto the transition period. I be- 
lieve Hongkong can have a bright fu- 
ture if we all work together for the 
common good. That demands a com- 
mitment from us which the colonial 
administration has never demanded 
before. 

From my observations in the past 
eight months, there are people who 
genuinely want to do something for the 
territory, but they are painfully few in 
number. But no matter what, we have 
to give it a go and we cannot afford to 
lose. We must look to the future with a 
sense of purpose, and commenting 
constructively on the joint declaration 
is a good way to start. 


hile most people in Hongkong ac- 

cept that certain basic principles 
contained in the draft agreement can- 
not be changed, such as the transfer 
of sovereignty and administration to 
China in 1997, many simply do not be- 
lieve that China is totally against any 
amendments. Even the conservative 
Chinese Manufacturers’ Association 
(CMA) said change of the draft agree- 
ment should not be rejected outright. 
“Any proposed amendment with the 
intention to nullify the document of 
course will be a different proposition. 
But constructive Bs deest 
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tent with the principles of the draft 
agreement should be accepted," said 
the CMA. V 

It is significant that it is the British 
who have so emphatically declared 
again and again that the joint declara- 
tion cannot be changed, while the 
Chinese have been playing it very low 
key. As one diplomat said: “The British 
just want to wash their hands of Hong- 
kong. They have had enough and all 
they want is to get out," This view is 
also shared by some.unofficial (non- 
civil servant) legislative councillors, 
who privately say the British want to 
withdraw from the territory as soon as 
possible and cannot be relied on any 
more. d 

Less than four months ago, several 
senior Executive Council unofficials 
told me they did nof trust the com- 
munists at all. Neither did they believe 
that Hongkong has any future after 
1997. One Legislative Council (Legco) 
unofficial said she would not be sur- 
prised if there was another Cultural 
Revolution in China next year. Sadly, 
these government-appointed unoffi- 
cials do not have the courage to speak 
their minds publicly. 

The same sentiment of betrayal was 
expressed in this column in October: 
"As everyone in Hongkong knows, Bri- 
tain has long since betrayed its trust 
and shuffled off any sense of moral 
duty to the people of Hongkong, what- 
ever Prime | Minister Margaret 
Thatcher may claim... The price of the 
Sino-British agreement was the cut- 
ting of all ties with Britain." 

Since Britain is looking for an hon- 
ourable withdrawal, the Hongkong 
issue, of necessity, must receive par- 
liamentary approval. For the purpose 
of the parliamentary debate in De- 
cember, an Assessment Office was set 
up in September to collect and collate 
Hongkong public opinion. Since then 
it has been thoroughly discredited, 
being labelled as a “charade to mask a 
diplomatic defeat," “a farce" and “a 
sick joke.” 

British Foreign Secretary Sir Geof- 
frey Howe has leapt to its defence. He 
said the views of the Hongkong people 
“will be of value in our continuing dis- 
cussions with the Chinese, particularly 
in the joint-liaison group.” Hongkong 
Government officials also privately 
maintained that clarifications and 
supplements to the joint declaration 
are almost inevitable, but the British 
do not want to raise this now because 
they do not want to arouse Chinese 
suspicion. Officials also agree that the 
Assessment Office is “window dress- 
ing for parliament” and serves no use- 
ful purpose. But the charade must go 
on. 

However, if only the British officials 
knew how difficult it is to rally support 
for a concerted opposition to the draft 
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accord and if only they had more confi- 
dence in the joint declaration them- 
selves, they would not have treated us 
in such a high-handed manner. 

There was nothing to lose and a lot of 
goodwill to gain by telling us from the 
very start that explanations and 
clarifications to the joint declaration 
are not only possible but almost inevi- 
table since there is no way that a 34- 
page document can adequately set out 
the framework for the SAR after 1997. 
But the British Government was not 
prepared to take any chances. The joint 
declaration had to be forced through at 
any cost. 

Before the initialling of the joint 
declaration, some unofficials express- 
ed concern that the Hongkong people 
might not have the courage to com- 
ment freely on the draft accord. Such 





€ The problems facing 
Hongkong in the transition 
period are immense but by no 
means insurmountable . . . 
Hongkong people must... 
realise that unity is strength, 
that only from a position of 
strength can the people 
influence government 
policies. 9 





worry, of course, was legitimate and 
real. Given the fact that many people 
would have to stay in Hongkong after 
1997, many have decided not to speak 
for fear of future political reprisals. 

Since the unofficials are not un- 
aware of the people's fears and aspira- 
tions, it was most disappointing to see 
them standing up one after another 
(with the exception of John Swaine 
and Chan Kam-chuen) in à recent 
Legco debate to declare their support 
for the joint declaration. Some even 
tried to pre-empt the Assessment Of- 
fice's report. 
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“I think the general impression that 3 
all of us have gained from public and 
private discussion of the agreement 
since it was published," said Lydia 
Dunn, “is that it will prove acceptable 
to the majority of the people of Hong- 
kong and that it will, therefore, in due 
course be ratified and come into effect 
some time before the end of June next 
year.” 

During the debate some unofficials 
highlighted areas of concern in the 
draft agreement, including the issues - 
of "one country, two systems," Hong- 
kong people's participation in the — 
drafting of the basic law, nationality, © 
conscription into the People's Libera- 
tion Army and structure of the SAR 
government. In the interest of Hong- 
kong, they could have said that they 
would support the joint declaration if 
they received satisfactory replies to 
their queries and if those replies would. 7 
be incorporated into the joint declara- 
tion. 


am 





t is important that the unofficials 4 

should speak out on behalf of Honga a 
kong people because. as they them- — 
selves realise, though many people 
have deep reservations. thev dare not 
openly express them. Those with the 
most obvious misgivings are the anti- 
communist diehards, mostly people 
who have suffered directly or m- | 
directly under the Chinese regime. 
These people have very bitter 
memories. 

They have no faith in Peking and will 
neither forgive nor forget. But most of 
them have nowhere to go. So it S5 
highly unlikely that they will openly 
express their reservation and fear. 
These people are deeply disturbed by 
the joint declaration but can only look 
on silently and helplessly. 

There are others who can probably 
get out if the going gets rough. How- 
ever, they are equally disinclined to 
speak frankly because they do not 
want to upset the economic applecart. 
Such people are foolish and selfish. | 
They think that if the cracks are pa- 
pered over, the problems will not affect 
them. Like many, they do not believe 
Hongkong has a long-term future, but 
are determined to make as much _ 
money as they can in the next few 9 
years. There are also those who cannot © 
leave but maintain that they do not 
care who administers Hongkong. This 
is either sheer stupidity or deliberate 
abdication of their rights. 

The problems facing Hongkong in 
the transition period are immense but 
by no means insurmountable. The col- 
onial government has to withdraw in 
less than 13 years. Peking may inter- 
fere in the local administration. Many 
Hongkong people are selfish, hypocrit- 
ical and two-faced. However, I believe 
that many Hongkong people genuinely 
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анаи has Vidi an encourag- 
ing basis for future development. 
The Hongkong people must now 
- learn to get organised politically. They 
_ must realise that unity is strength, that 
only from a position of strength can the 
- people influence government policies. 
A number of semi- -political groups 
| have been formed in response to the 
- 1997 challenge. Some are embryonic 
_ political parties. In fact the rise of poli- 
- tical parties is inevitable and should be 
- encouraged. 
Some people say party politics are 
divisive and may undermine confi- 
. dence. However, if the rest of the world 
is to have confidence in us, we must 
` first have confidence in ourselves. And 
such confidence can best be main- 
tained by a representative government 
— which is directly accountable to the 
. people. 
— To achieve this, the Hongkong peo- 
de must start getting involved in pub- 
€ affairs. Running in elections to the 
- various boards and councils is the ob- 
vious, but by no means the only, way. 
- Others can help by j joining the civil ser- 
vice, whose importance in the transi- 
^ tion period cannot be over-em- 
| phasised. 




















B esides fighting for participation in 
@ the drafting of the basic law, the 
_ Hongkong people also must be pre- 
- pared to help in the translation of 
_ existing Hongkong laws into Chinese, 
| which is a huge task. Changes also will 
have to be made to the colonial educa- 
| tion system. Bilateral and multilateral 
economic and cultural agreements 
with other countries will have to be re- 
legotiated. Expertise in all these areas 
be needed. The Hongkong people 
— must be prepared to give their time and 
_ their energy to these worthwhile 
Causes. 
| But first and foremost, Hongkong 
needs political leaders who have the 
- support of the people and who have the 
integrity and courage to stand up to 
Peking if the Chinese leadership de- 
cides to act unreasonably. I agree with 
— Dick Wilson, former editor of the 
REVIEW, that there may be a tendency 
_ “for the small-town politics of Hong- 

- kong in the 1990s to fall apart into fac- 
tional struggles and rivalries, allowing 
- the Chinese Communist Party to gain 
_ its own way in Hongkong rather easily 
through playing one interest group off 
against another." Our challenge is to 
prevent such a fatal scenario. 

The task before the Hongkong peo- 
_ ple is immense and fraught with dif- 
— ficulties. This is all the more reason for 
identifying the problems now and dis- 
cussing them frankly. They must be 
faced if we genuinely want to have a 
— future after 1997. We have less than 13 

years — not a long time. Only with de- 
dication and commitment can we suc- 


ceed. п 
34: 


dir. 


7 hat context the joint 


TEE sx ia 
A FOREIGN RELATIO NS p 


Who killed Henry Liu? 


os” un Ре: 


= 
~~ 






The unsolved murder of Chiang’s biographer raises questions 
about Taipei’s clandestine activities in the US 


By Robert Manning in Washington 


he murder of prominent Chinese- 

American journalist Liu Yi-liang, 
also known as Henry Liu, in front of his 
suburban San Francisco home on 15 
October is still unsolved, with local 
police and Federal Bureau of Investi- 
gation (FBI) officials pursuing a 
number of leads — including the possi- 
bility that Taiwan Government agents 
may have been responsible. 

The murder of Liu, who wrote under 
the pen name Chiang Nan, has received 
unprecedented coverage in Peking's 
official press as well as in the Overseas 
Chinese press. The Chinese Embassy in 
Washington has raised the issue with 
officials of the administration of Presi- 
dent Ronald Reagan and has urged 





United States authorities to solve the 
case as soon as possible. 

Unconfirmed reports from usually 
reliable sources suggest that several 


former intelligence agents from 
Taiwan who entered the US with false 
passports are suspected of being in- 
volved in the murder. The FBI is look- 
ing into reports that these agents may 
have been involved, but the reports are 
described by well-placed sources as 
"being only in the rumour stage. " 

Several US officials said in inter- 
views that they were unfamiliar with 
these reports and sceptical of any in- 
volvement by Taipei. Donald McCar- 
thy, a detective of the police depart- 
ment in Daly City, the San Francisco 
suburb where Liu was killed, said in an 
interview that investigators have pur- 
sued a number of leads "but so far no- 
thing major has developed and we have 
no suspects.” 


What is known is that two men de- 
scribed by local police as Asian in ap- 
pearance, riding bicycles and wearing 
hooded sweatshirts, shot Liu as he was 
leaving his home. The men were seen 
near Liu's house on the morning of the 
murder and on the day before the kill- 
ing. As no attempt was made to rob 
Liu, police suspect a personal or politi- 
cal motive. Two bicycles found near 
the Liu home comprise the only solid 
clues the police have in the case. 

Liu, who was born in China and has 
a brother living in Nanjing, had writ- 
ten a number of books and articles crit- 
ical of Taipei, including a 1975 biog- 
raphy of Taiwan President Chiang 
Ching-kuo, a revised version of which 
was serialised in July in The Tribune, a 
Los Angeles-based Chinese-language 
newspaper, and published in book 
form in August. Liu had lived in 
Taiwan from 1948-67 and was trained 
in Taiwan's ruling Kuomintang's 
(KMT) General Political Warfare De- 
partment, where he had contact with 
Taiwan intelligence officials and 
Chiang. While undertaking graduate 
studies in the US, he worked as a re- 
porter for Taiwan Daily News. 

Liu grew increasingly critical of 
Taipei in his writing and later made 
several trips to China. He returned on 
26 September from China, where he 
had been working on а biography of 
Lung Yun, governor of Yunnan pro- 
vince from 1928-45. Lung, who had 
been placed under house arrest by the 
KMT near the end of China's civil war, 
later returned to Peking to become one 
of the few non-communists to hold im- 
portant positions in the Chinese Gov- 
ernment, 

US officials have confirmed reports 
that Taipei had tried on several occa- 
sions to prevent Liu's trips to China. 
Moreover, Van Lung, the son of Lung 
Yun and a close friend of Liu, said in an 
interview that Taiwan agents had of- 
fered Liu payoffs of US$40,000 not to 
publish the Chiang biography. 

Taipei officials and a former editor 
of the Taiwan Daily News had ap- 
proached Liu at various times to ask 
him to soften the book and even to de- 
lete some critical portions of it. Ironi- 
cally, the updated edition of the biog- 
raphy ts much gentler on Chiang than 
the earlier one. It omits such contro- 
versial material as allegations that 
Chiang has illegitimate children and 
conveys understanding and some 
praise for the president. 

While a number of Liu's acquaint- 
ances said that Taipei considered the 
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The new CD Player B225. Another step into the future. 
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u’s death provokes memories 
of earlier incidents 
folving critics of the КМТ 


Carl Goldstein in Taipei 

ie murder of Liu Yi- liang i is widely 
issumed among those in Taiwan 
miliar with his writing to have been 
li cally inspired. Two opposition 














it extremist elements with links to 
iwan's security agencies committed 
' crime to silence Liu's criticisms of 


intang (KMT). 
g a more cautious attitude, sim- 
hoping the FBI can solve the case 
kly. 

Foreign Ministry spokesman reit- 
ted the earlier denial of any in- 














































iter a turncoat, it is not clear what 
ght have motivated such extreme 
ion as murder. Some Chinese-Ame- 
ans suggest that the object of KMT 
ern тау have been Liu's uncom- 
ed biography of Wu Kuo-chen, 
had been mayor of Shanghai in 
› 1940s and later became Taiwan's 
ncial governor after the КМТ fled 
aiwan. Wu resigned his post in 
and went to the US, reportedly 
EU a power struggle with 


1 Eder UN Mae him add it is pos- 
these sources say, that Liu had 
-overed some damaging evidence to 
ort the charge. An article about 
by Liu, under his pen name, ap- 
ed in the July and August issues of 
opposition magazine China Tide 
w, which was subsequently ban- 





u also had planned a biography of 
i-jen. a former general and com- 
nder-in-chief of the late Chiang 
i-shek's КМТ army, who was later 
used of betraying the generalis- 
nd placed under house arrest. 
re is much anger in the Chinese- 
erican community and suspicion 
t Taipei is behind the murder. This 
the mood discerned from interviews 
ith a cross-section of leaders of 
nese-American and Taiwanese in- 
pendence groups. But US officials 
ain dubious about claims of a 
awan connection. 
t Liu was not involved in the 
wan Independence Movement 
| and had written RO critical 





lo eover, US RAE say that such 
itrageous terrorist act — eens a 
id |. on American soil - — WOU 


gazines have raised the possibility - 


They point out. 





























«Movement members or | 
munist elements who seek to discredit 
| the Taipei government. | | 


! | providing an: inforr 
esident Chiang Ching-kuo and the | 
But others are 


be unprecedented and could carry with 





















petrated by Taiwan 


Liu Was not i a well- ll-known f ыр 








of Chiang — is banned on the island. 
The local press had treated his death as 
a straightforward murder without 
1 nation on th P і 






tical backdrop. 


` Nonetheless, the айан has aroused. 


painful memories of the still-unsolved 
murder of ‘anti-government activist 
Lin Yi-hsiung’s three family members 
in 1980 and the death of Chen Wen- 
cheng in 1981. follo ving his inter- 


it grave consequences. “It’s one thing 
to knock off people in Taiwan, but 
doing so here is a very different matter 
and would have severe repercussions 
for Taiwan.” a US official said. 

Officials of the Coordinating Coun- 
cil for North American Affairs 
(CCNAA). Taipei's unofficial “em- 
bassv" in Washington, claim по 
knowledge of the Liu murder. How- 
ever, the KMT does maintain an elabo- 
rate intelligence network in the US. 
The CCNAA has nine branch offices 
across the US which serve as nerve 
centres for surveillance and other ac- 
tivities. In addition there is the over- 
seas branch of the KMT, which is also 
active here. : 


US Senate staff report done in 1979, 

which was never made public but 
was made available to the REVIEW by 
Washington syndicated columnist 
Jack Anderson, cites CIA estimates 
that Taipei has 45 full-time intelli- 
gence agents in the US, with at least a 
dozen of them on US university cam- 
puses. The FBI, the report says, esti- 
mated that some 25 KMT agents ope- 
rated on US campuses. The report also 
details the organisational network of 
Taiwan's monitoring and surveillance 
activities in the. US. ‘There are some 
22,000 students | from Taiwan in the 
US. 

The report also discusses the surveil- 
lance. harassment and infiltration of 
Chinese-American. organisations by 
KMT agents. Perhaps most ominously, 
the report raises “the possibility that 
the Republic of China could carry out 





violent acts in the US against individu- 


als" here. 
Concern over the activities . of 
Taipei's US intelligence network was 


His major bock- а: a critica put si eat | 























leftist in Chine: 
States. 
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having used. 


` sition, particu; 
| after the government's retreat to 


doesr 








ontrol of the KMT's 
security organs tó cement his own po- 
rly in the early 1950s 


Taiwan. : 

A. native of Jiangsu province, Liu 
was the child of landowning parents 
said to have been killed during the 
land-reform movement conducted by 
the newly victorious Chinese Com- 
munist Party. Án ironic note to Liu's 
death is that he s not considered a 
n the United 










A university обшо! in Taipei who 
visited him recently - said he main- 
tained ties with a wide range of literary 
and political figures, including active 
and retired KMT officials and noted 
mainland w ch as Ai Qing and 
Wang Meng. e ж 


















raised by the stil ur ived death of 
Chen Wen-chen in July 1981. A 
Taiwan citizen residing in the US, 
Chen had taught at Carnegie- Mellon 
University in. Pittsburgh. He was 
found dead after being. interrogated 
for 13 hours by authorities in Taipei, 
where he was visiting his family. _ 

Taipei said Chen's death was a 
suicide — that he fell-from the 13th 
floor of the building near which his 
body was found, However. an autopsy 
indicated that. he might have been 
murdered. as was widely believed. 
Chen had been active i the TIM. The 
state Department, in:cables that were 
leaked in the months. after Chen's 
death. expressed. doubt about the 
Taiwan Government's version of 
events, ! 

An outcry in the. US. Congr ess after 
Chen's death resulted іп legislation 
which bars arms sales ^to any country 
determined by the president to be en- 
gaged in a consistent pattern of acts of 
intimidation or harassment directed 
against individuals іп the United 
States." US officialssaid that if it were 
proven that Taiwan was involved in 
the Liu murder, there would likely be 
congressional hearings to establish 
evidence of a consistent pattern of be- 
haviour which could. lead to a serious 
erosion of unofficial US-Taiwan rela- 
tions. o 

US officials say that Liu, who also 
owned two gift shops in the San Fran- 
cisco area, had a “wide range of con- 
tacts” and privately- suggest that 
Chinese gangs or dru ug dealers might 
have been involved. in his murder. 
When pr essed, a US official said pri- 
vately in regard to ossible ише їп- 
volvement: 3 r 
think i it i ; 
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First Class? No, Economy. chair instead of a Tourist Class seat. 


In our 747s, there are only 8 seats 
It's simple. Book yourself on SAS First abreast. In our DC-10s, just 7. 
Business Class. You get 38 inches of legroom instead of 
We seat you in a spacious, restful cabin 34 inches. 
instead of behind a curtain. You dine on china instead of plastic. 
You can relax in a next-to-First Class You drink from a real glass instead of a 








plastic cup. Tokyo and three non-stops from Singa- 
You're provided with electronic head- pore/Bangkok. And friendly Copenhagen 
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A new path for power in Zambia 
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The overhead electrical bars you 
see here have allowed the Zambia 
Consolidated Copper Mines to replace 
70% of these trucks’ costly diesel fuel 
with less expensive electrical power. 
With 33 motorized wheel-drive trucks 
so equipped, overall productivity has 
increased dramatically. 

This innovative power delivery 
system was created specifically for the 
Zambian mine by General Electric. The 
mine’s truck fleet now switches from 


diesel power to electrical power when 
hauling up steep grades. Less diesel fuel 
is needed to move more tons per hour, 

so the cost per ton is reduced. The 
steeper the grade, the greater the savings. 
Truck maintenance and the number 

of refueling stops are also reduced. 

In order to have the new system 
working within three months, General 
Electric mining specialists traveled to 
Zambia where they helped to install, 
test and start up the system. They also 





trained a maintenance workforce. 

Because this project was especially 
important to the Zambians, it was espe- 
cially important to GE. We are proud to 
have helped build greater prosperity in 
their country. 
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Using your own information, 
the analysis looks at machine 
ownership costs {initial price, 
interest payments, trade-in value, 
еіс). Then operating 
expenses, revenues and 
profits are projected. 

The result is a clear, 

: objective picture of the 
value gained by investing in one machine 


If you buy, lease or finance heavy | 
equipment, this message could Jegi 
mean extra revenue and extra 
profit. 

Equipment investment 
is a significant capital 
expenditure expected to < 
produce maximum return. * 
Unfortunately, equipment." à 
which costs thousands of dollars. 


less to buy often ends up costing versus another. 
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Dealer can help you make objective, It's quick, it's free and it's another 

definitive comparisons before you buy. customer benefit from the industry leader 


Equipment Investment Analysis 
provides a free, no-obligation tool a 
comparing any two machines head on. The Standard of Value 
And, it is tailored to your specific 
operation. 
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Schiphol Win-on-the-Way 


A new “Thank-you for flying via 
Schiphol” action, introduced by the Holland 
Promotion Foundation. Running from 


October 28, 1984 to March 23, 1985. 


US 5 500,000 in fabulous gifts 
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@ I FEAR I cannot report that I 
gathered much political stimulation 
in the couple of weeks I spent in the 


United States prior to Ronald 
Reagan’s landslide election victory. 
Other democracies manage to make a 
reasonable choice based on the issues 
and the personalities of candidates 
for high office within a matter of 
weeks, and I have never understood 
why Americans need 18 months and 
the expenditure of so much money 
and energy before they are ready to 
go to the polls. By the time I landed on 
American soil, I had already become 
surfeited and bored by the electoral 
carnival — though separated from it 
by the width of the Pacific. 

But I must admit the Americans I 
met were still avidly devouring the 
endless election reports and com- 
mentaries in the press and on the TV 
screens. I watched the second undis- 
tinguished televised debate between 
a dull, tired and unimpressive Walter 
Mondale and a bumbling, uncertain 
president who appeared to be mouth- 
ing half-forgotten scripts (he urged 
voters to reject the weaknesses of the 
past four years). 

The post-mortems on this simulac- 
rum of a debate went on for days: 
most agreed that Mondale had failed 
to- deliver the necessary knockout 
punch, but that Reagan had scored 
with his one-liner about not making 
age — the youth and inexperience of 
his opponent — an election issue. As 
someone remarked, if presidents are 


-elected on the basis of an ability to 


deliver rehearsed one-liners, Bob 
Hope should be in the White House. 
e RELATIONS with Asia, of course, 
hardly featured as an issue. However, 
the future of the Philippines and the 
US bases there was raised during the 
final debate. Although, only shortly 
before, Reagan had kept the visiting 
Imelda Marcos at arm's length and 
pointedly welcomed Cardinal Jaime 
Sin, he appeared to believe that the 
only alternative to Marcos was a 
leftwing regime hostile to the US. 

Nor were the vice-presidential 
candidates impressive. During her 
debate with Vice-President George 
Bush, Geraldine Ferraro surely miss- 
ed an opportunity of reminding him 
that not too long ago in Manila he had 
extravagantly praised President Fer- 
dinand Marcos' dedication to democ- 
racy. 

Some liberals became somewhat 
irritated when I had to report that, 
viewed from East Asia, Reagan was 
the better choice — albeit for nega- 
tive reasons: the White House "crisis 
management" team has been preoc- 
cupied with Moscow, Europe, the 
Middle East and Central America; 
thus relations with East Asia have 


been in the hands of professionals 
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and have never been better (except 
for resentment against the viciously 
unfair imposition of country-of-ori- 
gin restrictions on textiles imports 
which, now that he's safely back in 
the White House, Reagan could 
quietly drop). Mondale, on the other 
hand, stood on a myopically protec- 
tionist ticket. 

@ PERHAPS the landslide would not 
have been so overwhelming if every 
American voter had been required to 
read a marvellous little book com- 
piled by Mark Green and Gail Mac- 
Coll entitled There He Goes Again: 
Ronald Reagan’s Reign of Error, 
which with scholastic care charts the 
hundreds of mistakes, gaffes and re- 
peated misrepresentations of statis- 
tics and historical facts which 
Reagan has uttered since he entered 
politics. 

On Vietnam it records his 1978 dec- 
laration that “there were two Viet- 
nams, North and South; they had 
been separate nations for centuries”; 
his allegation that it was Ho Chi Minh 


who refused to hold elections after | 


the partitioning of Vietnam in 1954 
(it was of course the South, with the 
support of the US); his deathless 1965 
utterance, "We should declare war on 
North Vietnam... We could pave the 
whole country and put parking strips 
on it and still be home by Christmas”; 
his claim (completely wrong) that US 
veterans of the Vietnam War did not 
benefit from the GI bill, and his final 
description of the Vietnam War as “a 
noble cause.” 

Occasionally direct experience 
complicated his impression that the 
world is divided into communist (and 
pro-communist) states on the one 
hand and democratic ones — the lat- 
ter including, of course, all the anti- 
communist dictatorships — on the 
other. In 1982 Reagan described his 
visit to Latin America “to find out 
from them” and learn their views. 
"You'd be surprised," he said. 
"They're all individual countries. " 

In 1982, Reagan praised the inven- 
tor of Rubik's Cube as exemplifying 
the virtues of American free enter- 
prise. The inventor of the cube was of 
course Erno Rubik, a Hungarian pro- 
fessor living in (communist) Buda- 
pest. I must say that episode re- 
minded me of my own meeting with 
Reagan when he described a farming 
family he had just visited outside 
Shanghai who had saved up to build 
their own house and were saving 
further to buy better furniture. The 
president commented: "It sounded 
very American." I forbore from re- 
marking that people all over the 
world were saving up for a house and 
furniture. 

And so on — on relations with the 
Soviet Union, defence, big govern- 
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ment (Mussolini and Italian fascism 
directly inspired Roosevelt's New 
Deal, while John Kennedy — a man 
he praises today — owed his political 
philosophy to both Karl Marx and - 


Adolf Hitler), taxes, economic policy | 


and the deficit (as he says, there is no 
connection between the deficit and 
interest rates), unemployment, 
energy ("Nuclear power is the 
cleanest, the most efficient and the 
most economical energy source, with 
no environmental problems" 
wrong, wrong, wrong and wrong 
again) and the environment — in- 
cluding his vision of "killer trees. " 
This was his 1980 claim that “ap- 
proximately 80% of our air pollution 
stems from hydrocarbons released by 
vegetation." A month later, answer- 
ing the derision this remark oc- 
casioned, he denied it: "First of all, I 
didn't say 80%, I said 92%, 93%, par- 
don me. And I didn't say air pollution. 
I said oxides of nitrogen.” 
€ BUT the American electorate 
chose to ignore what the president 
has said and to judge him by what he 
has done. And, despite his wobbly 
economics, his hawkish views on the 
nuclear confrontation and the inter- 
ference in Central America, the coun- 
try has emerged from a recession and 
is still at peace. And he's a nice guy. 
e TALKING of Cardinal Jaime Sin, 
as I did above, innumerable jokes 
about his name have been made, back 
to the days when a lot of people 
thought his promotion to red-hat 
status was inexcusably delayed be- 
cause of the Vatican's unwillingness 
to have a Cardinal Sin in its upper 
ranks. His recent visit to China, how- 
ever, produced a variation in the 
shape of a caption in the China Daily 
to a photograph showing him being 
greeted by a Chinese colleague: 


Bishop of Beijing 
embraces Sin 


But the best crack of all was pro- 

duced by an unnamed member of the 
cardinal's entourage who, comment- 
ing on the present situation in the 
Philippines, said: "To Ver is human, 
to Sin divine.” 
e POST offices are not usually given 
to romance or poetry, but in the US 
just now letters are being franked 
with an invitation to fall in love. Will 
Reagan's second term see a return to 
flower power? 
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China uses patriotism to encourage the support of its overseas sons 


By lan Buruma in Xiamen 


he harbour of Xiamen (also known 
T: Amoy), one of the old Chinese 

treaty ports and a haven of pirates, 
opium traders and slavers, was the last 
many Chinese saw of their native land. 
During the 19th century, lack of space 
and resources literally squeezed peo- 
ple out of Fujian and Guangdong pro- 
vinces, resulting in the brutal coolie 
trade to plantations as far afield as 
Cuba and Peru. The Chinese diaspora 
led to roughly 20 million Overseas 
Chinese being scattered all over the 
world today. 

While famines and civil wars con- 
tinued to drive people away in the 19th 
century, rubber- and tin-rich Malaya 
attracted many adventurers too. The 
attitudes of Chinese governments in 
the past have varied from punishing 
would-be emigrants by beheading 
them to luring wealthy Overseas 
Chinese back home with attractive in- 
centives. 

When a large number of Chinese was 
massacred in Batavia (now 
Jakarta) in 1740, Emperor 
Qian Long said he was 
“little solicitous for the 
fate of unworthy subjects 
who, in the pursuit of 
lucre, had quit their coun- 
try and abandoned the 
tombs of their ancestors.” 
In 1899, however, Em- 
peror Kuang Hsu issued 
an edict requesting pro- 
vincial governers “to take 
under their special pro- 
tection all who should re- 
turn to their homes from 
residence abroad so that 
they might enjoy in peace 
their earnings in foreign 
lands.” These attitudes, 
at one time or another, 
have been reflected by 
Chinese Government pol- 
icies to this day. 

After the fall of the 


You love the 
` motherland, 

` but does the | 
- motherland 


love you?? 


— Bai Hua’s 
Unrequited love 





Huang mansion: in government hands. 


Gang of Four, policies towards Over- 
seas Chinese have changed from bully- 
ing people for their overseas family 
connections to courting those connec- 
tions for their money: specifically to 
help finance China's Four Modernisa- 
tions. Some have Берип to do so. 
Steyner Huang, а Chinese-American 
businessman from Cleveland, Ohio, re- 
turned in 1979 to Xiamen, his native 
town, to build a zipper factory. It has 
vielded no profits so far, but he did it, 
"because it's my home town." He ex- 
plained: "This desire to come back and 
do something for the country is in the 
heart of every Chinese." 

It is precisely this type of patriotism 
that the Chinese Government now 
wishes to encourage — rather blatant- 
ly in cities such as Xiamen where so 
many Overseas Chinese originated. 
Slogans such as "Patriotism is China's 
Most Glorious Tradition" are promi- 
nently displayed. Right next to the en- 
trance of the Overseas Chinese Hotel — 
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Call of the motherlan 





one of the highest and; newest build- 
ings in town — is a.huge poster put up 
by the Hongkong and Shanghai Bank 
advising those "who wish to. support 
the Four Modernisations" where to 
contact the bank’s»nearest branch. 
Nearby is another/poster extolling the 
necessity for .;neunification with, 
Taiwan and Hongkong, appealing to” 
the same patriotic sentiments: “Alli 
Descendants of ihe Yellow Emperor 
Unite! " artt 

Patriotism even has à: patron saint in: 
Xiamen, an: Overseas. Chinese hero: 
held up as a shining example to the 


| 50,000 tourists visiting their ancestral 





land this year. Chen Jiageng (1874- 
1961), better known overseas as Tan 
Kah Kee, arrived-in-Malaya at the ager 
of 17, penniless;; He built a business 
empire in Singapore, owning news- 
papers, rubber plantations, shipping 
companies, factories, and property. He 
then carried every good Chinese son's 
desire — to do good for his home town 





Those homes 
back home - 


Q uite a few Chinese did well enough 
abroad to return home and enjey 
their earnings in peace, especially dur- 
ing the 1910s and 1920s. Their huge 
mansions on Gulangyu, a small island 
facing Xiamen, still can be seen. They 
are now mostly used as schools, police 
headquarters or army barracks. The 
history of one of the grandest mansions 
of them all tells us much about the 
peculiar hot and cold relationship юѓ 
China and its overseas sons. 

It once belonged to a man called 
Huang Yizhu, who began his career in 
the 1880s. as a barber in Langan; a 
small town in Fujian province. After 
moving to Xiamen, he set off with a 
friend to Java. In 1919 he returned to 
Xiamen as one of the 10 richest men in 
China, having made a fortune in sugar 
and rubber. 

He was also an inveterate builder of 
houses, completing a sprawling com- 
plex of mansions for his family on 
Gulangyu in, 1921. They were built 
by a British-architect in the typical 
neo-classical,: colonial-Mediterranean 
style of the period. The Prince of 
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— to extreme lengths; not only did he 
build a school in his old village near 
Xiamen, but he built an entire new 
town as a kind of monument to his suc- 
cess. К 9 

Jimei, the town Chen built just 
across the causeway from Xiamen, has 
more than 70 schools, all built in the 
grandiose neo-classical style favoured 
by wealthy Chinese merchants. Jimei 
also sports а marine college, several 
gymnasiums, hospitals, a fire brigade 
and a huge Gothic tower with sloping 
Chinese roofs: There is also a great, 
phallic martyrs' memorial, and next to 
itis Tan'stomb which he spent 10 years 
designing himself, the walls bearing 
Tan's life story chiselled in relief. 
Looking at all this and the statue of 
Tan, with his cane and panama hat, it 
is hard to imagine that this was the 
man to whom the late chairman Mao 
Zedong, as a mark of great distinction, 
bestowed the title: "Banner of the 


Overseas Chinese, Glory of the Peo- 
ple." 


hat exactly is the kind of pa- 


үү: exemplified by this 
great philanthropist? What is 
this pervasive tie to the Chinese 
motherland, this tenacious insistence, 


from Sydney to Amsterdam, on Chin- 
eseness? Is it a question of race, cul- 






Wales, among others, was entertained 
in Huang’s house and Chiang Kai-shek 
spent his last night there, before flee- 
ing to Taiwan. Huang was no longer 
alive then, however, having died in 
Hongkong in 1943. He left 20 children 
and six wives, one of whom lived in the 
Gulangyu house until 1949 when she 
escaped the communists with her son 
Huang Shihua. 

The house was appropriated by the 
government and became a rest and rec- 
reation centre for top Chinese leaders. 
(Mao Zedong, according to Huang 
Shihua, was the only leader who never 
stayed there.) | 

Goaded by the Overseas Chinese As- 
sociation, the Chinese Government has 
decided to return properties to their 
previous owners. There is a catch, 
however: the family has to be unani- 
mous in wanting their property back. It 
is not always easy to persuade relatives 
dispersed all over the world to take on 
properties — often ones which are very 
expensive to maintain — in China. 

Even if unanimity is reached, there 
remains the problem of getting the pre- 
sent occupants — often a number of 
families — out. This can cost both 
money and goodwill, as local residents 
resent being pushed around by Over- 
seas Chinese, who had been denounced 
as m capitalist landlords for de- 
cades. 
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ture, politics, family or ancestors? It is, 
by all accounts, a mixture of all these 
things. Some Overseas Chinese get 
quite misty-eyed about it, such as an 
Indonesian writing in a Hongkong 
magazine: “Back in my southern 
hemisphere, I feel the wind of the night 
in my face and lean out of my window, 
looking longingly at the stars — I pray 
with all my heart for the glory and 
good fortune of my ancestral land.” 

Others, such as a Chinese-American 
writing in another Hongkong maga- 
zine, are more analytical: “‘China’ is a 
cultural entity which flows inces- 
santly, like the Yellow River, from its 
source all the way to the present time, 
and from here to a boundless future. 
This is the basic and unshakeable be- 
lief in the mind of every Chinese. It is 
also the strongest basis for Chinese 
nationalism. No matter which govern- 
ment is in power, people will not reject 
China, for there is always hope for a 
better future a hundred or more years 
from now." 

This explains why many Overseas 
Chinese with little or no sympathy for 
communism can still remain loyal 
*patriots" — sending money and in- 
vesting in factories in the people's re- 


public. The Chinese people are, in the | 
words of the same Chinese-American, | 


^an almost sacred and thus unassaila- 





The Huang mansion is still in the 
hands of the government and is used 
currently as a luxury rest-house, 








— 


where tourists can stay for Rmb 180 : 
(US$70) a night. When members of the | 


Huang family are in town, they are al- 
lowed to spend the night in their old 
house without paying. — IAN BURUMA 
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ble entity,” and whoever happens to 
represent them officially automati- 
cally commands support 

But what if there are two governs 
ments both claiming to represent the 
Chinese people, as has been the case 
during the past 35 years? Supporters of 
the Kuomintang (KMT) government, 
for example, often found it impossible 
to switch their allegiance to the сот 
munists after 1949. In North America, 
Chinese communities supported the 
КМТ — partly, perhaps, because any- 
thing else, especially during the Red- 
baiting 1950s, was dangerous. But, 
during the 1960s, there were many 
sympathisers with the communists too. 
And after the United States Govern- 
ment officially restored diplomatic re- 
lations with Peking in 1979, many 
Chinese-Americans, especially the 
younger ones, supported Peking. This 
often proved unpalatable to KMT 
loyalists, resulting in great political 
tensions in North American China- 
towns. 


just a political or even cultural 

one, however. The question of race 
comes into it too. Peter Sun, a close re- 
lative of the founder of the Chinese Re- 
public, Sun Yat-sen, is an American 
citizen and currently manages the 
luxurious Great Wall Hotel in Peking, 
According to Sun, Overseas Chinese 
hotel guests are treated differently to 
other tourists by his local staff. He 
claims: “When one Chinese looks at 
another, they feel part of the same 
family. Because of this there is not 
much effort to be polite or solicitous, 
and many Overseas Chinese tourists 
find the service here too casual. For- 
eigners — I mean Caucasians — are 
treated with more respect." 

The deeper reason for this, according 
to Sun, is a Chinese "psychological 
block which results from the lack of 
confidence of Chinese to express their 
feelings in a foreign language." The 
fact that many Overseas Chinese might 
not speak Chinese either, does not 
make any difference, says Sun, forthey 
are still Chinese at heart. A Chinese- 
speaking Caucasian cannot break 
through this barrier, because he "does 
not look Chinese." Asked whether a 
Chinese-speaking Japanese — from 
the same race after all — can, Sun 
maintains that he could not, for he is 
not “Chinese.” 

To be a member of the Chinese fami- 
ly outside China appears to be a bit like 
being Jewish. It is not so much a matter 
of nationhood, religion or, strictly 
speaking, race, as of a shared sense of 
history, myths, family ties and minor- 
ity status. There is often a wide gap be- 
tween the shared myths and the actual 
land of origin, between.the rea] China 
and. the idea of China. Despite the ef- 


T: concept of Chineseness is not 
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forts of such publications as Finding 
Family Roots (published by Great Wall 
Books), filled with gushing praise of 
the ancestral land by Chinese-Ameri- 
can root-seekers, many Overseas 
Chinese are shocked when confronted 
with the real China. 

Irene Law, for example, was brought 
up in Vancouver according to strict 
Chinese principles by her rather 
chauvinistic parents, both of whom 
were born in China. In Canada she was 
not supposed to socialise with people 
who were not of Chinese stock. She 
first came to China — much to her par- 
ents’ delight — several years ago. She 
was horrified to find that there was 
“nothing to identify with . . . all the 
stories my parents told me, all their old 
heroes, the traditional China I was 
raised with — it simply is not here." 


nd instead of being embraced by 
A: great Chinese family, many 
Overseas Chinese are exploited 
— often by their own relatives and, 
many claim, by the state itself. It is al- 
most a matter of course for Overseas 
Chinese visiting their ancestral land to 
be presented by relatives with shopping 
lists. Not only do people expect their 
overseas cousins to send them watches, 
hi-fi and TV sets, but the brands — 
usually the best money can buy — are 
specified. Failure to answer such re- 
quests leads to loss of family face. No 
wonder, then, that many Overseas Chi- 
nese now will go anywhere in China 
but to their ancestral villages. 

Nevertheless, remittances to rela- 
tives from Overseas Chinese still ac- 
count for a considerable percentage of 
China's foreign currency. This is an es- 
tablished tradition in China. From 
1877 until the Pacific War, China 
rarely had a trade surplus and money 
sent home from Overseas Chinese in 
Southeast Asia usually offset the de- 
ficits. The revolution of 1911 against 
the Qing dynasty was aided by large 
sums of money from abroad, and the 
war against Japan was financially sup- 
ported by overseas patriots. 

This type of financial aid did not 
cease after the communists took over. 
Remittances saved the Chinese econ- 
omy from complete collapse after the 
disastrous Great Leap Forward in 
1958. Relations with Overseas Chinese 
came to a stop during the Cultural Rev- 
olution. But things are back to normal 
again now, and China is as hungry for 
donations, remittances and invest- 
ments from Overseas Chinese as ever. 

The methods used to elicit such 
funds are not always as devious as dur- 
ing the early days of the communist 
revolution, when letters from poverty- 
stricken mothers pleaded for more 
money from overseas sons "or else we 
will be hurt by the party." In many 
cases these mothers were no longer 
alive when the letters were written in 
their name. Other emotions are often 
more subtly manipulated, however. 
Members of minorities, Chinese, 
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Jewish or otherwise, often long for the 
spiritual succour of their ancestral 
land, without actually desiring to 
move there. Hence patriotic senti- 
ments, compounded perhaps by guilt 
for being much better off than those 
left behind in the motherland, are easi- 
ly aroused and exploited. 

Much of the fund-raising among 
Overseas Chinese is done through the 
Overseas Chinese organisations. Weal- 
thy Overseas Chinese are requested, 
often in an indirect way, to donate 
money for such common welfare pro- 
jects as playgrounds, schools or culture 
centres to be built in their ancestral 
towns. 

The Chinese Government obviously 
needs investments badly, but the at- 
tempt to strengthen the ties between 
the ancestral land and Overseas 








Chinese is risky. In the first place it can 
breed resentment in China itself. Many 
Overseas Chinese working in,China 
feel that people are envious of their 
wealth — something which certainly 
fuelled the violence perpetrated 
against returned Overseas Chinese 
during the Cultural Revolution. One 
businesswoman of Chinese descent 
working in Peking said: “The Chinese 
use us and then stab us in the back 
when they find somebody better to 
exploit." 

An equally serious problem is the 
position of Overseas Chinese in their 
adopted countries. Like the Jews, 
Overseas Chinese often have been 
made scapegoats in times of national 
crisis; the massacres of Chinese in In- 
donesia during the 1960s were a par- 
ticularly ghastly example. Govern- 


Sino-Thai roots — from 


artisans and traders 


By Paisal Sricharatchanya in Bangkok 


fter several generations of inter- 

marriage, it has become increas- 
ingly difficult to distinguish people of 
Chinese descent from other Thais. The 
common practice of changing family 
names from Chinese to Thai blurs 
identification even more. (One indica- 
tion of Chinese lineage, however, is 





Thai surnames with four syllables or 
more.) The successful assimilation of 
Chinese here contrasts with the ex- 
perience of their compatriots else- 
where in Southeast Asia. Why would 
this be so? 

According to historical records, 
Chinese traders already were estab- 
lished in Laem Thong (Golden Penin- 
sula) — an ancient Thai reference to 
the present Peninsular Malaysia and 
areas upward — when the Thais moved 
into the territory from southern China 
in the 13th century. Early contacts 
were built largely on trade. There was 
tributary trade between the ancient 
Siamese kingdom of Sukhothai and 
the Mongol] court which — after a 
breakdown of several decades follow- 
ing the Ming dynasty's takeover in 
China — later resumed and expanded 
into private trade during the Ayutthya 
dynasty. 

In his book Chinese Society in Thai- 
land: An Analytical History, American 
scholar William Skinner writes that 
there is indirect evidence of Chinese 
assimilation here before the 15th cen- 


T in Southeast Asia are nervous 
about the supposed double loyalties of 
their Chinese citizens; they are afraid 
of money leaving the country and there 
are periodic s of spies and fifth 
columnists in their midst, working for 
Peking. Thailand is the only country in 
the region where the Chinese are al- 
most entirely assimilated. 

The slow integration of Chinese in 
many countries is caused partly by 
Chinese cultural attitudes, which tend 
to be conservative and exclusive, and 
partly by the host governments who 
often make it very hard for Chinese to 
naturalise. But the problem of split 
loyalties among Overseas Chinese is 
compounded by the changeable nature 
of Peking's policies. The status of 
Overseas Chinete stillis not clearly de- 
fined. ( | 





nese empire an ethnic Chinese 
was always considered to be 
Chinese — and thus: in theory entitled 
to Chinese Government protection — 
wherever he or she lived. (This law — 
jus sanguinis — is still upheld in Tai- 
wan.) Then premier Zhou Enlai, at the 
Bandung Conference of non-aligned 
nations in 1955, was the first Chinese 
leader to break with this tradition. He 
told Indonesians of. Chinese origin to 
choose the nationality of either In- 
.donesia or China. They should not hold 
dual nationality. 
Many Southeast Asian Chinese, 


۸ ccording to the laws of the Old Chi- 


tury. This theory is based on the as- 
sumption that Chinese, potters, first 
brought to Sukhothai around 1300, 
married Thai women and later took up 
other occupations, leading to a decline 
in Chinese influence-on Sangkhaloke 
pottery during the first half of the 15th 
century. 

The first significant Chinese influx 
in Thailand came during the reign of 
King Taksin (1767-82), a national hero 
— born of a Chinese father and a Thai 
mother — who fought off the Burmese 
invaders and re-unified the Siamese 
kingdom. Apart from a minority which 
fled political persecution, most Chi- 
nese emigrants in the 18th and 19th 
centuries left southern China for eco- 
nomic reasons. Stories of rich natural 
resources and easier means to make 
fortunes in Southeast Asia were well 
known, and the emigrants’ remittances 
added further testimony. 

Chinese immigrants filled a crucial 
gap in the feudal strueture during the 
early periods of the Chakri dynasty. 
Siamese society was broadly divided 
into a minority ruling class — royalty 
and the civil service — and a majority 
of submissive peasants. The Chinese 
became the middle class, linking the 
other classes, by engaging in a variety 
of activities such as tax collection — 
for the kings — and trade in daily 
necessities. Many others became la- 
bourers. 
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especially those from Indonesia fleeing 
the anti-Chinese pogroms in the 1960s, 
indeed did choose Chinese citizenship 
and settled in. China. Like most people 
with overseas connections, they were 
treated badly during the Cultural Rev- 
olution and many tried to go back to 
their adopted countries. Most govern- 
ments do not want them back, how- 
ever, and so, among others, more than 
100,000 Chinese from. Indonesia are 
stuck in Hongkong some as stateless 
citizens. 

Technically, only Chinese citizens 
living abroad can be called Overseas 
Chinese (Huaqiao), and all others of 
Chinese origin should be treated by the 
Chinese Government as foreigners. 
This was Arthur Koestler's answer to 
the question of Jewish identity: those 
who wish to be Jews should become Is- 


With a combination of unmatched 
entrepreneurship, connections with 
the ruling powers, ties with foreign 
colonial traders (as compradores), and 
exploitation of the plentiful natural 
resources — such as rice, tin and teak 
— a number of the Chinese emigrants 
and their descendants gradually be- 
came prosperous. Today, they control a 
broad section of Thailand's key econo- 
mic activities — ranging from banking 
and finance to manufacturing, 
wholesale and retail trade, plus the 
bulk of commodity exports. 


A the majority of Thais and Chinese 
practise Buddhism — albeit of dif- 
ferent sects — religious similarity 
often is cited as a major factor behind 
the Chinese assimilation. Moreover, 
Buddhism generally is regarded as 
more tolerant than many other reli- 
gions. As one veteran China-watcher 
put it: “In countries such as Indonesia 
and Malaysia, the [predominant] Mus- 
lim population does not consume pork; 
hence the pork-eating Chinese stand 
out conspicuously in those societies.” 
Perhaps more importantly, the 
Chinese descendants have blended 
into the fabric of Thai society as the re- 
sult of non-discriminatory Thai Gov- 
ernment policies and several genera- 
tions of intermarriage. Until 1972 
when the regime of om Kit- 
tikachorn decreed a law which effec- 





raelis, the rest should no longer regard 
themselves as Jews. In fact it does not 
quite work that way, for religion and 
cultural values can exist separately 
from their geographical source. 

The same is true of the Chinese. Race 
and culture still define the Chinese as 
much as does nationhood. And Chinese 
suffer the same consquences às the 
Jews have: as long as they retain their 
separate identity, they will be dis- 
criminated against; but as long as they 
are persecuted, they will stick to- 
gether. There is not much the Chinese 
Government can do about this, except 
to keep quiet. But as is the case with Is- 
rael, the overseas lobby is too impor- 
tant to ignore. And so, whether they 
like it or not, many people will con- 
tinue to suffer the consequences of pat- 
riotism. 


tively deprived children born of alien 
fathers of Thai citizenship, the bulk of 
Chinese descendants born here were 
accorded Thai nationality. In official 
documents, the first generation of 
Sino-Thais would be described as 
being of Chinese "race." From the 
second generation onwards, however, 
they would be formally considered 
fully fledged Thais. 

Ironically, the domestic Chinese as- 
similation was accompanied by a 
lengthy period of animosity and dis- 
trust in Thailand's official-level re- 
lations with China. Despite cen- 
turies of trading and cultural links, the 
first Chinese mission here was set up 
only at the end of 1945. This formal 
diplomatic tie was extended to the 
Nationalist Chinese long after they 
were defeated on the mainland and re- 
treated to Taiwan. Diplomatic rela- 
tions with Peking were normalised 
only in 1975 when then prime minister 
Kukrit Pramoj made his historic visit 
to China and met Mao Zedong, shortly 
before Mao died. 

The previous fearful perception of 
China then gave way to reconciliation 
and friendship. As if to correspond 
with the new political climate, several 
key personalities in government ser- 
vice later talked freely about their 
Chinese origins. It has now become 
common knowledge that prominent 
figures — such as Kukrit and his elder 


brother Seni, Deputy Prime Minister 
Bhichai Rattakul, and many other 
ministers in the present cabinet — 
have some Chinese ancestry. Accord- 
ing to one of Kukrit's recent writings, 
the founder of the aristocratic Pramoj 
family was one of the princes born of a 
Chinese consort of King Rama II. 

There has been no formal census for 
Thais of Chinese lineage. Officially, 
slightly more than 200,000 Overseas 
Chinese here still hold Chinese pass- 
ports or alien-resident permits. Unof- 
ficially, for the past several years, the 
Sino-Thai community has been esti- 
mated at 3-4 million. 


here is no doubt that the bulk of 

Sino-Thais — particularly the 
younger generation who have never 
been to China and therefore have little 
sentimental attachment with the 
mainland — owe their allegiance to 
Thailand. Most analysts agree that 
their patriotism lies with this country, 
though there also is a sense of pride in 
their Chinese descent. 

The early Chinese emigrants evi- 
dently set off with a common intention 
to work hard, save enough money, and 
eventually return home. But, after gen- 
erations of intermarriage and firming 
economic roots, that concept became 
irrelevant. Even among the more than 
200,000 Chinese-passport and resi- 
dence-permit holders, the majority are 
likely to remain here for the rest of 
their lives. According to Chinese Em- 
bassy sources, 
fewer than 100 
have chosen to re- 
turn permanently 
to China in recent 


years. 
Notwithstand- 
ing the  deep- 


rooted family and 
business connec- 
tions with China 
in Thailand, there 
is distinct disillu- 
sion with China's 


socialist system. 
These feelings 
were sharpened by 
the negative ex- 
perience of the 
Cultural Revolu- 


tion, as told by re- 


latives who re- 
mained in the 
mainland. The 
disapproval of 
communism in 


general was high- 
lighted further by 
the massive influx 
of Indochinese re- 
fugees into Thai- 
land following the 


communist vic- 
tories in Vietnam, 
Cambodia and 


Laos in 1975. 
During a recent 
visit to a new- 
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Bangkok's Chinatown: distinct disillusion. 


ly opened Chinese newspaper in 
Bangkok, Chinese Embassy officials 
obliquely inquired about its editorial 
policy on China. The editor reportedly 
replied that it supported the country 
and its people, but not its political 
ideology. That, by and large, is proba- 
bly theattitudeof the majority of Sino- 
Thais. 

Despite the generally favourable as- 
similation and social integration, the 
Overseas Chinese experience in mod- 





Shenzhen factory workers: special treatment. AP 
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out problems. During the rightist 
< and strongly nationalistic regime of 
ё Field Marshal Pibul Songkram (who 
4 first assumed power. in 1938 and 


{ ern Thai history has not been with- 
8 


: served a second stint in office dur- 
ing 1948-56), the Chinese were sing- 
led out as the prime target of repres- 
š sion. 
One specific poliey initiated by 
Pibul still remains in force today. It 
indirectly contributed to quicken- 
ing the assimilation process and fo- 
cuses on the restrictions of Chinese 
schools. Today, there are some 30 
private schools in Bangkok plus a 
further 50-60 in upcountry pro- 
vinces which are legally permitted 
to teach five hours of Chinese a 
week in the first four elementary 
years. Given the fact that it is leg- 
ally impossible to acquire higher 
Chinese-language education (after 
Grade 4), on the back of a wide- 
spread curriculum featuring Eng- 
lish as the major second language, 
the popularity of these schools has 
been dwindling in recent years and 
more will inevitably close down. 

Although most of the younger gener- 
ation of Sino-Thais сап understand at 
least one of the Chinese dialects, few 
manage to read or write Chinese. As 
the older generation with relatives in 
the mainland — thus retaining some 
degree of attachment — gradually die 
out, their offspring will become more 
Thai than ever. 
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Investing in the 
old country ... 


By David Bonavia in Peking 


verseas Chinese investment in the 

China now stands at about US$1 
billion, according to piecemeal infor- 
mation available here. Some 90% of 
the US$360 million invested in the 
Pearl River estuary in Guangdong pro- 
vince, and of the US$300 million in the 
Shenzhen Special Economic Zone 
(SEZ), just across the border from 
Hongkong comes from Overseas 
Chinese businessmen, according to of- 
ficial sources. 

Fujian province, meanwhile, has ab- 
sorbed about US$50 million of Over- 
seas Chinese investment in some 1,200 
enterprises. These figures include in- 
vestments by Chinese living in Hong- 
kong and Macau, who are not normally 
regarded as Overseas Chinese but as 
“compatriots.” Besides Guangdong 
and Fujian, Guangxi is believed to be 
the province with the biggest Overseas 
Chinese investment, but no figures are 
available. All other provinces are re- 
presented in the Overseas Chinese 
communities, though some only 
sparsely. 

General Secretary of the Chinese 
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The common publi¢ perception of 
Chinese contról over big business 
also has put the Sino-Thai commu- 
nity under intermittent official sus- 
picion in therecent past. Feelings of 
distrust were evident, particularly 
in certain quartérs:'of the Thai 
military. Deputy' army chief of 
staff Lieut-Gen. Chaovalit Yong- 
chaiyuth — an influential officer 
close to: Prime Minister Prem Tin- 
sulanond — has publicly called 
for the breaking up'of the banking 
“monopoly.” Moré specifically, the 
once-powerful' Young Turks offic- 
ers, during their ‘abortive coup at- 
tempt in April:1981, called for the 
partial nationalisation of banks. Al- 
though their direct shareholdings 
gradually have been scaled down in 
recent years, most of the large banks 
are still under thé control of Sino- 
Thai families. ' 


he military distrust against 
Chinese big businesses appears 

to be restricted tó'certain groups, and 
in no way reflects theoverall Thai mili- 
tary stand. fic 
As an extension to this general dis- 
trust, itis understood that certain Thai 
Government intelligence units also are 
watching the activities of prominent 
Sino-Thais — particularly in their 
contacts with local Chinese Embassy 
or visiting Chinese officials. But the 
thrust of this type of monitoring ap- 
pears to be based on routine security 


Communist Párty (CCP) Hu Yaobang 
said in April that Overseas Chinese in- 
vesting in the mainland should be 
given preferential treatment, regula- 
tions should be relaxed in their favour, 
and work on their enterprises should 
be speeded up. 

Guangdong favours Overseas Chi- 
nese investors by stipulating that, 
ploy only returned Overseas Chinese or 
their dependents. With some 10 mil- 
lion returned Overseas Chinese, 
Guangdong naturally leads the field in 
persuading them and their relatives to 
invest their capital in the province. 

: However, Fujian province is mount- 
ing a concerted effort to catch up. Fu- 
jian Vice-Governor Huang Changxi 
said in February that Xiamen SEZ was 
drawing up special legal provisions to 
favour Overseas Chinese investment. 
As of June 1984, Overseas Chinese ac- 
counted for 8095 of the approved in- 
vestments in the zone — though 
foreign-invested projects tend to be 
bigger in scale. 

-: Docks for vessels of up to 50,000 dwt 
have been built at Dongdu Wharf in 
Xiamen, and docks to accommodate 
10,000-dwt ships are being con- 
structed in Fuzhou's port. Expansion 
at Fuzhou airport will permit Tridents 
tó land and take off; the Boeing 737 al- 
ready can use it, and it will eventually 
be large enough for the 747. Xiamen 
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considerations. As one official com- 
mented: “China is a big power and a 
communist one. Although the present 
government policy towards China is 
friendly, we have to consider its long- 
term designs.” 

It is probably fair to conclude — at 
least for the time being — that the 
Sino-Thais' contacts with the Chinese 
are based almost entirely on economic 
and cultural grounds with little or no 
political implications. п 


opened a new airport late last year. 

Fuzhou has installed the first com- 
puterised telephones in China, Huang 
said, and has direct dialling to Hong- 
kong. Xiamen will have 
facilities by early next year. 

However there are entrenched in- 
terests in all provinces which impede 
this. Many Overseas Chinese also fear 
that another cultural revolution will 
cause them to lose their investment in 
the mainland, and the government and 
the CCP are at pains to allay their an- 
xieties on this score. 
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the relative 
wanting gifts 


uring a visit to the Chao Zhou (Teo- 

chew) region of Guangdong pro- 
vince last year, a Sino-Thai business- 
man from Bangkok presented two ve- 
hicles to the head of a local government 
unit. The vehicles were destined for of- 
ficial use, but there was little doubt the 
Chinese official ended up as the main 
beneficiary. In return, the Bangkok 
businessman requested that his Chi- 
nese nephew's application to visit 
Thailand be processed quickly. The re- 
quest inevitably, in due course, was 
granted. 

As more Overseas Chinese from 
Thailand and other Southeast Asian 
countries flock to China, taking ad- 
vantage of its new open-door policy, 
discreet transactions of bribery such as 
the case involving the Bangkok busi- 








| nessman are on the rise. Perhaps more 


| important, 


| making donations 





similar 





the Overseas Chinese 
practice of giving generous handouts 
— usually luxury and consumer goods 
— to their relatives and, more recently, 
to build local 
amenities, may be changing the shape 
of things throughout the countryside 
in'southern China. 

This influence is undoubtedly erod- 
ing Peking’s political grip on the rural 
peasantry in Guangdong, Fujian, and 
other coastal areas. Over the past two 
centuries, the majority of Chinese 
emigrants to Thailand were from 
Guangdong and Fujian. Now that 
Sino-Thai relations have regained а 
favourable peak, more and more sur- 
vivors among Chinese emigrants and 
their Sino-Thai descendants are re- 
turning to visit their native villages. 

Unofficial estimates by Bangkok 
travel agents specialising in China 
tours put the present number of visit- 
ors from Thailand at around 50,000 an- 
nually, with a 10-15% increase each 
year. But this may be an over-estima- 
tion. According to the Chinese Embassy 
in Bangkok, some 22,000 people — in- 
cluding about 5,000 Chinese-passport 
holders — were granted visas to visit 
China in 1983. Others are believed to 
obtain visas in Hongkong, but their 
numbers are likely to be much smaller. 

Many of the early returnees after 
1975 complained that their relatives on 
the mainland, as well as other villagers 
they met, were downright greedy. At 
any typical reunion party, the hosts 
and guests would present the visitors 
with red eggs — a form of welcome — 
but would expect something valuable 
in return. Some people say this was the 
result of the precedent set by some 
early returnees who gave generous 
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4 under China's more liberal eco- 
| nomic policies (including free dis- 
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tribution of excess farm produce 


a shift in their mainland cousins' 
desires. In recent years, there 
have been more requests for dona- 


the like. 

Financial assistance from Over- 
seas Chinese communities in this 
region in fact is nothing new. Re- 
mittances from Thailand to rela- 
tives in China unofficially are esti- 
mated to have topped Baht 100 mil- 
lion (US$4.3 million) in certain 
years. 

It is virtually impossible to gauge 
the exact size of these remittances 
today. Official Bank of Thailand 
(the central bank) records show 
Baht 6.2 million worth of private 
transfers to China in 1983, passing 


But this figure probably represents a 
gross under-estimation of the real vol- 
ume. The traditional poy-kuan (remit- 


. tance shops) have been officially ban- 
- ned for several years; but sources claim 


that many are still operating illegally. 
Many people agreed that the flow is 
still sizable — though far smaller than 
the enormous transfers from Hong- 
kong. 

In rural areas — such as the one in 
Guangdong where the Bangkok Bank's 
Sophonpanich family and Bangkok 
Metropolitan Bank's Tejapaibul fami- 
ly originated — the (presumably) 
generous remittances might have 
created an income gap between the 
main beneficiaries and other ordinary 
peasants. Such social discrepancies, in 
the long run, may breed corruption 
among local officialdom. As one fre- 
quent visitor to China put it: “The 
peasants can probably manage with 
extra income from their farms or other 
avenues. It’s the gov- 
ernment officials 
with fixed salaries 
who suffer...” 

Generally, it is 
agreed here that the 
broadening contacts 
between Overseas 
Chinese communi- 
ties in Southeast 
Asia and China carry 
few political impli- 
cations. But deve- 
lopments in recent 
years — centring 
on China’s economic- 
modernisation pro- 
gramme —- point to 
growth potentials in 
trade and invest- 
ment. The Thai posi- 
tion may be bolster- 
ed by the fact that 
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Peking regards Thailand as one of the 
four most friendly nations in Asia — 
the others being North Korea, Japan 
and Pakistan. 


О fficial Chinese policy calls for 
equal treatment for all foreign in- 
vestment or joint ventures. Since vir- 
tually all Sino-Thai businessmen have 
either naturalised or obtained Thai 
citizenship by birth, they can expect no 
special treatment. But, unofficially, it 
is understood that those with Chinese 
lineage enjoy Peking’s preference 
above other foreign nationals. 

To date, Sino-Thai investment in 
China is limited. The only group which 
can claim to have a sizable operation 
there is the Charoen Pokphand (CP) 
agri-business conglomerate. It ope- 
rates a small feedmill and a poultry 
farm and will soon open a pig farm in 
the Shenzhen Special Economic Zone. 
It also has a carpet factory in Shanghai 





g Thai re 2 
Siddhi Savetsila's Peking visit in 
July, CP signed a US$5 million 
joint-venture agreement with the 
Peking municipality to build a 
second animal-feed factory. Other 
projects now being finalised in- 
clude the modernisation of a motor- 
cycle plant in; Shanghai, plus ex- 
pansion of the group's trading ope- 
rations into other próvinces. All of 
CP's China investment has been 
undertaken by its affiliate in Hong- 
kong — Chia Tai International In- 
vestment — though the technical 
know-how is supplied from Thai- 
land. ' 

So far, the experience of Sino- 
Thai traders. and -potential in- 
vestors has been far from satis- 
factory. Problems of.delay arising 
from Chinese bureaucratic red tape, 
lack of inter-agency coordination, 
and sub-standard quality are notor- 
ious. 

Some of the frustrations encoun- 
tered by Bangkok. businessmen 
were summed up by Termsakdi Tang- 
chettanaporn, president of the Thai- 
Chinese Friendship Association, in an 
interview with. the Bangkok-based 
Chinese-language newspaper Daily 
News in May. Shortly after 1975, he 
bought a consignment of Chinese tooth- 
paste which had dried out; he was later 
contracted to sell 5,000 tonnes of black 
beans but the contract was abruptly 
cancelled; he signed an order to pur- 
chase Chinese lubricant oils at a pro- 
vincial trade fair in late 1982, but was 
told several months later by the Peking 
corporation concerned that the order 
was null and void. 

Thai businessmen and industrialists 
accompanying Siddhi on the July trip 
proposed a number of investment pro- 
jects — including tyres, drinking 
water, sanitary napkins, sheet glass, 
white sugar, tapioca-based sugar, 
pharmaceuticals, motorcycles and 
small trucks — but to date there has 
been no concrete progress. Chinese 
Embassy sources in Thailand said 
these proposed projects would be fol- 
lowed up during a subsequent visit. 

It appears the Sino-Thais' interests 
in broadening their trading and invest- 
ment links with China are based, 
primarily, on. economic considera- 
tions, rather than any political motiva- 
tions. Some of Bangkok's younger exe- 
cutives had to use English as a 
negotiating medium, as they could no 
longer converse in Chinese. 

Their business-oriented preoccupa- 
tion contrasts. with, say, the Jewish 
community in the United States which, 
over the years, has become a cohesive 
and powerful political lobby for Israel. 
Should the Overseas Chinese become a 
similarly potent lobby for Peking, 
Bangkok is not likely to be in the van- 
guard of such a movement. 

— PAISAL SRICHARATCHANYA 
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CAMERAS 


If you know what you want, 





you can get what you need 


By Wolf Morrison 


abroad ever since American photographers covering 

the Korean war discovered the 35 mm single-lens re- 
flex (SLR) cameras made by Nikon. In the 30-odd years 
since, Japanese cameras have stood for solid quality and in- 
novative added value features and have, by now, virtually 
crushed most other competition. According to the Japan 
Camera Industry Association (JCIA), its 31 member com- 
panies produced 15.6 million cameras in 1983. JCIA fore- 
casts an increase this year of 16.2% in total output. While 
sales peaked in 1980, these figures underline the vigour of 
the industry. 

Looking closer, however, changes can be seen: the 35 
mm SLR, once the seemingly invincible leader of the pack, 
has suffered in popularity and sales. The new top sellers are 
the so-called compact cameras. Compacts are almost al- 
ways autofocus cameras with a built-in flash and a fixed, 
slightly wide angle lens plus a winder for film transport. 
Compacts accounted for 9.5 million units produced in 
1983, JCIA figures show, while only 5.4 million SLRs were 
produced. Medium-format cameras (6 x 6, 6 x 7, 6 x 9) fol- 
low in third place with 94,000 units. 

Selection should always be preceded by some reflection 
on what exactly you want the camera to do for you, what 
weight you are prepared to carry 
and what amount you are willing 
to invest in it. 

Compact autofocus cameras 
were first introduced by Konica 
in 1977. Interestingly, the tech- 
nology was developed by Hon- 
eywell in the US. As with a good 
many other innovations it was 
the Japanese makers who, one 
by one, adapted and refined the 
original idea and ran away with 
the market. Compacts have 
taken over from SLRs because 
they do adequately what most 
camera users want from a cam- 
era. They produce reasonably 
sharp images and are extremely 
easy to carry and handle: all you 
need to do is aim and press the 
shutter release. Depending on 
price, compacts will have more 
than the basic functions of au- 
tofocus and autoexposure. You 
can get models which will au- 
tomatically pop up the flash 
when the camera decides that 
there is not enough light (some 
will then also push it down). Then 
there are autodate compacts. 
These will print the day, year and 


T: Japanese camera industry has had a qood name 
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even the hour on your photo if you wish. Most have a 
winder for transporting the film and rewinding it. 

One thing.to pay particular attention to is which focusing 
system is used. Some makers employ the optical, others the 
infra-red system. lt is generally agreed that the latter is 
superior, because infra-red can see in low-light conditions. 
In this way they can measure the distance more accurately. 

While compacts are becoming increasingly the choice of 
the majority of photo enthusiasts, SLRs are still the cameras 
which serious amateurs and professional photographers 
use. Because they provide a better image quality, this prob- 
ably will not change. While all major makers offer excellent 
cameras of this type, Nikon has the widest range of lenses, 
viewfinders and other top-of-the-line equipment. 

Some makers (Pentax, Ricoh, Canon, Minolta) have in- 
troduced auto-focus zoom lenses to fit 35 mm SLRs, but 
here the technology seems not yet sufficiently developed 
and consumer response has been lacking. However, there 
are innovations in SLR cameras which work well. 

Leading the way is Canon with its T50 models — released 
last year — and the even more sophisticated T70 which came 
out earlier this year. The T70 incorporates computer tech- 
nology unmatched by any other camera. At the heart of the 
system is an 8-bit CPU (Central Processing Unit) with C- 
MOS LSI and ROM/RAM hold- 
ing a 1200 command capacity. It 
features a staggering eight differ- 
ent exposure modes for any con- 
ceivable photo situation and its 
LCD panel dislays a total of 152 
data items. Information to be 
read there includes what pro- 
gramme mode you are in, shut- 
ter speed, ISO setting and bat- 
tery check. Importantly, the 
T70's computer is programmed 
to switch off for manual opera- 
tion. This is not to be taken for 
granted: there are cameras on 
the market which simply refuse 
to take pictures if they consider 
the light level too low. 

Other recent innovations con- 
cern film. The speed (or sensitiv- 
ity to light) of film is being greatly 
increased: new high-speed mat- 
erial is being made available 
with up to 3,200 ISO. (ISO, for 
International Standards Or- 
ganistion, is a rating system com- 
patible with ASA, for American 
Standards Association.) This is a 
real boon for photographers, 
making it possible to take pic- 
tures in extremely low light with 
excellent results. A word of cau- 
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PRIX WINNER. NIKON FA. 


In Japan, there are probably more camera critics and experts per capita than 
anywhere else in the world. 

And recently, some of the most demanding of those critics got together to judge 
over 60 of Japan’s newest cameras. 

They mercilessly — and objectively — judged each camera for design. For 
performance. For reliability. And for ease of operation. 

And when it was all over, the first-ever Grand Prix Camera Award went to the 
Nikon FA. But although this was the first-ever Grand Prix award, it wasn't the first-ever 
award for the FA. 

Because in Great Britain, it also was recently named “Practical Photography’s 
Camera of the Year,” and garnered “Camera Weekly’s Award for Innovation.” 

In selecting the Nikon FA for these honours, we think the judges confirmed 
something professional photographers have 
own al log © CAMERA GRAND PRIN 24 


Nikon is the only choice. 
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tion on these new high-speed films, though: they are not 
considered safe for airport x-ray checks. You should always 
hand-carry these films. 

Another newcomer is film labelled DX which reads the 
number of exposures on the film, its ISO rating and a lot of 
other information. This capability also improves the au- 
tomatic developing process of the film by adding so-called 
latitude, which means that bar codes imprinted on the film 
roll containing conductive and non-conductive areas adjust 
possible mistakes that you might have made when exposing 
a given frame. Images that previously might be either over- 
or under-exposed could come out just right with the help of 
this latitude adjustment. The system can be compared to 
that which supermarkets use at their electronic cash registers 
which also read the contents of the product and pass on the 
information. It is estimated that more than 90% of all films 
produced world-wide this year will have DX capability. This 
constitutes probably the last major improvement in tradi- 
tional silver-based film material. 

It seems that, for once, software innovation has jumped 
ahead of hardware developments. All major camera makers 
are in the process of releasing cameras which will take DX 
film. To date, however, only Pentax, Fuji and Minolta have 
actually put theirs on the market. 

Fuji also has introduced a new peel-type paper for the first 
time in Japan. The instant camera which uses it comes with 
a built-in stroboscopic light which reportedly is the first in the 
world. The Fotorama FP-14 can also produce ID cards com- 
plete with a portrait photo. The system is said to provide a 
higher resolution than existing instant photographs. Both 
colour and black and white prints can be made. 


The latest and most futuristic of all new developments in 
film and camera technology are the Mavica-type filmless 
cameras by Sony and Canon. They were used during the 
Los Angeles Olympic Games by the two largest Japanese 
newspaper companies. While the Sony model has only 
B&W capability, the Canon camera is able to do colour, too. 

We are now witnessing the first steps away from the silver- 
based film material with which practically all photographic 
images have been recorded since the invention of photo- 
graphy 140 years ago. This means that video, photo and 
computer technologies are merging to provide a base for re- 
cording still images on a magnetic disk which do not need to 
be developed and, like video, can be instantly viewed on a 
TV monitor, printed within seconds and transmitted within 
minutes. For example, colour photos from the Olympics 
Games were received in Tokyo 30 minutes after they were 
taken in Los Angeles and could be printed immediately. The 
picture quality that even these prototypes produced is virtu- 
ally the same as that of regularly transmitted photos. The 
hard-copy print-out, however, still lacks resolution. These 
filmless cameras with their re-usable disks which can hold 
up to 50 images will first be employed by news organisa- 
tions. In time, further improvements undoubtedly will lead 
to reasonably priced consumer-type models. 

The day is not too far off when we will be able to produce 
both moving video images and still photographs with one 
camera. But that is the future: and while the future looks ex- 
citing for those who love photography, the present with its 
multitude of systems seems to be equally exciting. Never be- 
fore has there been such a wide range of photographic 
equipment available. @ 


Centrate™ The Road to Great Sound 


TS-2080 


Centrate™ Car Components 


Perhaps one of the most neglected listening spaces is 
inside your automobile. But Pioneer's new Centrate 
fixes this with sound ideas in convenience, performance 
and good looks. The in-dash FEX-90 has a dual- 
function display: play a tape and the entire front panel 
shows tape functions; switch to FM/AM and the panel 
becomes a complete tuning control board — loaded 
with computer-assisted conveniences for easy use and 
pinpoint tuning. To save space, the tuner unit can be 





s —TS-1330 


FEX-90 


mounted out of sight; so can the 150W/Ch GM-A200 
power amplifier that drives your choice of speaker 
systems — such as the handsome TS-2080 Cross- 
AxialTM and TS-1330 door-mount units which, together, 
make you feel as if you were listening to a full-sized 
home hi-fi. Add Centrate accessories like the 7-band 
EQ-003 Graphic Equalizer and the CD-S9 Infrared 
Wireless Remote Control and you're on the road to 
great sound with Pioneer. 


77 NOWERARQER 1004 & FAQ EACTEDA)/ CONAN OEIC 








Now LaserDisc, from Pioneer. 


From sight to sound, it’s hi-fi forever! 


Pioneer's new LaserDisc" brand LaserVision quality is yours forever, plus Random Access 
videodisc player delivers a level of video and And the compact, front-loading design fits in 
audio fidelity in your home that even videotape perfectly with your other components 

can't match. From great movie classics to Now, with LaserDisc™ you'll see and hear the 
current releases, plus top recording stars. The same performance and reliability that has made 
semiconductor laser pickup plays the videodisc Pioneer audio components famous the world over 


with a precision laser beam. As a result, the 


LaserVisvon 


This is the unified 
symbol mark of 
LaserVision videodisc. 


= TM 
J acantiice 
Bee Shri OT ITA 
LaserDisc is a trademark of 


Pioneer Electronic Corporation 





e PIONEER 


The future of sound and vision. 
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STEREO 


Music as wallpaper and 
real-world audio systems 


Tokyo-based technical writer C. P. Regge examines what is | 
and what will be possible in electronic entertainment, help- 
ing vou to arrive at buying decisions. 


particularly in Asia, at first glance the choice seems to 
be limited to Japanese brands. While this is true for 
video equipment, in audio — and especially in the higher- 
price brackets of some product categories such as 
loudspeakers and phono cartirdges — a few American and 
European specialist manufacturers have maintained a рге: 
sence in Southeast Asia and even in the lion's den, Japan. If 
you are willing to shop around a bit and pay the price, you 
can find some excellent loudspeakers from the US or Bri- 
tain, highly acclaimed phono cartridges from Denmark, 
semi-professional tape-recording equipment from West 
Germany and Switzerland and state-of-the-art record-play- 
ing equipment from France or Scotland. 
The overwhelming majority of hi-fi equipment, all the 
latest, shiniest and most glamorous audio systems and com- 


T: the average purchaser of a stereo or video system, 








ponents, however, come from Japan. The variety of Japan- | icallistening habits and correlate them with real-world audio 
ese audio products is so enormous and their life cycles often | systems. 

so short that even specialist audio dealers, let alone the aver- | For many people, music plays a role similar to wallpaper. 
age home listener, are kept in a state of constant confusion. They pay minimum attention while it is there but miss it 


As with all purchases of technical equipment, the first trap | when itis gone. Music is a pleasantly structured background 
to avoid is impulse buying. Attractive design and areputable | noise that helps some people concentrate on the more im- 
brand name are not enough. While a given amplifier may be | portant tasks at hand but has an opposite, relaxing effect on 
quite good, it may be completely wrong as an addition to the | others: music to keep that unbearable silence away. 
system you already own; it may be too good (and probably | Listeners with these preferences — assuming they stay on 
expensive) so that its quality will be wasted on the rest of | this level — are perfectly served by a system with a mini- 
your system; it may be nicely styled and convenient to use | mum of fuss. In fact, a pair of little add-on loudspeakers for 
but actually inferior to what you already have; orit may be | a Walkman-type headphone stereo may be quite sufficient. 
just about equivalent to what you have got, so you will not | Such speakers are readily available. But since it takes much 


hear much difference. more power to drive even the smallest speaker, a pair of 
What exactly do you want from your hi-fi system? The | headphones, the Walkman equivalent — some have built- 
answers you find will have a direct relationship with the for- in radios, too — should be powered from an AC outlet via 


an AC adapter, because battery life will be quite short. 
More likely, however, such listeners will choose what is 
known as a music centre or 3- 
іп-1 system. The three indi- 
cates that there are three 
sources of sound included, i.e. 
an AM/FM radio or (more 
grandiloquently) tuner section, 
a cassette deck for record- 
ing and playback and a turn- 
table for playing records. In-1 
means that all three are com- 
bined in oneunit, together with 
the amplifier circuits and neces- 
sary controls. A pair of speak- 
ers is usually part of the pack- 
age. There are also 2-in-1 music 
centres without the turntable 
and many of these are portable 
and offer a choice between 
а batteries or AC power. While 
Audio gear by Bang & Olufsen a/s of Denmark. the limitations of the music 


mat of the audio system that will fill your needs. In an as- 
cending order of critical demands, let us examine some typ- 








T-1110 


You're in control. Tap PHONO on 
the amp's Master Control Panel; the 
turntable automatically starts playing. 
Tap TUNER on the same panel; the 
turntable turns off and the tuner 
comes on. Master Control Panels of 

all components — amp, tuner, 
turntable and deck — work in the 
same manner. We call this feature the 
Compu-Selector System. 

Other microcomputer-controlled 
features include: a turntable that 
plays selections in any order, and a 
deck that automatically dubs records 
and tapes. 

While features may vary from 
system to system, all new Sansui 
Intelligent Super Compo systems 
give you super hi-fi sound — our top 
digital-ready system, for instance, 
offers a massive 150 watts per chan- 
nel music power (300 watts total)! A Mis 

Sansui — we make you the master Speaker System 
of your music. 
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GX-910 


— 
r 


١ i 
: 
(em | 


=" 


3 


Sansui 





SANSUI ELECTRIC CO., LTD. 14-1 Izumi 2-chome, Suginami-ku, Tokyo 168, Japan Also available in black finish 


For further information please contact 
Singapore: Wo Kee Hong (M) PTE. Ltd. Supreme House, 9, Penang Road, 08-22-08-24, Singapore 0923, Tel. 3380637 e Malaysia: Wo Kee Hong (Malaysia 
SDN. BHD. No. 102, Jalan SS21/35 Damansara Utama, Petaling Jaya, Selangor Malaysia, Tel: 78-4666 € Brunei: Lee Brothers Electrical Co. 1! 
Kuala Belait, State of Brunei, Tel: 34928/34929 eHong Kong: Wo Kee Hong Ltd. Loke Yew Bldg., 5th Floor, 50-52 Queen s Road Ге! © Taiwan 
Cosmos Trading Co., Ltd. No. 125, Section 1, Hsin-Sheng South Road, Taipei, Taiwan, Tel: 773-2500/3 @Sri Lanka: Hi-Fi Centre Ltd. 3! ' 
Colombo 7, Tel: 95847 © Thailand: Vanich Nordmende Ltd. Part. 277 Rachdamri Road, Bangkok Bazar Center, Bangkok, | 4 


Textronic Plaza Electronic Corporation Glodok Plaza Complex, Blok A No. 9, Jalan Penangsia Raya, Jakarta Kota 
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entre omal and particularly the supplied speakers азма 
‘exclude it from high fidelity in the strict sense of the wrd. 
= quite a number of technical advances that were found only in 
` expensive component systems a few years ago have found 
` their way into the music centre. Among these are quartz-con- 


trolled synthesiser tuners with digital readouts — a very . 


stable and convenient way to operate this type of FM tuner 
—- and relatively powerful amplifiers. The overall perform- 


- | . ance of today’s music centre often exceeds the demands of- 
.... easy listening; in fact, some are capable of surprisingly : 












decent sound even at higher volume levels. 


` deck, amplifier ortu 
|. one unit. : 
| "Component systems are a great deal more flexible, per- 
miting add-ons and gradual upgrades at will. Although the 
borderlines are blurred, component systems can be divided 
into three categories: the mini-component system, the stand- 
ard one-brand system and the Separate component Sys- 
tem. 
The typical е made mini- -component system offers 
surprisingly high quality and performance considering the li- 









` The question that every wallpaper listener must answer 
for him/herself is whether and how long this state of affairs — 
will continue. People deeply absorbed in their work or de- | 
voted to hobbies other than music listening will often be - 
satisfied with a music centre for years. But those easily in- - 
fected by the improvement bug should note that a music - 
centre does not offer much upward mobility. Replacing the | 
turntable's phono cartridge and perhaps the speakers with 
-something better will bring about some improvements in 
^. sound, but there is no way to upgrade the tuner, cassette _ 
үп table itself because these are all part of - 


not say record player in audio, the word is! 
|. pair of compact two- way or three-wa 
monly supplied, but the dealer may agree to replace these 
. with a pair more to your liking. In any event, do not fall into 
the trap of believing that: 

€ a 50-watt amplifier is by definition better than a 40-watt 


. ception none the less. 


mited space that all the technology has to be crammed into. 
Usually only about 31cm wide — the width of an LP jacket 


— and perhaps 20 or so cm high, such a system will consist. 
of four stackable components: an amplifier of typically 20- . 


70 watts of output power per channel; an AM/FM tuner, ~ 


most likely of the quartz synthesiser variety with a digital dis- 
play of station frequencies and a row of station preset but- 
tons; a cassette deck with Dolby noise reduction, perhaps 
featuring auto-reverse; and a fully automatic turntable (do 
wned upon). A 
akers is com- 








model; this is not necessarily so; or that < 


Фа three-way speaker should always be preferred over a 


two- -way; this is a common miscanceptio 7 but а miscon- 








Here are a few more misconception A айй syn- 
thesiser tuner is not necessarily better than ‘a conventional 





analogue model, i.e. one with | tuning knob and a dial. It is 


more glamorous and often more convenient, but not always 
the better performer. 

In most cases, the sensitivity specification | in an iFM tuner 
(expessed in microvolts or dBf) is fairly meaningless and 
should not influence your buying decision unless you want 
to receive far-away, faint FM stations. —. | 

Auto reverse in a cassette deck — the second side of the 





_ cassette is played automatically, you do not need to turn the 
“cassette over at its end — is certainly convenient but not al- 
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C-2101 Stereo Control Center 

A matching control center for the B- 
2101, the C-2101 is state-of-the-art in 
every way. Extremely comprehensive 
switching facilities for up to 9 
components mean super versatility. A 
special extra is the 2-band parametric 
equalizer: it lets you select any center 
frequency between 70Hz and 300Hz for 
the lows, and between 2kHz and 8kHz 
for the highs. With it, you can easily 
over-come narrow-range sonic 
aberrations (room resonance, etc.). 
2-band parametric equalizer. Low- 
noise, high-gain DC phono equalizer for 
matching with MC, high-output MC and 
MM cartridges. inputs for PHONO-1/2, 
CD, TUNER, LINE-1/2, TAPE/PCM-1/ 
2/3. Bi-directional tape dubbing 
between three decks. LED indicators 
for equalizer, subsonic, loudness and 
muting switches. Headphone output. 2 
preamp outputs. 





C2101 


B-2101 Stereo Power Amplifier 

Its prodigious 200 watts RMS power 
outputis just one of its many exceptional 
features. Another is its X-Balanced Amp 
System, our new circuitry design that 
eliminates ground-related problems 
such as IHM distortion, for cleaper, 
crisper sound. The B-2101 is designed 
for digital, for it can provide more than 
enough current into low speaker 
impedance loads, thanks to the use of a 
rugged power supply, 16 oversized 
power transistors and a double parallel 
push-pull output configuration. A perfect 
match for the C-2101 Control Center. 
X-Balanced Amp Type |. Wide-range 
24-segment fluorescent peak power 
level indicators with peak hold on/off. 
Twin-mono construction for left and 
right channels. Separate left and right 
"attenuator" input level controls. 
Outputs for 2 sets of speaker systems. 


B2101 


TU-D99x SLDD Quartz-PLL Digital 
Synthesizer Tuner 

The TU-D99X lets you tune stations 
near and far with low noise and 
distortion; it is protected against 
interference from neighboring stations 
or RF intermodulation. The reasons are 
our SLDD (Super Linear Digital 
Decoder), selectable RF mode and 
selectable IF bandwidth. The use of the 
latest circuitry and choice parts means 
true hi-fi sound. Wood side panels (XW- 
9) are optionally available. 
Newly-developed SLDD (Super Linear 
Digital Decoder). "Pulse swallow" 
quartz synthesizer. RF mode (DX/ 
LOCAL) selector. IF bandwidth selector 
(WIDE/NARROW). Presets for 8 FM 
and 8 AM stations. Preset scan for 
sampling preset stations for 4 seconds 
each. Auto/manual scan. Tri-color LED 
tuning indicator. Memory backup to 
keep memory alive for at least 5 years. 
Last station memory. Built-in record 
level calibrator. FM noise canceller. AM 
IF band-width selector. 


TU-D99X 
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PRODUCED BY SON Y DIRECTED BY YOU. 


Credit Sony with yet another entertainment continuously for 3 hours and 35 
innovation. Betamovie — the world's first video camera Beta tape). When you ve fi inished DOI 
with built-in recording capability. a Betamax for instant playback. 

Now it's easier than ever to preserve those special Sony Betamovie. Just one more reas 


moments. Baby's first steps. Birthdays. Happy occasions. better than ever. 

Whatever the moment, Betamovie ensures beautiful 
results every time — indoors or out. Best of all, 
Betamovie is so compact and lightweight — only 2.5 
kilograms — you can take it anywhere. Without carrying 
an awkward separate recorder or getting tangled in 
wires and cables. 

Operation is incredibly simple. Just slip in a 
standard Beta cassette and you're ready to shoot 
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ways an improvement in sonic performance. (Sometimes, 
the opposite is true.) 

The power-handling ability of a loudspeaker says abso- 
lutely nothing about the sound quality it will give you. It indi- 
cates the number of watts that can be fed into it without de- 
stroying it: of interest only to semi-deaf rock fans. 

Distortion — the THD (total harmonic distortion) fig- 
ure found in all amplifier specifications — has been re- 
duced to such extremely low levels in today's better amps 
that the minor differences that remain between, let us 
say, 0.01-0.015% are pretty meaningless. That two 
amplifiers sound different nevertheless is due to other 
phenomena. 

On the next higher rung of audio fastidiousness we find 
the buyer of the racked one-brand system. Coming up from 
the mini system, we discover that sheer component size and 
particularly speaker dimensions have grown considerably; 
that amplifier power ratings now often are above 100 watts; 
that product literature is longer, alossier, with more attention 
paid to explaining the finer points and features; that floor- 
standing racks, often movable on casters, are either sup- 
plied or offered as options; that instead of the standard inte- 
grated amplifier, a few systems now include separate pre- 
amplifiers and power amplifiers; that prices go up into four- 
digit US dollar figures. We are approaching the realm of 
pure audio. 

The racked one-brand system may even include a 
graphic equaliser, a unit with an array of 10 or more vertical 
slide controls which give you great flexibility in adjusting in- 
dividual, narrow bands of bass, mid-range or high sound, 
whereas regular low- and high-tone controls permit only 


rather coarse, wide-band adjustments of either the bass or 
treble ranges. 

Until a few years ago, the racked one-brand system was 
the mainstay of most Japanese manufacturers' audio busi- 
ness both in Japan and abroad. There are some convincing 
arguments in favour of such systems. Performance, al- 
though there certainly exists a wide spread between the low 
and high ends of this category, is usually quite acceptable if 
not great. Everything has been optically and technically 
matched by the manufacturer and can be neatly installed in 
a customised rack. All connecting cables are provided, in- 
stallation is more or less error-free. Wireless remote-control 
units are often included, permitting all common switching 
and adjustment functions to be performed from the comfort 
of the listener's chair. Provisions are usually made for add- 
ing a second tape deck, another turntable or, recently, a 
compact disc player. 

Still, some reservations remain. As a maximum price limit 
for such a total system cannot be easily exceeded without 
pricing them out of the market, manufacturers are forced 
into — well-concealed — technical compromises. One 
manufacturer may economise a little in the turntable, 
another, in the speakers, a third, in the cassette deck. Also, is 
it not a little unrealistic to expect one company to be equally 
proficient in designing and building every product category, 
from tuner to deck to amp to speaker? Fortunately, the com- 
ponents making up such systems can often be bought sepa- 
rately and the more knowledgeable and venturesome 
buyers manage to assemble very respectable systems this 
Way. 

Then we enter the area of pure audio, of individually 


SONY. 


sound quality that exceeds even the finest 
reel-to-reel decks. Over 80dB dynamic 
range. Less than 0.3% distortion. And wow 
and flutter so low they can barely be mea- 
sured. The result: performance so lifelike 
and powerful, it's as though you're sitting 
in the finest movie theatre or concert hall. 
The new Beta Hi-Fi SL-HF100. 
Another amazing breakthrough in 
audiovisual entertainment. From the com- 


nne Betahi-tiii 


BEYOND AUDIO. 
BEYOND VIDEO. 
BETA HI-FI. 


Introducing Sony Beta Hi-Fi. The com- 
ponent that finally brings sight and sound 
together — for greater entertainment 
impact and realism than ever before. 





In addition to its superlative video 
reproduction, Beta Hi-Fi delivers stereo 


Betamax 
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selected and carefully matched — by the listener — compo- 
nents, of systems assembled by fastidious listeners or expert 
audio dealers: systems that can cost anywhere between 
US$10-50,000; components that can and often do cause 
endless discussions among audiophiles, that are subjected 
to lengthy measurements and prolonged listening tests, 
components upon which sizable companies often stake 
their reputations. In Japan, separate components account 
for approximately one third of all audio sales, a third of just 
about US$1 billion a year. 

First, there is the turntable, giving you access to a treasure 
trove of music recorded over decades. Simple in appear- 
ance and basic functions, it is nevertheless a highly complex 
precision instrument capable of astonishing feats of per- 
formance if you consider the fact that fundamentally it has 
not changed in 30 years. A turntable consists of four subsys- 
tems: 

@ The phono cartridge which converts the undulations of 
the record groove into an electrical signal; being the front 
end of the entire audio system, the cartridge is extremely im- 
portant because musical information overlooked here is lost 
forever. The sonic differences between cartridges are quite 
obvious to a trained ear but not easy to express in numbers. 
As the price of a car- 
tridge is not always pro- 
` portional to its perform- 
ance, it should be cho- 
sen either in a careful lis- 
tening test or its selection 
entrusted to a trustwor- 
thy audio dealer. Where 
a cartridge is supplied 
with the turntable, go 
ahead and use it for a 
while, but be prepared 
to upgrade it at some 
point. 

€ The tone arm or pick- 
up arm which keeps the 
cartridge in proper posi- 
tion as it traverses the re- 
cord. Tone arms, too, 
have sonic personalities, but even more important than the 
arm itself is the proper matching of arm to cartridge. Tone 
arms supplied with turntables usually do a creditable job, 
but separate arms are available and a source of heated ar- 
guments in esoteric high-end audio. Recent years have 
seen a proliferation of tangential or linear-tracking arms 
which move across the record in a straight line rather than 
describing part of a circle. 

€ The drive system, consisting of a motor and the turntable 
platter. Most separate turntables today are direct-drive 
models in which motor and platter form one unit. A mean- 
ingful item in the specifications is the rumble or signal-to- 
noise figure which indicates how much noise the turntable 
drive adds to the sound. The number is often followed by 
the expression DIN B; higher numbers are preferable, 
—7OdB is better than —65. 

€ The chassis on to which the other three systems are 
mounted. This also has to keep away external vibrations 
(stomping feet, vibrations from passing trucks, sound from 
the system's loudspeakers) for which purpose it is often 
mounted on vibration-absorbent feet or elaborate systems 
of damping springs. 

The second most popular source of music these days is 
the cassette deck. From humble beainnings, it has evolved 
into an impressive machine with a standard of performance 
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rivalling that of professional open-reel tape equipment of 
only a few years ago. Basic specifications to look out for are 
wow and flutter (a measurement of how accurately tape 
speed is maintained; lower figures are better) and signal-to- 
noise ratio (dolby on) where higher numbers are preferable. 
Features that are worth paying a little extra for are three- 
head systems, accurate recording-level meters, two or three 
tape-drive motors, Dolby C (an advanced noise-reduction 
system which eliminates or at least considerably reduces the 
hissing noise for which early cassette decks were notorious), 
feather-touch control keys and a headphone jack which 
should have its own volume control. Music-search systems 
which automatically locate song starts and skip blank por- 
tions on the tape are convenient but not a necessity. 

The digital compact disc (CD) and its player are the most 
recent and most glamorous developments in audio, 
catapulting laser technology into living rooms. In this tech- 
nology, music is converted into binary numbers — a series 
of 1’s and 0's — and these are stored on a reflective disc in 
the form of microscopic identations called pits. A laser beam 
reads this information from the disc without physically con- 
tacting its surface. The digital information is checked for pos- 
sible faults, any errors detected are electronically compen- 
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Controlling sound and programme resources of the Beocenter 7700 from another room. 


sated and, after conversion back to an analogue (up-and- 
down) signal, playback is performed in the normal way via 
an amplifier and loudspeakers. The outstanding advantages 
are an almost absolute absence of noise, extremely wide 
dynamics (the span between the softest and the loudest 
sounds that can be accommodated) and practically unli- 
mited service life of the discs. A close cousin to the com- 
puter, this digital system offers an abundance of possibilities 
for programming the exact sequences in which songs on a 
disc are to be played; for jumping quickly back and forth; for 
repeating certain sections and for providing additional in- 
formation such as lyrics or commentaries on a TV screen 

Some esoteric audiophiles and professionals are un- 
happy with the CD nevertheless, ascribing to it a lifeless, 
metallic, artificial sound, but the obvious advantages of CD 
are so overwhelming that if you have not heard one already, 
you should definitely audition the system. 

Proper selection of the last but by no means least of the 
source components, the AM/FM tuner, will depend greatly 
upon the reception conditions prevailing in your area: the 
selection is often made for you by where you live. In cities 
where many stations broadcast shoulder-to-shoulder, selec- 
tivity, a tuner's ability to keep closely spaced stations apart 
becomes an overriding concern whereas sensitivity is totally 
irrelevant. Many of these stations may push so much power 
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out of their transmitter antennae that a sensitive tuner is eas- 
ily overloaded and produces distorted sound. In a city with 
few FM stations, both of good signal quality and spaced 
wide apart on the FM dial, selectivity plays no role; the tuner 
of choice is one that extracts optimum sonic quality from the 
signals. 

Tuners are either of the conventional, analogue type 
using a tuning knob and a station dial, or the quartz synthe- 
siser type using scan buttons and station pre-set keys for 
tuning to station and showing the tuned frequency on a digi- 
tal display. Auxiliary features abound, some of which offer 
greater convenience while others attempt to improve recep- 
tion and sound quality by various electronic means. What- 
ever your choice of tuner, however, be sure to use a good 
FM antenna or a combined TV/FM antenna specially dis- 
igned for this purpose. 

One of the chief benefits of a component system, in addi- 
tion to tailor-made performance, lies in the fact that you do 
not have to buy everything at once. People living alone 
often start out with just a tuner, amplifier (or a receiver, 
which is a combination of the two) and a pair of head- 
phones. Or you could start with a cassette deck, tuner, amp 
and speakers — a method favoured by people who also 
own a car stereo system and get double use out of their cas- 
settes. Classical music fans will want a turntable first because 
the largest repertoire of classics is still published on LPs. 
Later add-ons and upgrades are easy to do in a component 
system because virtually all input and output connections 
between the various components have been standardised 
so that compatibility problems hardly exist. 

But back to the components in a hi-fi system. Next in the 


chain comes the amplifier and here again you have a basic 
choice to make, whether to opt for an integrated amplifier 
(the majority) or separate pre- and power-amplifiers (a 
small, elitist minority). An amplifier has to perform in two job 
areas — control functions such as volume, tone, balance 
controls and switching between various sources: and 
amplification proper, i.e. creating the power needed for 
driving the speakers. An integrated amplifier combines both 
jobs in one unit. A pre-amplifier performs only the control 
jobs plus pre-amplification of the (extremely delicate) signal 
from your turntable, leaving the production of the necessary 
watts to the power amp. The savings inherent in the inte- 
grated amplifier format and its operating convenience make 
it the preferred choice for all but the most elaborate high- 
end systems. 

Unfortunately, amplifiers are often bought on the 
strength of their output power alone. While a decent 
amount of power is certainly needed, this varies greatly with 
the size of your listening room, the efficiency of your 
loudspeakers and the kind of music you want to hear. Nor- 
mally, an output power rating between 50-100 watts should 
be sufficient; but be sure tht this specification is given in the 
following form: "xx watts continuous rms power per chan- 
nel both channels driven, into 8 ohms, from yy to zz Hz, with 
no more than 0.1% THD, where xx should be over 50, yy 
40 or less, and zz 18,000 or more." But more important 
than sheer wattage is the quality of that power. However, 
there are at least as many amplifier theories as there are 
amplifier manufacturers. Entrust the choice of amplifier to a 
trustworthy audio export. 

What about choice by listening test? A test yields valid re- 


The CANON T70 won the 1984 European Camera of the Year Award 
with a first-rate specification making full use of modern technical advance 
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Exposure control: Centre- 
weighted or selective option 
(measured on central 11 per 
cent of screen, with exposure 
lock on auto). 

Lenses: Any Canon FD lens (or 
equivalent fitting), and many 
older Canon mounts in some 
modes. 

Facilities: Auto load, advance 


Canon + 


Viewfinder: 92 per cent field of 
view, non-interchangeable 
penta-prism screen, split image, 
micro-prisms, matt field. V/F 
lens shows P for program mode, 
exposure OK, indication for 
shake warning at differing 
speeds according to program, 
AE lock setting, flash ready, M 
manual, digital display of 


rewind, push button exposure 
or mode control: self-timer 
lock, dual exposure field control 
by slider switch. Takes virtually 
all Canon system accessories. 
Matched 277T flash for program 
or aperture priority dedicated 
control, with infra-red distance 
sensor. 


Specification: Eight exposure 
modes: standard, wide 
(emphasis on aperture), tele 
(speed emphasis), shutter 
priority AE, manual, stopped- 
down AE, two flash modes. 
Shutter: Vertical, 
electromagnetic 2-1/1000 sec, all 
electronic. 


aperture in all modes except 
stop-down AE which shows 
shutter speed, partial metering 
symbol. LCD top-plate screen 
shows wide variety of 
information according to mode, 
plus film speed, frame counter, 
film load and battery charge 
State. 
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шь only when conducted i in your r listening room and with 


` your other equipment, so a dealer would have to let you - 


take all the candidates home and assist with proper set-up. 
What is more, audible differences between amplifiers do 
exist, but they are often not immediately obvious to hi-fi 
novice; where they are, a tendency exists to select the more 
glamorous sounding unit over the more natural sound, a 
possible cause for later regret. This true of all component 
Я selection, but particularly of our final link іл the audio chain, 
. the loudspeaker. 
—. Substitute an amp in a hi-fi system and you will perhaps 
^ hear a difference. But substitute a speaker, and the change 
-will be manifest and unmistakable. If a speaker of perhaps 
- 10 years ago is replaced with a recent one, the difference will 
. be striking because speaker technology has made more pro- 
` gress than any component with the exception of the cassette 
<- deck (but still has along way to go before it reaches the level 
. of today's best amplifiers). 
. While in the US and Europe a few manufacturers have 
- been working with other principles of converting electricity 
z into sound, virtually all Japanese speakers belong to the 
< famliar dynamic type in which a coil, through which the cur- 
. rent from the amplifier is flowing, moves in a magnetic field 
and sets a cone into vibrations, which in turn creates sound. 
Although the basic principle is the same, vast differences are 














found in its implementation: Japanese audio manufacturers 
have been very inventive regarding major and minor im- 
provements. The more important ones include flat (instead 
of cone-shaped) diaphragms, a multitude of new and often 
synthetic materials in place of conventional kraft paper, 
reinforced cabinet construction, new ways of designing the 
crossover network (the circuits in a speaker that separate the 
bass, medium and high ranges and feed them to the respec- 
tive speakers), larger voice coils for higher. efficiency and a 
multitude of small refinements. It is in loudspeakers that a 
manufacturer's distinct signature or sound policy becomes 
most apparent. 

Among speaker specifications, there are but two items 
that could conceivably influence your buying decision. One 
is the frequency response curve, a somewhat wiggly graph, 
which should be as flat as possible and should not display 
any pronounced steps, hills or troughs. The other is an item 
variously called efficiency or sensitivity, with a number in the 
range of 85-95 followed by “dB/m/W.” This indicates how 
loud a speaker will play with a given amount of amplifier 
power. Higher numbers mean higher efficiency. Although 
these say nothing about the sound quality, it is preferable to 
choose a higher speaker efficiency when you are using a not- 
so-powerful amplifier in a large room. In other words, high 
speaker efficiency saves amplifier power. è- 
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By C. P. Regge 


qr ome video — as opposed to professional systems 
used in TV production — has been dominated by 
Japanese manufacturers almost since its beginnings 
19605. Both predominant video-cassette formats, 
nd Beta, are Japanese developments, the former the 
ог ld of the Matsushita-JVC group, the latter invented 
by Sony. Together, they account for more than 90% of 
-worldwide home video-cassette recorder (VCR) sales, with 
` the Philips/Grundig Video 2000 system still enjoying some 
. popularity in Europe. 
= Kyou simply want to record TV programmes for later view- 
- .. ing or for building up a library of movies or whatever, all 
you need is a stationary, i.e. AC-powered VCR connected 
— to the antenna terminals or, in the case of recent monitor 
TVs, the video in/out jacks of your TV set. 
Virtually all VCRs are equipped with timers that record in 
your absence. These timers vary in their degrees of flexibil- 
ity; while the simplest ones can be programmed for only a 
= single event — one particular TV programme to be re- 
` corded — more elaborate models can be set to record sev- 
— eral events on different channels over a period as long as 
. one month. The only limitation is the recording time of the 
cassette, which can be as long as eight hours in the extra- 
long play mode. 
In home VCRs, a recent and most welcome development 
















has been the hi-fi recorder available both as Beta Hi-Fi and 
VHS hi-fi. In the past, the sound quality obtained with video 
recorders has been relatively poor when measured by hi-fi 
standards, a price to be paid for long recording times neces- 
sitating extremely slow tape speeds. In normal VCRs, the 
sound — monophonic, not even stereo — is recorded on a 
narrow track along the tape edge and picked up by a station- 
ary head. Hi-Fi VCRs record the sound on the video tracks, 
together with the picture, at the high speed of the rotating 
video heads. The soundtrack is in stereo and its quality, 
Bera still short of the best audio-only sources, is certainly 
worth playing back over your hi-fi amplifier and speaker sys- 
tem. 

To shoot your own movies at home, you need a video 
camera which connects to the inputs provided on most 
VCRs. For outdoors, however, you will need either.a porta- 
ble, battery-powered video recorder plus camera or one of 
the new camcorder units. In the interest of portability, TV 
tuners and timers are usually left out of portable VCRs, but 
can be bought separately for home use. Even so, a portable 
VCR still weighs in at a hefty 3-4 kgs, not a light burden if 
you add the weight of the camera and the rechargeable bat- 
tery back needed for outdoor work. Portable VCRs can also 
be powered from AC or a car battery, however. If the cam- 
era is equipped with an electronic viewfinder - — the better 
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set. In both systems, the rechargeable batteries ar« 
stored in the camera grip. If you are planning to do 
a great deal of outdoor shooting, a camcorder will 
literally lighten your workload. 

It is no secret any longer that in the near future 
perhaps as early as Christmas this year, a com 
pletely new video format will be launched: similar 
in size to the 8mm film cameras of the past, 5mm 
video will put top priority on portability and ease ої 
operation but at a compromise in picture and 
perhaps sound quality. 

Meanwhile, as this is written, news comes from 
Sony: under the name of Vidimagic, a revolution 
ary video projection system is about to be 
launched. Its beam index tube supposedly deli 
veres a bright, clear colour picture on a sizable 
screen. Beta VCR serves as the programme source 

Introduced a few years back by Pioneer and 
Magnavox, the LaserDisc video-disc system, айе! 
some initial weaning problems, has been making 
slow but steady inroads into United States and Japanese 
markets. Similar in principle to the CD audio disc, the lase! 
video disc can be manufactured largely on the sam 





models usually are — you can play your recordings through 
the viewfinder screen right on the spot. | 


| 


Single-unit cameras with built-in video recorders are now 


available in both Beta and VHS formats. While the Beta- 
movie system works with normal Beta cassettes, the VHS 
Video Movie uses a small cassette (with shorter playing 
time); for playback on a regular VHS deck, a special cassette 
adapter is needed. Betamovie camcorders on the market 
now, while offering longer recording times, are recording- 
only: devices. The VHS camcorder permits playback 
through its viewfinder or through direct connection to a TV 





facilities. 

The obvious reason why market acceptance has been re 
latively slow lies in the laser disc's limitation as a playback 
only medium. Software, the mainstay of which have been 
movies and music shows, is not cheap. Buyers of LaserDis 
players are chiefly people who already own a VCR to do 
their own recordings and have been attracted to the disc for 
mat by its undeniable quality advantages. % 











T he finals of the largest ever soccer tourna- 
ment for the Asian Cup will be staged in 
Singapore for 2 weeks from December 1 — 16, 
1984. The diversity of this competition is part 
of the fascination of the Asian Cup, held only 
once every four years, with the top teams from 
over 30 nations in Asia and the Middle East 


competing for the qualifying rounds, giving 


the competition a unique character as a color- 


ful and dynamic patchwork of footballing 
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1984 Asian Cup in Singapore 
supported by JVC 

















nations. Despite the huge number 
of international tournaments in various 
parts of Asia — a testimony in itself to the 
popularity of the game — the Asian Cup of 
Nations remains the most prestigious and 
coveted prize of all. 

The 1984 Asian Cup could hardly have a 
more enthusiastic host than Singapore — the 
long and diverse sporting history of the 
Republic is a guarantee that the tournament 
will be eagerly followed by a public for whom 
football is ingrained as a part of life. The 
setting for the games will be Singapore's 
National Stadium, one of the most modern in 
Asia, with a seating capacity of 65,000 spec- 
tators. Apart from the live spectators, there 
will also be a huge international audience 
following the games on television. The great 
diffusion of TV means that more people will 
be watching the action in more countries than 
ever before — an estimated 600 million 
viewers! 

Hi-fi and video innovator JVC has been 
chosen as an official sponsor of the Asian 
Cup, as it also has been for other worldwide 
football competitions including the 1984 
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THE WORLD'S SIMPLEST 
VIDEO SYSTEM 








JVC's VideoMovie is a live recording system more compact, Then connect directly to a television set to view 
more lightweight and more convenient than any other. the picture-perfect results. No other player | 
Drop іп а cassette and shoot like you would with а home or recorder is necessary. Len! 
movie camera. No experience needed. No cables, connec- VideoMovie recordings conform perfectly б 

tions or other components required. to VHS specifications for quality 


ти es assured pictures and compatibility 
with standard VHS recorders. 


Ш Complete in 1.9kg — camera, recorder 
and playback circuitry 

Ш instant playback and direct TV connection 

E Available-light sensitivity of just 15 lux 

VideoMovie can be connected directly to an A/V television or, via a tiny RF unit (provided) LÀ Fully electronic viewfinder 

to any regular or portable TV model for playback i Optional character generator for 

on-screen titles 
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HISTORY 


The Vietnam synthesis 


Vietnamese Tradition on Trial 1920- 
1945 by David G. Marr. University of 
California Press US$9.95. 


«qf there was one idea on which 

almost all intelligentsia members 
of the 1930s could agree, it was the his- 
torical dialectic. The only unchanging 
reality was that everything changed.” 
Thus, Marr encapsulates the upheaval 
in Vietnamese intellectual life between 
1920 and 1945, when the young and ad- 
venturous set the tone and seized the 
initiative. Confucian ideology and the 
old desiderata — harmony and hierar- 
chy — had been ‘discredited by the 
easy French victory over Vietnam. 
Young Vietnamese intellectuals were 
searching for something to replace 
them. 

.Marr's careful research provides us 
with a taste of the ferment — in educa- 
tion, religion, economics, politics and 
the family. Mainly by surveying 
French- and  Vietnamese-language 
publications of the period, he provides 
the vital context for understanding the 
Viet Minh's appeal in 1945. By this 
time, students back from Paris, Mos- 
cow, Canton and Tokyo had communi- 
cated to their peers, as well as to a 
significant number of workers and 
peasants, new notions of equality and 
progress. 

Tradition on Trial makes abun- 


dantly clear the fact that there was 
more to the 1945 August revolution 
than superb communist organisation 
and an opportune international situa- 
tion. There was a newly aware society 
eager to come of age. After reading 
Marr one can only marvel that the 
French failed to accept what had hap- 
pened in their colony and spent 
another nine years trying to turn the 
clock back. 

The search for new ideas and expla- 
nations started with the turning to the 
West of many Vietnamese. Asian think- 
ers such as Mahatma Gandhi and Sun 
Yat Sen were not neglected, however, 
in the quest for national rebirth. But 
the most influential Vietnamese soon 
came to realise that simply aping the 
West or other Asian models would not 
do: what wasneeded was a synthesis of 
new ideas with the best of the Viet- 
namese tradition, the "national es- 
sence" or quoc tuy. Marr devotes one 
chapter to the upsurge of interest in 
quoc ngu, the Romanised Vietnamese 
script, which put literacy within the 
reach of all sectors of the population 
and made the Vietnamese language a 
respectable vehicle for disseminating 
abstract ideas. 

The quest for a new national ideol- 
ogy is further portrayed through the 
careers of several pivotal figures. 
Three of the key ones are Phan Boi 









Chau, Pham Quynh and Ho Chi Minh. У 
Phan Boi Chau is singled out as, among | 


other things, the father of moder 


Vietnamese history. Marr credits him 7 


with being among the first Vietnamese 
to realise that the masses — not justa 


few “superior men" — are the authors _ 


of history. 

Pham Quynh, editor of the wellê 
tablished quoc ngu journal Nam Phong ~ 
(Southern Ethos), is identified as the 


»! 


front-man of the French effort to de- 
flect interest from political struggle to 7 


safer forms of nationalism. While his 


journal gained popularity for its lin- © 


guistic nationalism, his promotion of 





WARFARE 


Pakistans prisoners of the past 


The Wounded Pride by Siddiq Salik. 
Wajidalis, Lahore. No price given. 


he 1971 war between India and 

Pakistan was attended by two 
tragedies. The first, well known and 
widely publicised, was the suffering 
caused in the course of the painful 
birth of Bangladesh. The other, hardly 
ever talked about, was the agony of 
90,000 Pakistani soldiers and civilians 
held as prisoners of war in India for al- 
most two years. 

When the Pakistani army surren- 
dered in then East Pakistan on 16 De- 
cember 1971, its troops expected to re- 
main prisoners for a few days, perhaps 
weeks, before being repatriated under 
the Geneva Convention on PoWs. In- 
stead, they remained captive for 22 
months during which time they experi- 
enced to the full the antagonism be- 
tween India and Pakistan which led 
them to fight in the first place. 


Salik, a public relations officer with 
the Pakistani army at the time of the 
war, who has already: published a 
popular account of the transition of 
East Bengal from East Pakistan to 
Bangladesh in his book Witness to Sur- 
render, a few years ago, was one of the 
90,000. The Wounded Pride is his de- 
scription of life in Indian-PoW camps. 

The original publication in Urdu 
came out soon after repatriation of the 
prisoners, and ran into eight editions. 
Considering that few books are pub- 
lished in Pakistan and fewer still make 
it past the first edition, that is acclaim 


indeed. The English translation lacks | 


the powerful expression of the Urdu 
original, in which Salik's mastery of 
the language enables him to make the 
narrative very lively. a 

Salik’s account is a very personal 
one and concentrates on the human di- 
mension of the PoW experience. His 
point seems to be that the inherent hos- 


tility between Indians and Pakistanis І 
was at the root of the treatment meted 


out in Indian prisons, and that for 
many Indians, 1971 was the year to 
prove the “mistake” of Pakistan’s 


creation and the undoing of the coun- 
try was not sufficient for the purpose. 


Pakistani PoWs, too, had to be 


humiliated to heighten the effect of de- 


feat on those who had opted out of the 
Indian Union in 1947, 
One may differ with Salik's analysis 


of the “Indian mind," but The 
Wounded Pride is a respectable addi- 
tion to the limited reading material on 
the Pakistani case in the debate over 


the psychological basis of Indo-Pakis- 
tan relations. It leads readers to ask 
the crucial question: would the Pakis- 
tani PoWs have received better treat- 
ment if they were not Pakistanis held 
in India? 

PoWs always pay the price of being 
soldiers of a defeated army. They suf- 
fer more when military engagements 
result not only from political conflicts 
but are attributable to a deeper-rooted 
antagonism. — HUSAIN HAQQANI 
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social stability through neo-Con- 
fucianism did not catch on. 
| Itis Ho who appears as the most suc- 
cessful synthesiser of the old and new. 
We see him here as, above all, a great 
educator. According to Marr, he “pro- 
jected a personal image which com- 
bined the austere self-improvement 
ethic of the Confucian literatus with 
certain new traits such as a passion for 
unctuality, for physical fitness, and 
or the simple direct speech of the ordi- 
nary Vietnamese villager." 

In Ho's reformed Confucianism, loy- 
alty and piety were no longer to be di- 
rected towards parents and rulers, but 
towards the people. And capping the 
new system of ethics was the familiar 
virtue of “benevolence” or “humane- 
ness,” which a party manual defined as 
the virtue of “loving deeply and of 
wholeheartedly assisting ones com- 


rades and compatriots.” 
Among party intellectuals, Dao 
Duy Anh, Tran Huu Do and Tran Huy 


Lieu are singled out, and their 
evolution as Marxists portrayed 
through their writings. They are 


among the transitional figures who in- 


uced the reading public to such 
concepts as the dialectical approach to 
history and the Leninist analysis of im- 
perialism. 

But in Marr’s final chapters it is the 
northern publicist Truong Chinh who 
emerges as the party spokesman for 
culture. Marr believes it was he who 
drafted the Indochinese Communist 
Party's 1943 Theses on Vietnamese 
Culture, which proclaimed the need to 
subordinate art to the national libera- 
tion struggle and promised а "full- 
fledged cultural revolution aimed at 
creating a socialist culture," once in- 
dependence had been won. 

Today, 40 years on, politburo 
member Truong Chinh still nas the last 
word in cultural affairs. The society 
that came of age in the 1920s and 1930s 
has grown into staid middle age. Indis- 
putably, as Marr maintains, the era of 
the intelligentsia came to an end in the 
early 1940s. After the national libera- 
tion struggle moved to guerilla war- 
fare, politics took precedence over in- 
tellectual pursuits. There was no room 
on either side of the struggle for free- 
thinkers. — SOPHIE QUINN-JUDGE 


SOCIOLOGY 


Old cries and modern myth 


Japanese Society: Tradition, Self and 
the Social Order by Robert J. Smith. 
Cambridge University Press, Cam- 
bridge. No price given. 


t is a brave man indeed who writes 

about Japanese society, or any other 
society for that matter, in 140 pages. If 
it can be pulled off convincingly we 
throw our hats into the air and 
applaud; if not, we shake our heads ata 
piece of bravado which has turned into 
the foolhardy. This author, professor 
of anthropology at Cornell, does not 
pull it off. 

The book sets out to analyse why 
Westerners pour so much effort into 
trying to reassure themselves that “the 
Japanese can be made to seem more 
and more like” themselves. He con- 
cludes by suggesting that they seek this 
reassurance because they do not want 
to admit that a different society with 
other values, attitudes and perhaps 
goals is challenging them in their 
“most cherished certitude of organisa- 
tional and technological superiority.” 

What this boils down to is the old cry 
that modernisation does not mean 
Westernisation, which is certainly well 
worth stressing again to shake the 
West, and especially Europe, out of its 
cultural complacency. Unfortunately, 
Smith's gloss on this theme is insuffi- 
cient and unconvincing — a collage 
rather than an analysis — lumping to- 
gether selective and often injudicious 
references to other people's work, in 
order to bolster an argument that is not 
very clearly presented. 

At the end of the day the Japanese 


FAR EASTERN ECONOMIC REVIEW e 22 NOVEMBER 1984 


emerge as unique, no doubt flattering 
to some Japanese, but hardly credible. 

Several controversial assertions, 
some familiar, are put forward to sup- 
port this: the Japanese notion of tradi- 
tion is different because it clothes 
"new concepts in traditional garb" — 
the group is more important than the 
individual; conformity comes before 
individuality; familism, or the hierar- 
chical household, has left a deep re- 
sidual impact on modern industrial re- 
lations; intuition is an essential ingre- 
dient in the effectiveness of modern Ja- 
panese decision-making. 

Some of these assertions may be 
valid descriptions of aspects of Japan- 
ese society, but to suggest that they are 
the definition of what is different 
about that society and, catering to cur- 
rent interest, have led to Japan's pre- 
sent economic success, is a highly mis- 
leading obfuscation. It is the obverse of 
the supposed connection between the 
Protestant ethic and the rise of 
capitalism. Maybe Protestantism con- 
tributed to the  permeation of 
capitalism, but to single it out as the 
unique contribution is wrong, for 
otherwise capitalism could not have 
flourished in Roman Catholic coun- 
tries, to say nothing of Japan and other 
Asian nations. 

Are we to suppose then that Japan's 
modernisation and success depend on 
some sort of special "Japanist" ethic 
and not on more down-to-earth fac- 
tors, such as rational business organi- 
sation, calculation, policy, compara- 
tive advantage, and — for those who 
like intangibles, luck, all of which 


can be explained and understood with- 


out recourse to supposedly unique eni- 
tural values? And are we to assume, as 
Smith appears to, that those values 
hold universal sway over the society? 
After all, not everyone in the Үуеѕ 5 а 
rampant “individualist” so there is no 
reason to suppose that all Japanese are 
passive and uncritical group loyalists. 
Personality operates in Japanese 50- 
ciety too, as former prime minister 
Kakuei Tanaka demonstrates. 


hat is lacking in this book is a cóm- 

parative approach. Much is Н" = 
of the redefining of tradition as if is 
was exceptionally Japanese; but what 
for example is the present positionfor 
the monarch in Britain if not thë suc- 
cessful redefining of a tradition? Nor 
was the dressing up of revolutionary 
change in a conservative idiom utique 
to the Meiji oligarchs; it had happened 
in England before the Civil War. And 
we do not have to wander too far into 
history to realise that what happened 
in Japan in the 1930s militant 
xenophobia and blind faith is not 
unique but has a parallel in Nazi Ger- 
many. In both cases the pace of mod- 
ernisation and the internal and ex- 
ternal constraints on the process itself 
exploded and spilled across borders, 

Without reference to comparative 

social and economic development 
Japanese society indeed may appear 
unique, but falsely so — no society 
is an island, not even to itself. It is a 
disservice to our understanding of 
modern Japan to suggest that it is 
so. Inadequate for the specialist, too 
opaque for the general reader, it 
is hard to imagine what au- 
dience will find this book 
satisfactory. 
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у will now facilitate capital 
isation [through publie offerings 
res and debentures]. ” 
more than three years, officials 
he Stock Exchange of Thailand 
"and others who have a direct 
ke in the domestic capital markets 
ave been lobbying for crucial amend- 
ts to the 1974 SET Act. The 


rlooked in the hurried process of 
tting up the stockmarket. The mar- 
et has existed since then on a flimsy 
mdation which never provided а 
ear definition of stocks. 

lut after gruelling deliberations by 
Finance Ministry, the SET Advis- 
‘Committee and the Juridical Coun- 
(the government's legal-affairs 
ency) since 1981, the sought-after 
ndments were finally approved by 
ment and became law in late 
ber. In essence, the new law au- 
slisted companies to make pub- 
rings of ordinary shares and de- 
es. There have been virtually no 
ngs since 1978, when separate 
ation — the Publie Companies 
-imposed rigid share-diversifica- 
requirements on firms wishing to 
for public offerings. Most new 
ssues have had to be privately 


sferability of stocks, and in- 
rules to outlaw and penalise 
pulation and insider trading. The 
d SET Act appears to have all 
ary provisions to put. the 
arket on a healthy, disciplined 





er. er civeamstancés, the 
changes should translate into a 
or boost. But the timing-was inop- 
e. For several years after the 
ket tumbled following the collapse 
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company secte 


i licy imposed upon t 
i early this year —-ni 


wind the domesti economic recovery. 


However, . 
| b aggr: - 
ionetary po- 
nking system 
і the recovery 

peak point in 
the “Book Club Index 
plunged steadily to close the year at 
121.24. It fell further this year, to 
119.18 in June, before rebounding a 
bit on some strong blue-chip earn- 
ings. 


in the bud. Since the la 


he market took another beating 
from the 2 November devalua- 

M tion. On 5 November — the first 
stock-trading dày after the baht's 
parity change — the Book Club Index 
lost 4.15 points to close at 119.08. The 
three cement counters were worst hit, 
reflecting fears of foreign-exchange 
losses arising from their substantial 
offshore debts, while the banking 
board was also adversely affected, 
though to a lesser extent. 

But SET officials believe things are 
now looking up. “The trend in 1985 
will be better. As the various adverse 
repercussions gradually subside, the 
benefits [of the new law] will become 
more apparent,” said SET president 





Nepal sets up a securities 
exchange to draw money 
out of the black market 


By Kedar Man Singh in Kathmandu 


n an apparent bid to draw off black- 
market funds accumulated by busi- | 
nessmen and  industrialists, the 
Nepalese Government has decided to 
open Nepal's first stockmarket in No- 


| vember. 
Raja Finance in 1979 (REVIEW, 18 
fay °79), stock trading remained dë- - 
tated It was ‘not until Me that the | 


А spokesman for the Nepalese 


Ministry of Finance said shares would 


market recovered somewhat, along | 
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Siriluck Rattanakorn. Even though the 
legal changes were still pending last 
year, SET officials said confidence was 
reviving noticeably even then. Against 
only one new listing in 1982, there were 
seven new listings (out of. eight appli- 
cations) in 1983, апа eight more firms 
entered the market this. year, TRAE 
total listings to 96. 7 | 
On average, the Th corporate debt- 

to-equity ratio has always been quite 

high. Businesses here, particularly 

small and medium-size, rely heavily on 

bank overdrafts, which can be: re- 

garded as part of their total debt, since 

they are constantly rolled over. Ac- 

cording to Siriluck, many companies 

are now sensing the necessity of in- 

creasing their Cty id тейисе {һеве 

ratios. 

But the new ; legal. provisions do not 

mean that there will be a flood of new 
issues. The law, in principle, au- 

thorises "listed companies and firms 

that are [in the process of] applying for 

listing to make public offerings of 
shares and debentures, but such offer- 

ings must be in accordance with the 
regulations and conditions to be de- 

creed by the SET at the consent of the 
finance minister.” е, 

The regulations and conditions аге 
still being drafted but should Бе ап- 
nounced before the end of November. 

It was not immediately known how 
many currently listed firms would 
qualify for new Issues. 

"The SET has decided to aR the 
situation on a selective basis. As 








be floated through the semi-govern- 
ment Security Marketing Centre. Fi- 
nance Minister Prakash Chandra Lo- 
hani’s earlier plan to offer shares to 
the public: in the highly. profitable 
Telecommunications Corp. and the 
Nepal Insurance’ Corp., both ‘semi- 
e organisations, have flop- 
Private entrepreneurs and private- 
capital holders have not shown much 
interest in the schemes, expressing re- 
luctance to stake their money in gov- 
ernment-run corporations. because of 
| the frequent changes in economic and 
industrial policies. | 

According to the Finance Ministry 
spokesman, among the various public 
companies and other organised in- 
stitutions operating in. the kingdom, 
















Siriluck told the REVIEW: 
“Of the existing listed firms, 
we will allow only those with 2 
reliable accounting ргас- 
tices and proven manage- 
ment integrity [to make pub- 
lic offerings]. For now, 
firms that are in the process 
of applying for a listing will 
not be permitted to make of- 
ferings, to prevent any confusion 
should the application be rejected. The 
official strategy is to promote the issue 
of ordinary shares alongside converti- 
ble debentures: 

Another constraint on any large- 
scale equity formation is the flourish- 
ing underground money market which 
generally offers rates of return well 
above those on legitimate investments. 
Although the cabinet, after a two- 
month delay, endorsed a royal decree 
on 6 November to outlaw the chit-fund 
business — including the controversial 
Mae Chamoy pyramid money game 
(REVIEW, 20 Sept.) — any effective gov- 
ernment control on the overall under- 
ground markets remains doubtful. 

Perhaps of more direct significance 
to the future of the Thai capital mar- 
kets are the amended law's provisions 
on stock ownership and transactions 
and stricter measures to prevent and 
penalise insider trading and manipu- 
lation. The 1979 crash was due to ex- 
cessive manipulation. Since the law 
was vague on this issue at the time, 
speculators who placed purchase or- 
ders but failed to take delivery of 
stocks after prices plummeted were 
simply able to flee the scene — leaving 
behind a mountain of legal battles. 
Several hundred cases are still pend- 
ing in court, with brokerage firms 
suing these speculators for unpaid 
debts. 

Such chaos is unlikely to be repeated 
with stocks’ transferability now 


Nepal Insurance and Transport Co., 
Nepal Battery Industry and Balaju 
Sanitary and Engineering already 
have allocated shares to the Security 
Marketing Centre. 

Among the shares to be floated, 
those of Nepal Bank and Nepal Insur- 
ance and Transport are likely to be 
most attractive to private investors, 
economic experts here believe. 

Officials hope that the establish- 
ment of a stockmarket will not only 
benefit shareholders, but also will pro- 
vide a base for setting up new com- 
panies. It is expected also to promote 
greater corporate liquidity. A broker 
system will be introduced to promote 
the stockmarket. A comprehensive 
programme, including provision for 
training brokers, will be initiated 
soon. 
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| clearly defined. In another departure 


from past practices — when conflict- 
ing parties could lodge legal com- 
plaints through various channels in- 
cluding complaints to the police — the 
new law authorises only the public pro- 
secutor to file suits, As an extra means 


| of simplifying future legal disputes, it 


also empowers an arbitration commit- 
tee to rule on disputes. The committee's 
verdict will be taken as final if both 
conflicting parties are satisfied. 


he law's provisions relating to 

: insider trading and manipulation 
are designed primarily to protect 
investors. But some of them are so 
strict and detailed that there is concern 
among many brokers. Said one: "We 
broadly support any government ac- 
tion to prevent and penalise foul deal- 
ings. But the practical aspect has to be 
taken into consideration. Some of the 
provisions are not absolutely clear and 
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Siriluck; SET trading floor: a tighter watch on issues. - 
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are open to legal interpretation. Weare 
afraid that we may [unintentionally] 
violate the law." 

On insider trading, the new law says: 
"Listed companies must file гез 
ports, at regular intervals within six 
months, about the stock holdings of di- 
rectors, managers; auditors, plus other 
management executives to be stipu- 
lated by the finance minister, together 
with the holdings of their spouses and 
children; and the reports must be made 
public." Similar requirements apply to 
the directors, the president and other 
as yet unstipulated officials of the SET 
itself. 

The provision on manipulation 
states: "Whoever related to stocks or 
stock transactions makes a false state- 
ment or distorts the financial position 
and operating result of any listed firms 

. and [distorts] the purchase/sell 
price of listed stocks must be liable toa 
Baht 200,000 [US$8,700] fine. If the 
wrongdoer is a corporate entity, its di- 
rectors are liable up to one year's im- 
prisonment, or both." If these offences 
are committed by a listed firm, or if it 
withholds information that should be 
made public, it is liable to a Baht 
400,000 fine and its directors face up to 
two years’ imprisonment. Similar 
penalties are imposed on brokerage 
houses and their directors 

Although the broad thrust of the new 
law was as expected, brokers were sur- 
prised by the detail of the preventive 
provisions. Because of the confiden- 
tiality of the drafting process, they 
were not consulted during much of its 
formulation. SET officials have tried 
to play down these concerns. An offi- 
cial source told the REVIEW that one of 
the final versions contained even more 
rigid requirements, but that many 
were deleted at the SET's insistenee 
before thelast draft was passed by par- 
liament. u 


73 








| 


пз > > 


= ЕЛ7 


india’ s new prime minister would like to liberalise the 
economy further, but faces major stumbling blocks 


By Mohan Ram in New Delhi 


‘out his economic philosophy. But 
@ when he made his political debut, he 

was not surrounded by the usual mot- 
ley Crowd of organisation men in 
coarse home-spun, mouthing 
platitudes, but by slick, safari-suited 
^ young executives of Indian multina- 
— tional business houses, speaking Eng- 
lish with public-school accents. 

The media image of the “crown 
prince” was that of a dynamic young 
man with a vision of a modern India, 
front-runner of the Third World. He 
| has been relying on a think tank of 
technocrats and academics, reminis- 
cent of Indonesia's “Berkeley Mafia" 
of the late 1960s. The media have 
— linked Rajiv with some of the country's 
— recent achievement symbols such as 
the Asian Games, hosted in New Delhi 
~ in 1982, and the hurried advent of col- 
—our TV to coincide with it, and the low- 
— cost, fuel-efficient Maruti car with Ja- 
— panese Suzuki technology. 
— It is assumed that the late prime 

minister Indira Gandhi's “open” eco- 
_ Nomic policies since her return to 
-power in 1980, after 33 months in the 
- political wilderness, were a response to 
— the policy drift of the Janata Party 
— which won power in 1977. 
—Janata defined “growth of so- 5 
— Cial justice" as the thrust of its 

policies: this meant decen- 
tralised planning in place of 
the Soviet-model planning 
India had already tried, with 
the emphasis on agriculture 
reversing the undue accent on 
industry and “mass-oriented 
industrialisation” io generate 
employment in place of large- 
"scale, capital-intensive indus- 
tries. In the event, the out- 
come was an economic sham- 
bles. 

However, after the defeat of Janata, 
Mrs Gandhi's policies moved away 
from the old doctrinaire obsession 
with ensuring for the public sector the 
commanding heights of the economy. 
A new industrial policy in mid-1980, 
which carried the stamp of Mrs Gan- 
dhi's younger son Sanjay (killed the 
same year in a plane crash), opened up 
for private industry some of the areas 
which in the past had been the exclu- 
sive domain of the state. It also eased 
some of the curbs (devised as anti- 
monopoly measures) on expansion of 
production by the bigger industrial 
houses. 

Subsequent measures were aimed at 
greater efficiency and quality in indus- 
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ajiv Gandhi has not yet spelled ' 













trial production through a less restric- 
tive attitude towards foreign equity, 
accompanied by transfer of technology 
and the induction of technology 
through collaboration agreements and 
the like, together with a liberal ap- 
proach to licensing capacity. The re- 
sults are most evident in the vehicle 
sector. In place of the delays (some- 
times up to five years for two-wheel- 
ers, cars and commercial vehicles), 
there will soon bea glut, with a spate of 
collaboration agreements. With im- 
ported technology, quality will im- 
prove and the consumer will have a 
wider choice. 


here has been a similar change in 


the electronics sector. A recent de- | 


cision to allow the import of com- 
puters carries this policy further. 
India has also decided to modernise its 
vintage telecommunications set-up. 
Production of telecommunications 
equipment has long been a state mono- 
poly; now end-user equipment can be 
made in the private sector, though to 
avoid repetitive 
technology, the government will cen- 
tralise imports and make the technol- 
ogy available to the producers. 

On the demand 
side, the measures 
have included cuts 
in excise duties on 


like. Liberalised 
imports are aimed 


i Zu n Indien ашу to coni bet 





imports of | 





certain durable 
goods such as re- 
frigerators, home 
appliances, elec- | 


tronic items and the | 


seventh plan set to begin in four 






Rajiv; satellite communications centre: plugged in but not switched on. 






ition as a means of improving quality. . 
Although maintaining that it does 
not believe in export-led growth, India 
has been liberalising the import of cap- 
ital goods and inputs to promote pro- 
duction for export. Its package of in- 
centives includes promotion of 100% 
export-oriented units and new free- 
trade zones. These "open" policies 
have been criticised as a surrender to 
conditions imposed by the Interna- 
tional Monetary Fund on the record 
loan of 5 billion special drawing rights 
(SDRs — US$5.04 billion) taken in 
1981 to overcome a serious payments 
crisis and to effect structural readjust- 
ment over the three-year loan period. 
But the loan arrangement was mod- 
ified, without recourse to the final in- 
stalment of SDRs 1.1 billion on the 
grounds of an earlier-than-expected 
improvement in the payments position 
and the success of the government's 
readjustment policies. These policies 
are likely to continue and, if anything, 
may become more open under Rajiv. 
The World Bank has praised India's 
policies and sees the Indian economy 
as being “on the rebound.” But such 
impressive claims do not always bear 
close scrutiny. An average annual 
growth rate of 5.5% is claimed for the 
first four years of the five-year plan 
(1980-81 to 1983-84) against a target of 
5.2% for the whole plan period. But the 
5.5% average for the four years is the 
result of a calculation which takes 
1979-80, a depressed year with a minus 
5.2% growth rate, as the base year. If 
the average for five years — 1979-80 to 
1983-84 — is taken, with 1978-79 as 
the base year, it works out to 3.6% a 


| year. A population growth rate of the 


order of the present 2% a year entails 


| an annual increase in per capita in- 


come of just 1%. The sixth five-year 
plan (April 1980-March 1985) has 
failed tolift the economy out of stagna- 
tion despite the open policies, critics 
allege. 

Rajiv has taken over with the 
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industrial: pol y "The next stageofin- |. 


dustrialisation -is to concentrate on 
better utilisation of capacity, low-cost 
expansion, ‘and’ modernisation. The 
major constraints to industrial deve- 
lopment have ‘been: identified as slow 
growth of food production, slow ab- 
sorption of 

















duced by industry and deficiency of — 
demand: for go ds due to the poverty of- 
the peasantry: mts Е. 


"hus from more han one point of 

| view, emphasis on agriculture, in- 
cluding raisirgits productivity, will be 
a priority of the 1985-90 plan. But the 
Rs 1.8 billion (US$151.26 million) out- 
lay for the publié sector now proposed 
is far bigger than anything attempted 
sofar. Thereisa resource gap of Rs 394 


billion, which averages Rs 80 billion a. 


year. Additional resources likely to be 
mobilised account for 29%, market 
borrowings. :/for::2096, public-sector 
surpluses for 16925, external assistance 
for 14% and small savings for 10%. 
And all this is sought to be achieved 
without inflation. This is a big chal- 
lenge for Rajiv, especially in the pres- 
ent deteriorating aid climate. 


A related challenge is the growing | 


debt burden which could compound 
the foreign-exchange crisis. Despite 
stepped-up domestic crude-oil output 
to reduce imports, and export-promo- 
tion measures, :the non-oil gap has 
widened and the trade deficit, as a 
whole, has not been trimmed. Al- 
though there was a large trade deficit 
for 1983-84, foreign-exchange re- 
serves recorded a marginal increase 
during the year (in contr ast tothesteep 
fall in 1982-83). | 

This is dueto heavy commercial bor- 
rowings and to the continuing flow of 
remittances from Indians abroad. But 
larger commercial borrowings in a 
situation of sluggish export growth 


and a stubborn trade deficit. have seri- 


ous implications. 

Debt-service payments at then pres- 
ent level of about Rs 10 billion in 1983- 
84 (14% of the export earnings) are 





quite manageable even in the un- 


favourable environment for increasing 
exports. However, the repayments of 
IMF drawings under the Extended 
Fund Facility arrangements of nearly 
SDRs 3.9 billion will begin in 1985-86 
and, together with repayments to the 
IMF Trust Fund, the annual servicing 
burden will reach SDRs 900 million in 
1988-89, doubling present obligations. 
To this has to be added the undeter- 
mined amounts of interest and repay- 
ments on commercial, borrowings and 
suppliers' credits of Rs 5.3 billion up 
until last year and prospective addi- 
tional commercial borrowings of Rs 2.2 
billion this year and next. Hemmed in 
by. a situation not of his making, Rajiv 


ave little room for man- | 


agricultural inputs pro- | 





yet devised: Ship, г air fale and pees IAKS а are e iD ff meximum. 
effect, getting consignments to their destination in the shortest time, 
and at the minimum cost. NYK's. intermodal transport service is just 
one of the ways we are working to improve cargo handling. 

Another is better communications. Over 40 NYK ships carry 
INMARSAT satellite communications equipment. We can keep in 
touch with customer's shipments all the way — and receive and act 
on their latest instructions promptly. 

Then therb is the diversity of the NYK fleet. Thanks. to ih е у и 
of vessels, ме сап handle just about any type of cargo under the s 

from heavy plant equipment to livestock. It is the kind of ser vice 
NYK's customers have come to expect over the past 99 years. 
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In the area of monetary policy, 
Douglas noted his removal of controls 
on domestic interest rates in July, fol- 
lowed by the almost complete removal 
of other restrictions which discrimi- 
nated among different monetary in- 
stitutions. | 
.  Healso has conducted an active debt 
policy to fund the deficit and hold 
money-supply. growth. Some NZ$400 
million (US$195 million) of govern- 
ment EA was put out for tender the 
day before the budget announcement 
as money continued to flow in from 
overseas, drawn by the devaluation 
and relatively high E rates — 





| h 1985) o as 
| on borrowings to fund 
deficits and accelerates the re- | 
subsidies. 1 
uch-delayed spending plan is 
budget publicly presented for 
t fiscal year. The previous 
Party government of Sir 
uldoon, defeated in a mid- 
election, never presented a 
А . budget. Finance Minister 
ouglas, long an advocate of a 
en and less regulated economy, 
he budget to announce the end- 
a range of subsidies to follow the | 
uly 20% NZ dollar devaluation and 
freeing of domestic interest rates 








NET GOVERNMENT SPENDING 


(NZ$ million) 


EXPENDITURES | 
Administration 
Foreign relations 
Development of 
industry 
Education, health. f 
and welfare 
Transport and 
. communications 
Debt servicing 
and financial 
transactions 


919.0 


glas also announced steps to re- ids 


e the budget deficit by two-thirds 
i real terms) over two fiscal years and 
e indications of a major shift of the 
urden from personal income tax 
ales taxes. The budget document 
a radical break from the ad hoc, 
а (alist policies of Muldoon’s gov- 
ent. Douglas described the coun- | 
S economic situation as "serious," 
blamed it on a "failure to adjust to 
nge rapidly enough." | 
went on: “We have now reached 
oint where gradual change will 
compound our problems. The eco- 
ic summit conference [of major in- 
trial groups and the government in 
tember — REVIEW, 4 Oct.] recog- | 
id that more rapid change was es- 
ial and that a preoccupation with 
ri-run economic management, at 
expense of our medium-term ob- 
ives, was a recipe for continuing 


1,859.1 
8,151.8 
552.0 


3,118.3 


REVENUE 
Income taxes 
Customs, sales tax 
and beer duty 
Highways tax and 
motor spirits 
duty 
Othertax — 
Interest, profits 

andother 

receipts 


7,433.3 
2,117.8 


466.4 
393.7 


718.1 


which have been in the upper teens 
during the past month. 

The other major thrust of his policy 
has been to reduce distortions within 
the economy as a result of import pro- 
tection, regulation and subsidies. Al- 
ready the new government had com- 
mitted itself, before the budget, to fol- 
low the previotis government's phasing 


ius pledged to impose firm 
1etary control and a "realistic ex- 
nge rate," though no shift from the 
d rate was announced in the | 
get and Douglas continued to re- 
afterwards to say whether he 
ild float the currency, as advised by 
easury andthe Reserve Bank of 
w Zealand. Inflation, which climb- 
om a year-on-year rate of 3.5% to 
arch (under the ео govern- 
price freeze) to 7% to 30 Sep- 
- and which appears headed 
| figures К Магеһ 1985 —— iS 


the process a little. In addition, Doug- 
| las had announced the ending of price 
subsidies for pastoral farming which 
provides more than three-fifths of ex- 
port income, and the phased elimina- 
tion of export-performance tax incen- 
tives for other exporters over two 
years. · 

In the budget he continued the pro- 
cess of phasing out subsidies. He an- 








out of import licensing and to speed up. 








Douglas promised that. levels of as- 
sistance would be evened out to elimi- 
nate distortions in resource allocation 
and lowered “in a progressive and pre- 
dictable manner” to encourage effi- 
ciency. Consideration was being given 
to reducing high tariff levels, he said. 

Douglas’ “cold-turkey” rapid-ad- 
justment approach sent shock waves 
through some industries. The tradi- 
tional pastoral export industries — 
producing sheep and cattle meat, wool 
and dairy products — are likely to be 
sharply affected, particularly by the 
loss of interest-rate subsidies which 
could force some marginal farmers 
into bankruptcy. So be it, said Doug- 
las: the resources thus. released. would 
be better invested in other forms of 
farming with better export-return 
prospects. 

In his ERGO to reduce the 
deficit — by, according to his estimate, 
NZ$1.8 billion or two-thirds over the 
next two fiscal years — he not only has 
cut subsidies and increased govern- 
ment charges but also has raised some 
taxes. 

National pensioners. are | to be taxed 
at a punitive rate if they earn more 
than NZ$100 a week. The base income- 
tax rate — on taxable income from 
NZ$6-25,000 — goes.up from 31.596 to 
3396. | 

Douglas ‘excused these moves by 
foreshadowing a major shift to a value- - 
added tax (called a goods and services 
tax) in fiscal 1986-87 and a corres- 
ponding, substantial reduction in mar- 
ginal income-tax rates which are 66% 
at the top end. Meanwhile, he made 
some variations in the existing 
wholesale sales tax. He also announced 
a full review of business taxes — which 
he said he hoped could lead to changes 
in fiscal 1986-87.  . 

He also moved to help lower-income 
groups with a “family care” package — 
a series of increased or new benefits — 
the principal one of which is a new 
NZ$10-a-week grant for every child in 
lower-income households. . 

This move was partly designed to 
help those in most need, but there was 
a more important aspect — that of 
undercutting union demands for sub- 
stantial rises in wage negotiations due 
to begin in December. Unions had de- 
manded -— but then dropped after dis- 
cussion . with ministers. before the 
budget — a general wage increase of 
10%. Douglas claimed his package was 
worth the equivalent of an 18%. gross 
wage increase to someone on the aver- 
age wage with three children. 

In fiscal 1984-85, the deficit is fore- 
cast at NZ$2.76. billion, or 7.296 of 
gross domestic product. This is a fall 
from NZ$3.1 Wah ‚ог 9% of GDP, in 

3 it: 
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Malaysian Airlines Golden Club Class is available 
™ on board Airbuses and DC Os. 
D You have all the benefits of First Class without. 
opna paying First Class. All you pay is Full Economy 
— Class fare. And der enjoy wider, more cor 

Bl J `. seats A choice of select menus and wines, Im l 
| L2 service. Even on ground, you are offered. first class 
ЈИ 4 lounge facilities. Exclusive Golden Club Class check-in 
^** service. 30 kilos baggage allowance.* 














WELL Е YOU LIKE а ра 


Take the panoramic ~ 
approach to business _ 
communications. 











Plessey IDX is a new advanced telephone system 
lor companies who need anything from 150 lines to 
thousands of lines. 

At the heart of your communications Plessey ТЭХ 
will link all your telephones including branch and 
overseas offices. Giving you a highly cost-effective and 
coherent telephone network. 

With dual processor control Plessey IDX offers an 
array of time-saving and money-saving telephone 
features. 

For future or more complex communications 
needs you can integrate work stations, LANS and telex= 
providing a common highway for your company’s voice 
and data requirements. 

And because it’s digital, Plessey IDX offers a 
gateway for future digital business services. 

Plessey IDX is compact and stylish—just like the 
Plessey range of digital executive telephones. It's also 
part of the complete range of advanced digital telephone 
systems from Plessey. 

Take a broader look at business communications 
and talk to Plessey dealers. 

Plessey Office Systems Limited, Beeston, Nottingham, 
United Kingdom NG9 1LA. Telephone: 
Nottingham (44-602) 254831. Telex: 37468, 


PLESSEY 


Transack Systems Limited, 93 Mittal Tower, B Wing, Nariman Point 

Bombay 400 021, India. Tel: Bombay 231006 

Plessey Telecommunications (Hong Kong) Limited, O БИШИ 
12th Floor, 1 Lockhart Road (GPO Box 617), Hong Kong 

Tel: Hong Kong 5-275555 

Jardine Engineering Corporation Limited, Hopewell Conme PO Box ОРО 
Hong Kong, Tel: 5-284422 

Plessey Communications Systems (Pty) Limited, 122 АПИ Steni 

(PO Box 940), North Sydney, New South Wales 2060, Australia, ТЕК SL 
Telex: 21339. Cables: Plesspac Sydney 

Lityan System(s) Pie Ltd., Shaw Towers # 19-06 10 # 19-12 100 Beach ROSI 
Singapore 0718. Telephone: 2965000. Telex: RS 22747 ТАЙ 





PLESSEY and the Plessey symbol are Registered Trade Marks of The Plesey Олору ae 
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The International Business Class Hotel 
is taking off in Asia — 
Your investment can grow with it 


Concept Which Works 

Today's traveller is different. He has discerning tastes; 
he demands the finest from his hotel. But he is also 
price-conscious. Today's traveller demands more value 
for his money. Ramada Renaissance Hotel is a unique 
concept which finally answers this unmet need in the 
travel industry. 

Every Ramada Renaissance Hotel offers top-class 
service and facilities expected by today’s demanding 
traveller. Yet, prices remain attractive. 


Log of Successes 

Since their introduction in 1981, Ramada Renaissance 
Hotels have shown a track record of success. 

To date, US$1.2 billion has been committed to 
Renaissance projects around the world. Now, there are 15 
Ramada Renaissance Hotels in the United States, Canada, 
England, West Germany, and the Middle East. And we 
are committed to opening 8 Ramada Renaissance Hotels 
in Asia by 1988. 


Worldwide Reservations 

Room Finder Il — the Ramada on-line hotel 
reservations system — is among the most advanced in 
the world. This reservations system connects all Ramada 
hotels and sales offices, and selected travel agents and 
airline offices around the world. 






RAMADA 


KENAISSANCE. 
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International Sales and Marketing 

Ramada operates one of the largest sales networks in 
the industry, with offices and representatives in 30 cities 
in 21 countries. 

Throughout the world, innovative advertising and sales 
promotion programmes support the Ramada 
Renaissance Hotels. 


No-nonsense Management 

Ramada believes in a no-nonsense management style. 
It shows in our approach to development costs. We 
present luxurious yet sensible design concepts. And we 
offer a complete programme of international hotel 
management services. A total package that is unique in 
the hotel industry. 


All this — plus 30 years of experience in the hotel 
industry — have made Ramada the world's third largest 
hotel chain. 

Join the Ramada system today, and share in our 
success — in many different ways. 


For more information on Ramada Renaissance Hotels, 
or any other opportunities available in our growing 
system of over 600 Ramada Inns, Ramada Hotels and 
Ramada Renaissance Hotels, contact Mr. Patrick Allante, 
Room 1117, Star House, Tsimshatsui, Hong Kong 
(Tel: 3-723661 1). 


HOTELS 


WE RESERVE THE WORLD FOR YOU 


In Hong Kong: 3-7238855, 1117 Star House, 3 Salisbury Road, Kowloon, Hong Kong, telex 51252 
In the Region : SINGAPORE 02-3360811 MALAYSIA Kuala Lumpur 03-414081 JAPAN Osaka (06)271-4321 Tokyo (03)2723888 
AUSTRALIA Sydney 02-276125 or 008-222-431 (toll free) 
In the U.S. : 1-800-228-2828 (toll free) or call your local travel agent 
In the region: Tai-Pan Ramada Hotet SINGAPORE, Gazebo Ramada Hotel SYDNEY, Gazebo Ramada Horel BRISBANE, and Ramada Renaissance Hotels at SAN FRANCISCO. 
MALACCA (opening November), COLOMBO {opening 1985), SINGAPORE (opening 1987) 


Renaissance Hotels also at: ALEXANDRIA, ATLANTA, ATLANTIC CITY, DENVER, DUSSELDORF, GENEVA, HAMBURG, JERUSALEM, KARACHI, KARLSRUHE, 
SARATOGA SPRINGS, SASKATOON, TORONTO, WASHINGTON D.C. 


Ramada — with mare than ANA hotele worldwide 











Kobe Steel offers a full array of projects, products and services that 
helps countries grow and prosper in a big way. 
For instance, through our efforts 
a cement plant has just been developed 
at the northern tip of Sumatra, Indonesia. 


But we work in a small way, too, right down to the people-to-people level to make sure 


progress is meaningful for individuals of a nation. 
In fact, we ourselves have expanded so much we have a new trademark to illustrate 
Kobe Steel's integrated industrial capabilities. 
KOBELCO. It’s the mark that’s growing in international importance. 





KOBELCO 
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<> KOBE STEEL, LTD. 


TOKYO HEAD OFFICE : Tekko Bidg., 8-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan/Tel : (03) 218-7111/Telex : 222-380! KOBSTL J 
OFFICE : = 22-02 DBS Bidg., 6 Shenton Way, Singapore 0106/Tel : 221-6177 /Telex : RS 23338 KOBSTL 
KOBE Арыг ony (S) CO., PTE. LTD. : 60 Pandan Road, Jurong, Singapore 2260/Tel : 264-2444/Telex : RS 26574 KISCO 
Offices aieo n. New York, Loa Anges, USAC, London, Mexico City, Sheen and Meibourne. 


When was the last time 


you hada choice of 
sleeping arrangements? 





Only Philippine Airlines offers you a choice of As the first Asian airline to fly both to North 
sleeping arrangements when you fly First Class on board America and to Europe, we know how to provide you 
our all-747 services to North America and Europe. with the total comfort you expect when flying First Class 

We were the first airline to offer 14 full length on a long journey. Now with an exclusive choice of 
Skybeds in our private Cloud Nine bedroom. Skybeds sleeping arrangements. 
that are certified for landing and takeoff, and assure an Next time you fly First Class to North America or 
uninterrupted rest all the way to your destination. Europe, book your preferred flying and sleeping 

Now, you have an additional choice of sleeping arrangements with Philippine Airlines’ all-747 services to 
arrangements. New luxurious Siesta Seat recliners for the U.S. West Coast and the major capitals of Europe. 
those who prefer to move around between snoozes. There has never been a better choice. 

Asia’s first airline. 


Skybeds® or Siesta Seat? recliners available on a first-come, first-served basis when booking through your travel agent or any Philippine Airlines’ office 
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Conjuring with change 


A United States study suggests that Japan may not be opening 
up as much as policy announcements suggest 


By Robert Manning in Washington 


A new United States assessment of 
Japan's steps to open up its mar- 
kets and their impact on the US$61 bil- 
lion trade relationship gives Tokyo low 
marks, and suggests that serious ques- 
tions remain in key areas of trade 
which could increase economic ten- 
sions in the near future. 

The US inter-agency (Commerce 
and State departments plus the US 
Trade Representative's Office) report 
to the Senate Foreign Relations Com- 
mittee, which was released in early 
November, says the five sets of market- 
opening measures adopted since De- 
cember 1981 "have improved foreign 
access to the Japanese market. How- 
ever, significant barriers to trade re- 
main in a number of sectors." In senate 
testimony in October, Under-Secretary 
of Commerce Lionel Olmer projected 
the US bilateral trade deficit. with 
Japan to reach US$31 billion in 1984 
and said that it will grow to US$36 bil- 
lion in 1985. 

The report documents the view ex- 
pressed privately by some senior US 
officials that — despite the close ties 
between US President Ronald Reagan 
and Japanese Prime Minister Yasuhiro 
Nakasone — little substantive progress 
has been made on trade issues, particu- 
larly in the key sectors of telecom- 
munications and high technology. 
However, US officials point out that 
the most important Japanese market- 
opening measures have been taken in 
the past year since Reagan's trip to 
Japan, covering agricultural, techno- 
logical, telecommunications and fi- 
nancial-market issues, thus making it 
premature to evaluate their impact. 
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The report concedes that “the scope 
for increasing Japan's imports of pri- 
mary products is limited: thus the goal 
of many of Japan's market-opening 
measures has been to increase imports 
of manufactured products." But the 
US report also says that since 1980, 
there has only been à three percentage 
point increase in Japan's imports of 
manufactured goods as a percentage of 
total imports — from 21% to 2495, with 
an increase in manufactured goods 
from the US from US$10.1 billion to 
US$11.8 billion in 1983. But even here, 
the report explains, "most of the in- 
crease in Japan's ratio of manufac- 
tured imports to total imports . . . re- 
sulted from an absolute decline in total 
imports ... The risë in value . . . largely 
reflected price increases. The increase 
in Japan's manufactured imports from 
the US also cannot be directly linked to 
Japan's market-opening measures. " 


T he report expresses scepticism about 
market-opening commitments in 
the key sectors of tobacco, telecom- 
munications and financial services, 
explaining that Tokyo's liberalisation 
commitments in these areas "have all 
been made in the last year and their 
market-opening impact will depend 
very heavily on the manner in which 
they are implemented." Japan has al- 
ready begun to liberalise its financial 
markets (REVIEW, 1 Nov.), and legisla- 
tion to end the Japan Tobacco and Salt 
Monopoly Corp. hold on tobacco and 
the Nippon Telegraph and Telephone 
(NTT) monopoly in telecommunica- 
tions takes effect in April 1985. 

US firms estimate that without Ja- 








| there 


| liberalise standards and certification 





panese barriers, they could capture 
20% of the US$10-billion-a-year Ja- 
panese tobacco market. But thus far, 
despite Tokyo's cutting of tariffs and 
Its increase in the number of places of 
distribution, the US firms market 


Uy 


share has only risen from about 1.496 


| to 2% 


The report points out that in all five 
sets of market-opening packages 
have been commitments to 


practices. But progress has been slow 
and many of the policy pronounces 
ments included in recent announces 
ments repeat undertakings made inthe 
first four sets of market-opening meae 
sures before the latest statement in 


| April dealt with tariff reductions, US 
| officials say that tariffs have been only 


a small trade impediment and that in 
some important areas, such as forestry 
products, Japan has not responded tà 
US requests for tariff reductions. On 


| the much-publicised beef and citrus 
| issue, the report says recent Japanese 


liberalisation of quotas will increase 
US sales by some US$400 million over 
the. next four years, but that the US 
continues to seek the abolition of all 
quotas. The report says that "as a re- 
sult of Japan's actions in expanding 
agricultural import quotas, the US has 
postponed a [1982] General Agreement 
on Tariffs and Trade action against 
Japan on 13 of 18 agricultural 
categories." The action was raised 
while the US was still negotiating beef 
and citrus quotas with Japan 


he report gives a mixed review to the 
implementation of Japanese com- 
mitments to liberalise standards, test- 
ing and certification procedures. 
While in some sectors such as pharma- 
ceuticals, this has been done, gener- 
ally, the report says the Ministry of In- 
ternational Trade and Industry (Miti) 
has approved two US testing firms to 
conduct factory inspections, and that 
the US has vet to benefit from the Ja- 
panese commitment to allow foreigm 
input in the drafting of standards. US 
officials, and the report, also point out 
that the commitment to accept foreign 
test data does not apply to telecom- 
munications, which is under NTT 
rather than Miti 
The report says that two bills ex- 
pected to pass the Diet in December 
the telecommunications bill and the 
NTT bill — *could open up significant 
new opportunities for US exporters 
and investors." But the report qualifies 


| itsoptimism by explaining that theim- 


pact of the bills will depend on its im- 
plementation. The report gives better 


| marks to NTT's liberalisation of its 


| procurements, 





permitting foreign 
firms to participate. The US share in- 
creased from virtually nothing to 
US$140 million at the end of 1983. How- 
ever, the report complains: “Little of 
what NTT has been purchased from 
American firms has been high-technol- 
ogy equipment of the type that is cen- 





























ined to У forelgi iade 
es that "are consistent with 
e-development policy.’ The report 
the "vague wording" of the condi- 
s under which foreign satellites 
-be purchased raises concern. A 
or US official told the REVIEW that 
es a Japanese commitment to 
its own satellites, and said that 
o has refused to tell the US that its 
nment agencies are allowed to 
reign satellites. 

rly, on the issue of computer- 
re protection, the report notes 
he US has made it clear to Japan 
issage of a bill removing com- 
oftware from copyright protec- 

vould disrupt trade in high tech- 
It suggests a number of re- 

"measures, such as US com- 
suppliers curtailing software 
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à А V ith i the aaun ed pes of 
ing the computer business by first 
oping expertise іп semiconduc- 
well as producing household 
tronics. Many were surprised by 
ve, which was the idea of Hyun- 
founder and chairman Chung Ju 
ng, because Hyundai, though the 

est business group in South Korea, 
no experience in electronics. 
n the new company was 
d, Chung announced a US$450 
nvestment schedule for 1984- 
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battle is not over.' 

Overall, a senior US official said 
there has been so little progress on 
market-access issues that some in the 
Reagan administration question 
Japan's sincerity.. In senate testimony 
in October Olmer argued that the US 
trade deficit with Japan “is structural, 
not cyclical.” Olmer conceded that 

"even if all Japanese barriers to 
foreign sales and participation were 
[removed], the US would pr obably run 
a deficit in our trade with Japan... the 
deficit would be about US$15- 20 bil- 
lion rather than over US$30 billion." A 
senior US official said that "if the dol- 
lar stays up and our economy slows 
down and Japan continues to run a 
surplus in high-technology areas, I 
think we'll have real problems." П 





pite big plans for a role in the semiconductor industry, 
A Korean companies are still unsure where to begin 


moving on to production of computers. 
Two plants have been built, one in In- 
chon, west of Seoul, and another in 
Silicon Valley, in California, where 
South Korean and Korean-American 
engineers are now producing 16K sta- 
tic random-access memory (SRAM) 
chips and a number of other very- 
large-scale integrated circuits (VLSIs) 
and microprocessors not yet being 
marketed. 

According to company sources, there 
is still a major debate going on within 


Hyundai on the direction the company 


should take. The argument centres on 
what kinds of chips to produce, and the 
scale of production. Chung and the 
staff of the Silicon Valley plant, known 
as Modern Electrosystems, are in- 
terested in boosting production, par- 
ticularly by developing an expertise in 


highly. competitive. areas such аз 64K. 


and 256K random access memory 
(RAM) chips, whereas more cautious 
voices, particularly coming from those 
involved in local production, are argu- 
ing for a slower approach to the new 
field, possibly guaranteeing profita- 
bility and sales by making chips under 
licence to foreign buyers. 

Another large question mark hang- 
ing over Hyundai's. future involves а 
possible production joint venture with 
IBM. Executives of both firms have 
privately confirmed that the two com- 


panies are seriously considering sucha | agin 
link tc assemble БМ в 9550 0 computers [3 





amg лер | 
,a US official said: | 
| “Miti is s continuing to fight on this. The 



































gins shave become bowed down 

Publicly IBM has remained non- 
committal regarding local production: 
an IBM spokesman in Tokyo main- 
tained the American firm’s tight-lip- 
ped stance to the REVIEW, saying: "We 
have settled nothing with Hyundai as 
yet, and have been talking with a 
number of producers regarding possi- 
ble tie-ups.” Pending clarification of 
the situation, the future of a South Ko- 
rean computer industry, which would 
be dramatically affected by sucha ven- 
ture, remains uncertain. 


T he government's policy towards the 
development of the electronics in- 
dustry, particularly high- technology 
areas, is basically positive; in May 
1983 a Semiconductor Industry Fos- 
tering Plan was announced, under 
which Won 27 billion (US$33.33 mil- 
lion) was pledged in loans to producers 
by 1986. However, many companies 
now are complaining that they are 
feeling the pinch of the government's 
tightening monetary regime, which is 


| partly aimed at curbing excessive in- 


vestments by large firms. 

Domestic appliances, which were 
originally intended to be part of Hyun- 
dai's thrust into electronics, no longer 
figure in the company's plans. Al- 
though the company has not made a 


| formal announcement, industry and 


company sources agree that Hyundaiis 
unlikely to enter the field. South 
Korea's domestic-appliances market is 
already overcrowded, and fresh wor- 
ries about exports have added to con- 
cern about the future. 

South Korea’s three main colour TV 
set producers (Samsung Electronics 
Co., Daewoo Electronics Co., and Gold 
Star Co.) are awaiting a final decision 
from the United States Department of 
Commerce on an anti-dumping suit 
against them. The South Korean pro- 
ducers appealed the case when they 
were judged in September to be dump- 
ing by an average margin of 33%. Ex- 
ports of colour TV sets to the US have 
already been affected by the ruling, 
which was the: result oft e appeal ofa 
ruling which set the margin at 14.6%. 

Exports of colour TVs to the US in 
1983. were valued at US$280 million 
(roughly 15% of total electronics ex- 
ports to the US) and are projected to 
drop to US$240 million this year. US 
lawyers representing both. sides of the 
case are currently in Seoul studying 
the issues, and a final decision is ex- 
pected in early December. А 

Daewoo Semiconductors was found- 
ed in April, with the: goal of enter- 
ing into semiconductor production in 
earnest. Seven months later its plans 
are still on the drawin b ard. AS man- 
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will e anotd the 517 x mc l er bate ar C 
firm decisione are made. Like pen 
dai, Daewoo maintains a research out- 
fit in Silicon Valley»named ID Focus, 
B pred by a Korean-American and 
vith a capitalisation of US$2 million. 

` Daewoo was expected to purchase 
— the research and production facilities 
of the government-owned Korea Insti- 
tute of Electronics Technology (KIET), 
— which would have served as the com- 
17 y's main facility. Daewoo's deci- 
_ Sion to bow out of the contract to buy 
e KIET operations raised some eye- 
"m )rows among local industry watchers: 
зо ome saw it as a sign that Daewoo was 
ss sing enthusiasm for the risky busi- 
— ness of semiconductor production. 

-— Lee explained that “until we could 
_ decide upon our basic policy, we could 
pt ot go forward with the purchase," in- 
dicating that there remains a wide 
y та nge of possible products that 
Daewoo might take up. Avoiding 
specifics, Lee said he was considering a 
number of technical tie-ups with 
` foreign firms to produce specialised 
+ ips which they would buy. “We are 
interested in taking a complementary 
rather than competitive approach — 
— we can't compete with the advanced 
countries on technology right now, and 
_ We don’t want to: we want to work 
| with them.” 
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ccording to Lee, the costs of enter- 
ing into semiconductors are so 
_ great, and in many areas such as RAM 
_ chips the market fluctuates to such an 
extent, that cooperation with outsiders 
_ is of vital importance. He hopes to an- 
 nounce some agreements on technol- 
— ogy licensing with major foreign firms 
_ early in 1985. 

— — Overshadowing the plans of both 
— newcomers into high-technology elec- 

- tronics are the activities of Samsung 
- Semiconductor and Telecommunica- 
: | tions Co. whose new plant near 
Suwon, just south of Seoul, has been 
- turning out 64K dynamic random ac- 
. cess memory (DRAM) chips since it 
was opened in the spring of this year. 

— Samsung expects to be able to pro- 
- duce 256K DRAM chips in 1985, but 

industry sources both within and out- 
- side the company doubt that it will be 
- able to make a profit for several years, 
— considering the enormous investments 

which have been made in facilities and 

- technology purchases. 

_ Samsung has already spent Won 100 
— billion on its Suwon plant, and is sche- 
— duled to spend a further Won 600 bil- 

` lion for more advanced facilities by 
— 1986. To help finance these invest- 
= ments it has already raised US$200 
— million in offshore (foreign currency) 

loans (REVIEW, 8 Nov.). Samsung's ap- 
proach — buying technology from US 
firms, and producing for export with 
no assured buyers abroad — is the op- 
posite to Daewoo's current plan of 
complementarity rather than competi- 
tion. п 
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Japan’s top manufacturers try to outdo each other 
in the highly competitive integrated-circuits sector 


By Charles Smith in Tokyo 


he semiconductor has so far man- 

aged to stay out of current United 
States-Japan trade frictions. Yet some 
industry observers suggest that, after 
two years of explosive growth (in pro- 
duction, sales and bilateral trade), the 
stage could be set for a bout of trouble 
in this area. 

Concern arose in part over the mas- 
sive upward revision of planned in- 
vestments in integrated circuit (IC) 
manufacture announced by Japanese 
companies in September and October, 
at a time when the market for some of 
the most popular types of chips had 
already begun to soften. 

The combined total of investments 
planned for fiscal 1984 (ending 31 
March 1985) by the top six manufac- 
turers adds up to ¥681 billion 
(US$2.83 billion) and is 84% more than 
the value of investments actually made 
in 1983. The sales forecasts of the six 
are up 62% over last year. This is con- 
siderably higher than the worldwide 
increase in IC sales forecast by major 
US research organisations. Dataquest, 
one of the leaders in the field, thinks IC 
sales will rise worldwide by about 50% 
in 1984. In 1985, the same organisation 
expects 24% sales growth. 

Industry observers in the US, wor- 
ried by the Japanese investment plans, 
suggest that production and invest- 
ment increases are being fuelled, not so 
much by the state of the market as bya 
race to get ahead’ among the top six 
makers, in particular, among the top 
three — NEC Corp., Hitachi and 
Toshiba. In this context, the gap be- 
tween NEC, Japan's largest IC manu- 
facturer, and Hitachi has narrowed re- 
cently. Small wonder then that NEC in 
October announced plans to more than 
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double its investment in IC production 
capacity. 

Small wonder also that Toshiba, the 
No. 3 maker, seems to be the most ag- 
gressive of all when it comes to invest- 
ment. Toshiba’s upward revision of its 
1984 investment plan was the first to 
be announced and remains the largest 
among the top six. If the plan is carried 
out Toshiba will be ina position to pro- 
duce 4 million units a month of 64K 
dynamic random access memory 
(DRAM) chips by the end of the current 
year. This compares with 3 million at 
present and 2 million at the start of 
1984. 

The big IC makers themselves say 
there are good reasons for stepping up 
investment even though the demand 
for some types of chipsmay be slacken- 
ing. A point made by NEC is that the 
range of applications for standard 
chips like the 64K DRAM is widening 
so rapidly that almost any rate of 
growth could be possible. NEC says 
toys and standard consumer durables 
are among major new markets. Lower 
prices could result in whole new mar- 
kets being opened up for some types of 
chips and not simply in more sales to 
the same markets. 

Other big makers, including Toshi- 
ba, point out that competitive invest- 
ment in production capacity is re- 
lated not merely to a desire to get 
ahead in turning out the current gener- 
ation of chips, but also to future deve- 
lopments. IC manufacturers finance 
the extremely heavy research-and- 
development expenditure on “new 
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generation" chips from sales of the | | 


existing generation and must, there- 
fore, sell more chips today if they are to 
be sure of keeping up with their com- 
petitors in the next two or three years. 

Toshiba says the length of the time 
cycle between each higher degree of 
integration in memory chips has 
shortened dramatically since the mid- 
1970s. It expects to launch megabit (1 
million bit) memories in the Japanese 
market in the next two or three years 
even though 256K chips, the most 
highly integrated variety commer- 
cially available today, have only been 
in the market since early 1984. 


hatever the reasons for height- 

ened competition in the Japanese 
semiconductor industry, it seems clear 
that the drive of the big Japanese 
makers to get ahead of each other is 
pushing the industry further ahead of 
the US, at least in the vital area of 
memories. Total investments by Ja- 
panese IC manufacturers of US$1.8 
billion in 1983 probably still fell short 
of the figure for the US industry, given 
that the published American figure of 
US$1.5 billion excluded investments 
by companies (such as IBM) which only 
make chips for their own use. In 1984, 
however, analysts believe that Japan 
will almost certainly overtake the US 
in investment. 

They also suspect that the big Japan- 
ese makers may be edging very close in 
production terms to Texas Instruments 
(ТІ), hitherto the world's largest IC 
manufacturer. TI's sales forecast of 
US$2.4 billion for calendar 1984 cam- 
pares with NEC's revised sales esti- 
mate of ¥620 billion or US$2.5 billion 
for the 12 months ending March 1985. 

Japan's galloping increases in IC 
production capacity made possible a 
98% rise in exports to the US (to 
US$655 million) in the first half, fol- 
lowing a 59% rise in exports during the 
whole of 1983. US IC exports to Japan, 
which focused on microprocessors and 
specialised types, also jumped in the 
first half of 1984 — by 72%, But US 
sales are now worth only half as much 
as Japanese sales to the US and may 
soon be less than half if the current 
trend continues. 

The worldwide shortage of ICs dur- 
ing the past 18 months has silenced 
discontent, if temporarily, about the 
trade imbalance in semiconductors, 
but the two industries have been at 
loggerheads in the past and could be so 
again, particularly if demand for ICs in 
the US slows down in 1985 in line with 
the general deceleration of the US 
economy 

When the next bout of friction be- 
gins it will be interesting to see what 
form the US campaign against Japan- 
ese exports assumes. Japan now ac- 
counts for nearly 90% of the world 
market for some of the more standard- 
ised memory chips, and thus, presuma- 
bly, cannot be accused of undermining 
a vital sector of American industry. JJ 
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There’s more to ca 
than just pul 


These days, the ‘strings’ that unload the 
containers are most likely strung beneath our 
five gantry cranes. They're the last word in 
container handling hardware and part of the 
reason why, at Port Rashid, we consistently 
achieve such rapid turnaround times. Of course, 
without the necessary support equipment and 
the requisite expertise, we'd still be at container 
one. But with our straddle carriers, ro-ro tractors, 
terminal tractors and a full complement of 
forklifts - plus some of the most experienced and 
skilful operators in the business - discharge rates 
of 78 containers per hour utilising two cranes are 
quite within our compass. 

C terisati 

Complementing the hardware, Port Rashid's 
progressive computerisation has resulted in the 
simplest and most streamlined documentation 
system in the world. A printout detailing every 
container loaded onto a vessel is available within 
24 hours of sailing and shipping agents are 
supplied with regular printouts showing the 
status of their containers in the port. 

Naturally, our capability isn't confined only 
to containers. General cargo receives the same 
efficient attention and our warehousing is 
extensive in both capacity and mode of storage 
including duty-free. 

Ports and people 

Port management is a very people-oriented 
business and dedicated to maintaining Port 
Rashid's position as the busiest port in the Gulf 
is a highly experienced management team 
controlling a skilled workforce. Sophisticated 
management techniques ensure that the port 
operates at peak efficiency and a pre-booking 
system guarantees that all necessary ground 
equipment is available when the ship arrives. 
Quick turnarounds mean that consignees get 
their goods fast and shipowners don't suffer the 
economic consequences of having their vessels 
delayed. 


ling strings. 





Why you should ship Port Rashid 

Dubai is located on the Northwest coast of 
the United Arab Emirates. A major port of call 
for over six centuries, it has become the most 
important trading centre of the Federation. Port 
Rashid is at Dubai’s doorstep, her gateway to 
the world and a port served by around fifty 
shipping lines bringing in goods from all over the 
world. There are modern road networks 
connecting with the major commercial centres of 
the Middle East and reliable relay services to 
other ports on the Arabian Gulf and neighbouring 
countries. 

Port Rashid offers facilities that generally 
exceed international standards for the loading 
and discharge of vessels and a full range of 
services is available including quayside fresh 
water, bunkering, ship repair and chandlering, 
container repair, 24-hour pilotage and crew 
changing facilities. 


More comprehensive information is available 
directly from Port Rashid Authority. Write to 
P.O. Box 2149 Dubai, United Arab Emirates. 
Telephone 451 545. Telex 47530 PRA EM. 





à ee ee 























A4 FROM AUSTRALIA 


=  aleader in high technology hospital and medical equipment 


Australian hospital and medical equipment has 
long enjoyed a world-wide reputation for its efficient, 
reliable performance. Now high technology has 
added a further dimension to the Australian product. 
Ithas brought forth many major innovations. A bionic 
ear for deaf people who get no benefit from 
conventional hearing aids. A discerning volume 
intravenous therapy system. A heart pacemaker that 
can "talk" to doctors. A dedicated blood viscometer 
for both routine haemotology and the research 
laboratory. Novel ocular surgical equipment. Ultra- 
sonic scanners for both whole body and specific 
organ screening. Computer controlled anaesthetic 
apparatus. Advances and discoveries in micro 
surgery, bio-technology, in-vitro fertilization. 

These are some examples of high technology that 
are keeping Australia to the fore in research, design 
and manufacture of a wide range of equipment for 
hospital and medical use. There have also been many 
developments in the other more basic forms of 
equipment. If you're looking for new hospital and 
medical equipment find out just what Australia has 
available by contacting the Australian Trade 
Commissioner. 


Australian technology finds a better way 


— 


Ultrasonic tissue scanner offers 
improved resolution. Photograph 
taken at Westmead Centre, Sydney. 
Australia 


Heart pacemaker sends radio signals 
enabling regular monitoring of 
performance 


Sophisticated, electronic cardiac x 
monitoring central station for up to 


hà 


Co 


Ask the experi who knows Australia 


For details of suppliers, phone or telex 
the Australian Trade Commissioner at: 


Bangkok, 2860411, telex 82624. 
Beijing, 522331, telex 22263. 

Hong Kong, (5)731884, telex 73685 
Jakarta, 330824, telex 46214 
Kuala Lumpur, 42 3122, telex MA 30260 
Manila, 87 4964, telex PN 63542 
New Delhi, 601336, telex 81 312356 
Osaka, (06)274 7074, telex 5225334 
Seoul, 7206490-5, telex K23663, 
Singapore, 737 9311, telex RS 24238 
Tokyo, 582 7231-9, telex 242 2885. 



















Н 1984 e FAR EASTERN ECONOMIC REVIEW 








ENERGY 








A complex of problems 


Singapore’s oil-refining industry finds competition closing 
in from all sides as demand continues to fall 


By V. G. Kulkarni in Singapore 

he clouds of the continued glut in 

the world oil market are casting a 
lengthening shadow over Singapore's 
refining industry. Oversupply, econo- 
mic recession and energy-conservation 
measures in the West — along with 
growing competition from much-en- 
hanced refining capacity in the Middle 
East — have fuelled forecasts of still 
more difficult times ahead. 

External factors gave the republic's 
oil industry à brief respite last year. 
Economic growth in Southeast Asia — 
the traditional market for the local oil 
sector — was steady in comparison 
with the West. Indonesia's two new re- 
fineries did not work at full capacity, 
so Singapore's refineries processed 
90,000 bpd of crude for that country 
against a contracted volume of 75,000 
bpd. 
In 1983, Singapore imported 30.6 
million tonnes of crude worth US$6.8 
billion — a rise of 1.4% in quantity 
over 1982. But in value terms it 
amounted to. a decrease of 10,6%, re- 
flecting lower petroleum prices. 

After a brief upsurge of activity in 
the first quarter of this year, the pro- 
duction index for refineries and petro- 
leum products fell 6.6% in the second 
quarter. Based on the current volume 
of business, industry sources maintain 
that the third quarter may have been 
worse. 

The downturn has significant conse- 
quences for Singapore because petro- 
leum and its products form a big chunk 
of the country's manufacturing output. 
Last year, the oil sector accounted for 
$$12 billion (US$5.6 billion), or 36% of 
the total manufacturing output of 
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S$34 billion. Moreover, it also com- 
prised 15% or S$1.4 billion of the total 
value added that year. 

The most pressing problem facing 


such plans remain business secrets, it 
is known that Shell has shut down one 
of its four units intermittently this year, 

Even with the current low 
throughput of about 630,000 bpd, re- 
finers have had to scramble for busi- 
ness by offering cut-rate prices, which 
in turn affect their profits. Recent cone 
tracts for refining Malaysian crude 
have gone for 70 S cents a barrel, down 
from the earlier 90-cent rate 

While the Malavsian contract for 
about 65,000 bpd, (out of the total 
80,000 bpd of Malaysian crude process- 
ed here), is for three years and assures 
a stable business, the prices offered 
and the lack of guaranteed business 
beyond 1986 must weigh in the calcu- 
lations of local refiners. 

In February, Shell and Sino-Chemi- 
cals of China signed a one-vear deal for 


| refining 20,000 bpd of Chinese crude. 


But China's entry into the local ой 
scene is so small that it would not in- 


| fluence the long-term prospects. Due 





the local oil industry is excess refining | 
capacity. The total nominal capacity is | 


1.1 million bpd, of which some 150,000 
bpd is considered obsolete, having 


been built well before the expansion of | 


the mid-1970s. The capacity break- 
down among the five refiners is: Shell 


460,000 bpd; Esso 231,000 bpd; Mobil | 


200,000 bpd; Singapore Refining Co. 
(SRC) 170,000 bpd; and British Petro- 
leum (BP) 27,000 bpd. 

SRC is a joint venture between 
Singapore Petroleum Co. (SPC), BP 
and Caltex Petroleum Corp. In turn, 
SPC is owned by the Singapore Gov- 
ernment and Standard Oil Co. (In- 
diana), known as Amoco. These re- 
fineries, which ran at near-full capa- 
city in the early 1980s, are known to be 
down to some 60% on average. 


ingapore's refineries were built 
mainly for processing the high- 
quality light Middle Eastern crude. With 
heavier crudes becoming more attrac- 
tive in terms of price, modifications 
have been carried out to process differ- 
ent varieties of crude, Shell has built 
two hydrocrackers, and SRC has built 
a catalytic reformer and a visbreaker 
Despite increased flexibility and the 
proven efficiency of the local enter- 
prises, reduced demand could force the 
refineries to move towards a lesser per- 
manent capacity of 600-650,000 bpd. 
Mothballing, if not eventual dis- 
mantling of some units; has been dis- 
cussed in the refining sector. While 








| to the teething problems in Indonesian 


refineries, negotiations have begun for 
some 80,000 bpd of Indonesian crude 
to be refined here in 1985. But thisis a 
far cry from the 250,000 bpd of Indone- 
sian crude refined here two years ago, 

New refineries coming on stream in 
the next couple of years in Indonesia 
and the Middle East are a major con- 
cern to Singapore. Indonesian units at 
Balikpapan, Cilacap, and Dumai — 
though already completed have 
been running at only about 60% of ca- 
pacity. When fully operational by 
1986, these could double Indonesia's 


refining output from the current 
400,000 bpd. By 1986-87, Saudi 


Arabia, with three new export re- 
fineries, and Kuwait, with one new 
unit and two upgraded ones, will be 
unloading an additional 1.5 million 
bpd of refined products on the world 
market 

The effect of the additional Middle 


| Eastern capacity will be felt. well be- 


fore 1986, as some of the new Kuwaiti 
capacity is already on stream — while 
the first output from Saudi Arabia's 
250,000-bpd refinery at Yanbu Port 
began flowing a little more than а 
month ago. With shipments of refined 
products from these new facilities to 
Europe now hampered by a 22% im- 
port duty imposed by the European 
Economic Community, Far Eastern 
markets could feel a disproportion- 
ately heavy impact from the new 
supplies. 

Middle Eastern oil exporters cur- 
rently supply nearly two-thirds of 
Singapore's crude oil imports. By 1986, 
the local market could be awash with 
Saudi and Kuwaiti refined products, 
putting further pressure on local refin- 
ers. 

Yet another business which will be 
lost to local refiners by 1990 is the plan 


| to import natural gas from Malaysia — 


which will take up half of the fuel re- 
quirements of the local power-genera- 
tion plants. If plans for piping gas from 
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chasing policy. In 1984, Japan 
hballed 1 million bpd of its refin- 
capacity and another 700-900,000 
1 faces the same fate in 1985, ac- 
rding to Japanese Government 
urces. As a cost-effective measure 
Japanese want to buy refined pro- 
, and the Middle East and In- 
nesia as the major suppliers would 
ve an edge over Singapore in sales to 


laysia and Thailand have post- 
ed their plans to refine their own 
sum, due to financing difficul- 
he trend is for most produc- 


i we hard to i 
sectors hardly seem well- 
ed to shore up the overall per- 
e of the economy. Little 











Over-extended public sector. 
market for most tvpes of built 
rty is glutted (REVIEW, 8 Mar.), 
downturn in construction 
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| f Sawlogs 
: blamed for the decline i in prices AS m i 
x ge oH 


tracts may be hard to come by, Singa- 
pore wants to maintain its role as an oil 
market for the region and, therefore, 
has begun diversifying into oil trading 
and oil terminalling. 

Van Ommeron, a. Dutch firm in a 
joint venture with several Singapore 
Government-controlled companies, is 
operating an oil-product storage facil- 
ity with a capacity of 3 million barrels. 
Another Dutch company, Paktank, 
also in association with local govern- 
ment interests, is planning to convert a 
very large crude carrier into a floating 
products container of 1.9 million bar- 
rels. 























id observers remain 
ly projected 5.8% 
sarnings for 1985, 
:d marketing efforts. 

"uncertain is the forecast 
2% increase in tin earnings for 1985, 





| which would come on the heels of a 


projected decline of 28.6% in 1984. 


Overhanging world. tin stocks esti- 


mated at 60,000 tonnes have forced the 


International Tin Council to impose 


strict export quotas just to maintain its 
floor price. 

Buoyant log prices made for a pro- 
jected 8.9% increase in sawlog earn- 
ings (to M$3 billion )in 1984, but build- 
ing slowdowns in South Korea and 


Japan are expected to undermine | ea 
| prices and reduce the sector’s growth 
to just 0.5 


of a percentage point : 
year. Prices for plywood already 
eased, and earnings from sawn tit 
apps are projected to decline by 
1.7% to M$1.2 billion in 1984. 
Prices of other important com- 
modities, such as pepper and cocoa, 


have been well off their peaks. The 


main exception to this downward 
trend has been palm oil: scarcity both 
of Malaysian supplies and of compet- 
ing vegetable oils worldwide pushed 
up prices to speculative highs of nearly 
M$3,000 a tonne in the first quarter be- 


COMMODITY EXPORT TRENDS 









Palm oil 
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lar gely in the South: : 
India, Pakistan, nana dade 
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long- term nation 

Moreover, the val ded сс | 
of oil trading and termi alling would 
be much less than that of the refining 
business. | 





fore dropping to Баі current M$1, 100 
a tonne. | 
The government' S report suggests 
further palm-oil price declines, albeit 
modest, may be in store, and export 
volume could be hurt by protectionist 
tariffs in Europe.and Japan. Palm-oil 
exports are forecast to decline by 
nearly 10%, to M$4.2 billion in 1985. 
Nonetheless, palm oil should remain 
ahead. of rub s Malaysia's top- 
earning agricult ie Sommodity for 
the second cons 












is hardly d to ale up for the 
shortfall in other commodity earnings. 
What has kept total exports on their 
target of M$38.3 billion (up 17% from 
1983) has been accelerated production 
and. gas. Record output ap- 

g 440, 000 bpd has brought oil 
to. MS8.5 T billion, a 7.576 in- 
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о ое еа. for 1984, 
let alone achieve the M$5.3 billion 
forecast for. 1985. Already, the invisi- 
bles deficit — recently revised up- 
wards du M$9. 5. billion or 14% over 
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^ . The 'tsuru' is the sacred crane of Japan. 
A sign of good fortune and happiness, itis 


| also the symbol of our airline. 


д л Air mE P the 


largesi DC-10- 
40 operator. 
With fleets of 
K such size we 
E os Angeles can provide 
— em ` the most 
thorough service. JAL flies to 55 cities in 3 
countries. 

We offer the most — €— 
Trans-Pacific schedule out of Tokyo with 
over 60 B747 flights every week to 7 major 
U.S. cities and Vancouver. 

A sa Executive Express non-stop to 


E Авс rase 


ew York 


* Source: International Air Transport Association 


"lock to America 
























New York that arrives at 11.30 a.m. the same 
day. | 

Throughout Asia, JAL operates ‹ 
C ompl ete sy stem of cor т ccno flokte f 
Tokyo... F 
On the world's пит ber 
you'll. experience the warn ле es st t hospitality, and 
gracious service, as much a aiit to hie 
as it is to receive. | 

So you can flock to America with JAL. 


It's always a pleasure. 





A lot of our newest ideas are about data communication. 

Because at our Advanced Technology Center in Connecticut, we're 
constantly improving the ІТТ System 12™ telephone exchanges for both 
voice and data. 

SO computers can talk to 
each other as easily as people 
can. 

It was at the ATC and other 
labs around the world where 
IT T engineers undertook а 
$/00 million research and 
development project to make 
oystem 12 the only telephone 
switching system with fully 
distributed control. 

Control is spread through- 
out a system. Not locked up in 
a central computer. 

So a problem in one area 
doesnt become a problem 
To improve telecommunications,were everywhere. 

advancing i" in integrated circuits, Thanks to its fully digital 

programneng ane Иии шините. | i edrated circuits and 
modular architecture, System 12 can handle new features and added 
traffic, including data, easily and economically. 

Many of the integrated circuits System 12 uses were designed at the ATC 

But that was only the beginning. 

Scientists are finding ways to pack more tiny circuits on microchips 
So more software can be programmed into less hardware. 

Engineers are using computers to build new types of computers. 
Which will speed up the process for designing the microchips that operate 
oystem 12. 

And computer scientists are advancing software technology ana 
artificial intelligence to make System 12 "smarter" to be more adaptable 
in the future. 

Now there are 18 countries that have ordered System 12. And with 
these new ideas, System 12 will be able to serve them and other countries 
well into the future. 

Because every new idea helps the future get here a little sooner 

That's something to talk about. 
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It's an accepted fact that BMWis one of the 
world’s leading manufacturers of exclu- 
sive, top-class cars. 

But perhaps it's not quite so well known 
that over the past 15 years BMW has also 
been the fastest growing car manufac- 
turer in the West. 

There's a very special reason for this. 

And that's because BMW is recognised as 
the most advanced and progressive alter- 
native amongst exclusive German cars, 
and is accepted by genuinely knowledge- 
able drivers in virtually every country 

as the undisputed leader when it comes to 
advanced technologies. 

This highly discerning appraisal of the 
development and construction concept 


behind every BMW isthe result of decades' 


experience in making products, which 
always offer greater technological sophis- 
tication and performance. 

And these are both qualities, which have 
contributed to the unique personality that 
is both BMW and BMW cars. 





The BMW cockpit design alone makes it abundantly clear, 
that BMW cars are created for the highest standard of dynamic 
driving pleasure. 


Added to that,from the very beginning 
BMW cars have always been driven by 
people, who not only demand the best and 
the most progressive in its most personal 
and individual form, but who also want 
dynamism and a sporting personality, 
rather than a pretentious status symbol 
that disguises its real value behind super- 
ficial airs and graces. 

Forthis kind of driver only one thing 
counts: whatlies under the bonnet must 
live up to the promise of the symbol that's 
on top. 

And from that point of view, the tough de- 
mands made by BMW drivers are reflected 
in every BMW саг. 

Because even a genuine top-class car can 
only be what the personality and attitudes 
of its driver allows itto be. 


And since a BMW represents what the 
world's real connoisseurs demand and 
accept, it's hardly surprising that a BMW 
puts the whole driver/car relationship 

on a completely new and unusual level of 
mutual compatibility. 

Perhaps that's why more and more drivers 
oftop-class cars are choosing BMW. 
Because they realise that a BMW reflects 
their own personality and their own dyna- 
mic attitude to life. 

And since a car always mirrors its driver — 
and particularly a BMW -then it must be 
equally trueto say that every car gets the 
driver it deserves. 





Model and equipment availability in the BMW inter- 
national range may vary from country to country. 


Japan: BMW Japan Corp., Tokyo, Tel.: (03) 499-6811 


Brunei: Performance Company Ltd., Bandar Seri 
Begawan, Tel.: 20383 


Hong Kong: BMW Concessionaires (H.K.) Lid., 
Tel.: 3-7145271 


Indonesia: P. T. Tjahja Sakti Motor Corp., Jakarta, 
Tel.: 326939 


Korea: Kolon International Corp., Seoul, Tel.: 771-57 


Malaysia: BMW Concessionaires (M) Sdn. Bhd., 
Kuala Lumpur, Tel.: 03/418555 


Philippines: Hahn Manila, Manila, Tel. 7412808 
Singapore: Performance Motors Ltd., Tel.: 4698800 


Taiwan: Pan German Motors Ltd., Taipei, 
Tel.: (02) 7153101 


Thailand: Continental Auto Centre Co., Ltd.. Bangkok, 
Tel.: 214-2521 











We bring people together. 
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Bridges bring people together - over valleys, rivers and 
seas. Bridges forge links. Between neighbors and travel- 
ers. On foot, in trains, in cars. Linking economies and 
nations. With its extensive know-how and experience, 
Krupp translates the latest bridge-building concepts into 
reality. Via ultra-fast assembly techniques or by floating 
sections into position, saving both time and cost. To pro- 
duce bridges of steel elegantly spanning large distances. 
Another pacesetting Krupp technology. 


Engaged in structural and mechanical engineering, indus- 





trial plant design and construction, electronics, steel, ship- 
building and international trade, Krupp offers innovative 
technology and engineering worldwide that can bridge 
the gap to future growth. 

Can we forge a link for you? 


For further information please write to: 
Fried. Krupp GmbH, StA VE/W, 
Altendorfer Straße 103, D-4300 Essen 1. 


Krupp. A tradition of progress. 


& KRUPP 





Classic beer of the Pacific. 
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Sabena Business Class proves that air travel can still be a pleasure. 





Sabena. 





Savoir faire in the air. 


Now Business Class gets a new meaning 
when you fly via Brussels. 


There have always been good reasons for fly- 
ing Sabena to Europe via Brussels.The capital 
of the EEC provides an ideally located gateway 


to the rest of Europe.Flights are convenient- 


ly timed and Brussels airport is compact and 
hassle-free. 
And now, the airline that’s renowned for 


looking after its passengers’ well-being an- 
nounces that its Business Class, already avail- 


able in Europe and across the Atlantic, will 


soon be extended worldwide. Enjoy the undivid- 


Make sure you're booked aboard 


ed attention of a special cabin staff, an extra 
wide range of reading matter, Sabena's supe- 
rior cuisine served on special tableware and 
complimentary cocktails, wines and liqueurs 
served in real glasses. At Brussels airport you'll 
also find a special quick check-in and Business 
Class lounge. 
That's Sabena savoir faire. 


Your travel agent or Sabena office has all the details 
about Sabena's worldwide network. 


SA 


BELGIAN WORLD AIRLINES 


Impact FCB Belgium. SMM 217 













e TIN the weeks since he draft Sino- 
British accord on the future of Hong- 
_kong was published, British investors 
have become net buyers of Hongkong 
shares. Some of the trustees of pen- 
sion funds which previously would 
not touch Hongkong have been per- 
; ed that the territory is now safe 
j: enough. They are not wading i in, but 
‚ | . they are at least dipping in their toes. 

— That is, if anything, a good sign. Bull 

















ES a wall of fear." 
` One of the braver spirits is - 
Fidelity fund management group. 


has just launched a new unit trust | 
called the Fidelity South East Asia | 


Trust which aims to invest 43% of its 
portfolio in Hongkong. Fidelity 
would certainly not have dared ad- 
vertise such a weighting prior to the 
agreement. 

` The attention of British fund man- 

` agers investing in Hongkong has re- 
cently shifted from the draft agree- 
ment to the changing nature of the 
country which will have ultimate 
control after 1997. They are encour- 
aged by the latest economic-reform 
moves taken by the Chinese leader- 
ship. Chinese leaders naturally use 
euphemisms for the current direction 
of their policy, but to fund managers 
in London and elsewhere capitalism 
by any other name smells as sweet. 


.€ MEANWHILE, British stockbrok- 


ing company T. C. Coombs seems to 


` have made a reasonably good start in | 


its new venture in Thailand. The firm 
has now been making a market in 


"Thai shares for some four or five | 


months and claims to have dealt in 
. US$25 million. This is chickenfeed in 
the international investment busi- 
..ness but Coombs claims to be making 
new converts among international 
. fund managers. It is certainly a wel- 


|* come change for foreigners to be able 


'to deal relatively easily in Thai 
Shares. But there is still scepticism 
among some fund managers. One 
senior London figure in the business 
believes that interest in Thailand as 
an investment has risen largely be- 


cause of recent weakness in the, 
| Singapore and Malaysian stockmar- 


kets. 
Some brokers also wonder whether 


the marketability of Thai shares will 


be as good when foreigners want to 
sell as it is now, when they are net 
buyers. Fund managers need broad 
and deep markets where they can be 
confident of dealing fast and in quan- 


ready made moves to add breadth 
: and depth to the local mark t. They 


the Hong cong 


markets typically start by “climbing. 







tity. The Thai authorities have al- 


have instituted a number of regula- 
tory and legal changes to encourage 
new sectors of investors to take part. 
A most welcome further step in this 
direction would be a double-taxation 
treaty with the United States which 
would stop US residents being liable 
to a 25% Thai са -gains tax. Such 
a treaty already exists between Bri- 
tain and Thailand. ! 
€ EVERY dog has his d 
| dish now be copper's da: 














1. dish metal has so far тее to the 


arked upturn in the US economy 


1983 and is expected to do the same 
this year, still the metal price has 
playfully yo-yoed about, without 
making solid gains in any but the 
weakest currencies. Its gyrations in 
US dollar terms have reflected the 
appreciation of the US currency 
rather than fundamentals in the com- 
modity itself. This has been frustrat- 
ing to bulls of Australian mining 
shares and deeply worrying to those 
who would like a glimmer of hope on 
the Philippine economy. 
Copper is quite widely available on 
the earth's surface. It is also being re- 
placed in several major uses. In tele- 
communications, it is being répiáced 
by new technology’ s 


anmannan inipit Anean hanina. 









and the silicon chip are pushing it 
_out. A similar story is told in heat-ex- 
change applications. And yet, even 
this dog of a metal looks set to havea 
` good time in the next 12 months. The 
reason is that in 1984, for the first 
time in four years, world stocks of 
copper are going to fall. They are also 
likely to fall in 1985 and 1986. The 
world recovery, led by the US, has at 
last dragged up consumption of co 
pertoan expected 7.35 mil 
this year (according to. 
Lehman/American Express) 
This is 10% above the level of 1982 
and winches consumption back 1 
more or less what it was 
Meanwhile, the low price ha 
‘some higher-cost mines out 
ness. This includes mines 
Philippines where Shearson 
a cutback of 71 ,000 tonnes 
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These developments are p 
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and the market has correspo d 
retreated again (in some conf 
The tin price has been succe 
defended by the buffer-stock 
ager though CAL Futures co 
tin "still basically a surplus co 
ity" and wonders "how iong i 
continue to defy the laws of gravi 
Cocoa, as predicted, is on its w 
down. The spot price is — unusua 
in most commodity markets — hig 
than the forward price. 
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- Peking ducks the issue 


China so far has hedged the question of foreign banks' status, 
but pressure is growing for concessions 
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By Anthony Rowley іп Hongkong апа Mary Lee іп Peking 


Forse banks are maintaining 
steady pressure on Peking to give 
them more freedom to operate in 
China, though when concessions do 
come they are likely initially to involve 
limited privileges, such as foreign-cur- 
rency transactions, rather than full 
branch status. The People’s Bank of 
China (the central bank) confirmed to 
the REVIEW that it has received “sev- 


- eral" requests from foreign bank rep- 


resentative offices to full 
branches. 

So far, the United States Treasury 
Department has not thrown its weight 
behind US bankers’ requests for great- 
er operating freedom in China in the 
way that it has in a number of other 
Asian countries — including Japan, 
South Korea, Taiwan, the Philippines, 
Thailand and India. 

But representations have been made 
in Peking recently by the chairman of 
the Federal Reserve Bank of San Fran- 
cisco. John H. Balles. Representations 


open 


` have been made, too, on behalf of vari- 


ous of the 56 foreign banks from 17 
countries which presently have repre- 
sentative offices in Peking (REVIEW, 14 


June). Japanese banks also appear to 


be stepping up their pressure on Pe- 
king. 

Hongkong probably has the 
strongest case for more banking free- 
dom in China even if it has the weakest 
political clout. The Bank of China 
(overseas arm of the People's Bank of 
China) and its 13 sister banks are able 
to offer a full range of banking services 
in Hongkong — and are taking a 
rapidly increasing share of the local 





deposit market — while Hongkong 
banks are strictly limited in their range 
of activities in China. But the Hong- 
kong and Shanghai Banking Corp. 
(HSBC) — among others — is steadily 
pressing the case for more freedom in 
China. 

Michael Sandberg, chairman of the 
HSBC, commented to the REVIEW: 
"Foreign banks are not allowed to pro- 
vide full banking services in China. On 
the other hand, the Bank of China and 
its sister banks in Hongkong are on all 
fours with us and with the other banks. 
So there is a conflict here, I think, in 
the discrimination — protectionism if 
you like — which is really no longer 
needed in China. If we are to help 
China in its modernisation program- 
me, and if other foreign banks are to 
help, there must be a liberalisation 
within China of what foreign banks 
can do." 

Banks from Hongkong and else- 
where argue that the People's Bank of 
China is being "very restrictive" in its 
attitude to foreign banks, while many 
Chinese corporations are dissatisfied 
with the services they can get from 
Chinese banks in China. The foreign 
banks want freedom to do such things 
as opening letters of credit on behalf of 
Chinese corporations and eventually 
to open current and deposit accounts 
on behalf of Chinese corporate and in- 
dividual customers. 

But they do not expect to get these 
freedoms vet. Instead, they hope the 
Chinese authorities will start off by al- 
lowing a few foreign banks to handle 
foreign-currency transactions. 


Good news and bad 


Asian countries' treatment of foreign banks 
varies widely, a US Treasury report finds 


open has made "substantial pro- 
gress" in the liberalisation of rules 
affecting foreign banks, while *modest 
improvement" has been seen in South 
Korea, according to a recently released 
United States Treasury Department 
report. But onlv minor improvement 
has been seen in Taiwan and India, and 
the position of foreign banks has ac- 
tually deteriorated in the Philippines 
and Thailand, the report says. 

The study was requested by Sen. 
Jake Garn,,chairman of the Senate 
Committee on Banking, Housing and 


102 


Urban Affairs. He introduced legisla- 
tion in, November 1983 which would 
require the Comptroller of the Cur- 
rency — when acting on an application 
by a foreign bank to establish a federal 


branch.or agency — to consider the | 


treatment of US banks in the applicant 
bank's home country. 

Sixteen countries were covered in 
the study, six of them in Asia, plus 
Australia. The report was particularly 
encouraging about progress in Japan, 
where it.concluded that recently ag- 
reed measures "should open a wide 








HSBC has [four representative of- 
fices in China. — in Peking, Canton, 
Xiamen and Shenzhen. But even its 
full branch in Shanghai, a legacy of the 
pre-communist era, is unable to offer 
anything like full banking services. It 
is allowed to handle limited documen- 
tary credits on behalf of foreign corpo- 
rations. The Chartered Bank, Bank of 
East Asia and Singapore's Oversea- 
Chinese Banking Согр., which also 
have branches in Shanghai as a legacy 
of the past, are in a similar position. ~< 

The question of foreign-bank free- 
doms looms especially large in China's 
special economic zones, such as Shen- 
zhen in Guangdong province, on the 
border with Hongkong. Foreign banks 
are following multinational companies 
into Shenzhen — particularly the Ja- 
panese. Nine foreign banks, including 
several Japanese ones, now have repre- 
sentative offices there. 

But the only full bank branches in 
Shenzhen are of the People's Bank of 
China, the Bank of China and the 
Nanyang Commercial Bank, one of the 
Bank of China's so-called sister banks. 


range of activities to foreign banks" 
and eventually would "result in US 
banks receiving full national treat- 
ment in Japan." In South Korea new 
measures should result in "significant 
improvement over. the next three 
vears," 

Foreign banks have been included in 
"some of the cautious moves taken 
over the past four years to liberalise 
Taiwan's domestic: banking system,” 
the Treasury report notes. But it adds: 
“Foreign banks operating in Taiwan 
still do so at a matérial competitive 
disadvantage relative to domestic 
banks.” Although India is now permit- 
ting selective foreign-bank entry, new 
laws have “worsened the discriminat- 
ory tax treatment of foreign banks.” 

In the Philippines, foreign-bank 
entry is limited to minority interests in 
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inese decision | is expect 
granting branch status to some of the 
foreign banks. 

Zhou Xiwu, vice-mayor of Shen- 
zhen, told the REview he understood 
that the People's Bank of China and 
the Bank of China jointly were draw- 
ing up regulations governing foreign 
bank operations in China. "It is quite 
natural that foreign banks should open 
branches as China's economy ex- 
pands," Zhou said. The Shenzhen city 
government's thinking on this issue 
was in accord with that of the two 
Chinese banks — that liberalisation 
should be a “gradual” process. 

The foreign affairs bureau of the 
Peoples Bank of China in Peking, 
which deals with foreign bank rep- 
resentations over their status in China, 
confirmed to the REVIEW that it had re- 
ceived several requests from foreign 
bank representatives to open branches 
in China. However, the central bank 
cannot give the go-ahead until a regu- 
lation allowing foreign banks to open 
branches is passed by the Standing 
Committee of the National People's 
Congress (NPC). Although the NPC is 
currently in session, the REVIEW under- 
stands that the foreign-bank question 
is unlikely to be discussed during the 
current session. 


B ut foreign banks are mildly encour- 
aged that Peking has said it does 
want to grant better status to foreign 
banks "in the future," and it is as- 
sumed that the drafting of a regulation 
is under consideration. Once the NPC's 
Standing Committee has adopted such 
a regulation, foreign banks will start to 
make formal applications. 

The Bank of China has already seen 
its monopoly of foreign exchange- 
transactions in China broken by the 
China Industrial and Commercial 
Bank; its three branches in Shenzhen, 
Zhuhai and Xiamen have started tak- 
ing foreign-currency deposits and 
dealing in foreign-exchange loans for 


existing Philippine banks and to the 
establishment of offshore banking 
units. The universal bank status re- 
cently granted to major domestic 
banks will also increase their competi- 
tive position vis-à-vis foreign banks, 
says the report. In Thailand, foreign 
banks can play only a small role in the 
domestic banking system. No new en- 
trants have been allowed since 1978 
and a 1979 law on diversification of 
non-bank financial companies' owner- 
ship has "further reduced foreign bank 
opportunities in Thailand.” 

Only “minor improvement" was 
noted in Australia, but the report ap- 
peared before it was announced in 
Canberra that an as-yet-undisclosed 
number of foreign banks will be al- 
lowed to apply for licences in Australia 
(REVIEW, 25 Oct.). — ANTHONY ROWLEY 
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courages foreign banks in their аг 
that such concessions may soon be ex- 
tended to them as wëll. A 
Meanwhile; the Bank of Chinaw ants 
foreign bank representative offices in 
China to act as a trade bridge, intro- 
ducing foreign investors to China. This 
is something which the Japanese banks 
seem more at home with than US 
banks — but US banks are adapting. 
The US Government has been bat- 
tering on a number of countries' doors 
during the past few years, demanding 
that thev give US banks operating 
there the equivalent of the "national 
treatment” which the US gives to 
foreign banks — meaning equality of 
competitive opportunity . vis-à-vis 
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Рам institutions. But China is not, 
so far, among the countries pressured 
by the US, even though the Bank of 
China has become active im New York 
in recent years, as it has in London and 


Sees — pme 


other international financial centres 
A US Treasury official,toid. the 
REVIEW: “We have not raised the the 
issue of reciprocal treatment on banks 
ing with [China] as there is no need to.” 


Chinese banks were not réal Operat: 
ing in the US, the official said, and 
most US banks had branchesan Hong 
kong through which they could deal 
with China. The Federal Reserve Bank 
of San Francisco appears to bemore in 
touch with the views of US banks on 
this issue than do financial officials in 
Washington п 
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Aside from the volatility: 


money market, BPA's misfortunes re- 








sulted partly fro „mismanagement. 
According to Nyoman Moena, presi- 
dent-commissioner of BPA and presi- 


| dent-director of Overseas Express 


Bank, “it is a matter of borrowing 
short and lending long.” Bank In- 
donesia, in a press release, noted that 
BPA's inappropriate lending practices 


| were a major problem. Moena, who 
| was not involved in the daily running 


of the bank, could not provide details 


| on BPA'slending practices. But he did 
| mention that BPA had been lending 
ag | heavily to affiliated companies, some 
M of which were involved in property. 

reports that the 










re were local 
cipal owner and director of BPA , 
Lee Darmawan Kartaraharja (alias 
/ jeng Kiat) had left the country 
illion (US$28.3 million). 






|| This was not the first time that Lee has 
# | beer:in trouble. Four years ago, Lee, 
^| who. was born in Ipoh, Malaysia, but 


subsequently moved to Indonesia, ap- 


| peared before a Jakarta court on 


charges of falsifying his Indonesian 


| citizenship papers. Lee initially was 


sentenced to nine months in jail. This 
sentence was reduced to six months on 
appeal to the higher courts. The case is 
now. under review by. the Supreme 





Ho j ever, Lee's Озар status 
apparently was not an obstacle to 
BPA's establishment back in 1957. By 
June 1983, BPA, with branches in 
Jakarta and Surabaya, had registered 
assets of Rps 22.3 billion and half-year 
earnings of Rps 125 million. A year 
later, BPA's assets had grown to Rps 
36.1 billion, though its half-year earn- 
ings had eased to Rps 117 million. 

Among the private national banks, 
BPA was known for its aggressiveness. 


| Its deposit rates were ay higher 
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was again 1 
from severe liquidity ылыы Asa 
result of the rapid weakening of the 
rupiah against the US dollar, there 
were massive purchases of US dollars. 
The resultant shortage of rupiah (be- 
cause Bank Indonesia is the major 
source of dollars, converted rupiah end 
up with the bank and out of circula- 
tion) caused interest rates to rise 


further. This hurt smaller banks which 


rely on the inter- bank market for 
funds. 


hese banks, and BPA, found respite 
| from their problems when Bank In- 
donesia established a special credit 
facility to help reduce their depen- 


` dence on inter-bank funds. But by Oc- 


tober, BPA's financial position appa- 
rently had not improved. Banking 


` sources noted that BPA repeatedly ran 
а deficit in its daily cash positions, 


prompting the central bank to issue 
stern warnings. On 19 October, Bank 
Indonesia finally moved in on BPA to 
prevent а run. | 

Bank Indonesia then announced a 
reduction in deposit rates. One-year 
deposit rates, for instance, have been 
scaled down from 21% to 19%. Bank- 
ers familiar with Bank Indonesia's re- 
scue operations expect the central 
bank to proceed with cleaning up 
BPA's loan portfolio. Bank Indonesia 


is likely to ask the bank's owners to 


raise BPA's paid-up capital and, if this 
is not forthcoming, BPA would proba- 
bly be put on sale. 

BPA, however, is not the only bank 
with large outstanding loans to af- 
filiated companies. So far, there is no 


regulation covering bank loans to 


affiliated companies, though Bank 
Indonesia, through its loan-monitor- 
ing system, tries to exert some pres- 
sure. | 

The intention is to have the private 
banks broaden their deposit. base 
within a year — an exercise the banks - 
feel will be difficult to achieve 
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| By Anthony Rowley i in Hongkeng 
fucci, а name best known until now 
M among the chic set, is becoming а 
symbol of something - even more 
sophisticated in Hongkong — the ter- 
 ritorial sanctity of the law. Through 
| local subsidiaries, the Italian fashion- 
accessories maker has been waging a 








months | ‘yer || series of actions іп the Hongkong 
===, courts against rulings by the United 





States Internal Revenue Service (IRS) 
that local branches of international 
banks and ace е firms disclose 
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By Richard Hanson in Tokyo 
N^ between the United 
States and Japan over capital- 
market liberalisation — which began 
in earnest just à year ago — have large- 
ly ighored the idea of creating an 
offshore banking centre in Tokyo 
(more precisely, International Banking | 
Facilities [IBFs]), though this is a pro- 


vi 


tional market implications. Although | 
subdued, the IBF idea has attracted a 
loyal band of advocates who are again 
showing signs of activity. 

IBF advocates now are suggesting 
that, given the right circumstances, a 
“political” decision to revive the plan 
could be in the offing. Ministry of Fi- | 
nance (MoF) officials have quietly | 
formed a consensus that the best ap- 
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bankers, because. of. the questions 
raised on the sovereignty of Hongkong 
law. Local judges, including Sir Alan 
Huggins, vice-president of the Hong- 
kong Court of Appeal, viewed the IRS 
actions as.an. affront to this sovereign- 
ty. Unlike countries such as Switzer- 
land, which legislate banking secrecy 
by statute, Hongkong. relies on con- 
tract or common law in such cases. Al- 
though a US attorney. representing the 
IRS told the REVIEW that an under- 
standing, had :been reached between 

.since the Hongkong 
court action alloy ing Chase to pro- 
vide certain docume its to the IRS, the 
court ruling is seen:as establishing an 
important preceden: isbeing argued 
that if a bank owes its client an obliga- 
tion of secrecy, as has been ruled in the 
Chase Manhattan case, so too do ac- 
countants. .. |. 

In his judgment on СИ саѕе involving 
Chase Manhattan, Huggins noted that 
Garpeg and FDC (both Hongkong-in- 
corporated. companies) and Vanguard 
(incorporated. in Panama but regis- 
tered and doing business in Hongkong) 
opened accounts with Chase in Hong- 
kong. The IRS, in investigating the US 
tax liability of Aldo Gucci and Gucci 
Shops Inc., suspected that "those per- 
sons are in some way unlawfully evad- 
ing the payment of tax and that inspec- 
tion of the accounts [of the three com- 

























 panies] would assist the investiga- 


Thei issue of International Banking Facilities i in Tokyo i is being 
revived amid efforts to liberalise Japan's financial markets 
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| but extremely passive in pushing for it. 
The only hope for an IBF in the near fu- 
ture, they say, is a show of "leader- 
ship" by Prime Minister Yasuhiro 
Nakasone. 

There are some among Nakasone's 
informal advisers who favour the idea. 
Butitis far lessclear that an IBF would 
be an added boon.to US or other 
foreign banks or, for that matter, the 
growth of Euroyen transactions which 
US banks have sought. 

In the eyes. of some detractors (in- 
eluding the Bank of. Japan - — BoJ, the 
central bank) the IBF is little more 
than a red herring amid: more serious 
efforts to "internationalise" the yen 





Proceedings were taken on behalf of 
the IRS under US law against Chase 
Manhattan in New York and the bank 
was ordered to disclose details of the 
three companies’ accounts with its 
Hongkong branch. Chase declined to 
do so and was ordered in respect of two 
of the companies to pay daily fines 
until compliance, though the fines 
were stayed pending appeal. 

The three companies wrote to Chase 
on hearing of the proceedings in the US 
and sought an undertaking that there 
would be no disclosure. Chase replied, 
according to Huggins’ judgment, that 
it was defending the proceedings in the 
US and, for the present, did not intend 
producing the records. But it was not 
prepared to give an undertaking which 
might involve it in a breach of US law. 
The three companies then brought ac- 
tions in Hongkong seeking an injunc- 
tion to restrain Chase from disclosing 
details of their accounts with the bank. 
Interim injunctions were obtained re- 
straining disclosure pending trial. 
Chase appealed against the interim in- 
junctions but the appeal was dismiss- 


ed. 
= uggins noted that when the three 
companies opened accounts with 
Chase in Hongkong, none of the parties 
“expressly agreed any of the terms 
upon which they were contracting,” 
beyond ‘passing a resolution in a form 
prescribed by the bank. But it is an 
“agreed fact that the contracts are gov- 
erned by Hongkong law,” Huggins 
noted. “It is common ground that the 
terms include one imposing an obliga- 
tion of secrecy upon the bank.” 

It was intended by both sides that 
the accounts would be kept in Hong- 
kong. “Anyone opening an account in 
Hongkong would anticipate that in the 


courage the growth in offshore, or 
Euromarket, transactions in yen. It 
dislikes in particular the thought of as 
yet “unknown” developments in an 
offshore market influencing the 
domestic economic order. 

Such opposition has meant that a 
first concrete proposal to establish an 
IBF has languished on the MoF’s back 
burner since being announced by a pri- 
vate group in 1982. 

In the latter half of the 1970s, the 
MoF was much less concerned with 
liberalisation than it was with quieting 
increasingly shrill complaints from 
foreign bankers over uncomfortable 
restrictions on their ability to operate 
profitably in Tokyo. An IBF, it was 
argued, would give foreign bankers 
something to do in Tokyo outside the 
restrictive domestic money markets. 

The push for an IBF picked up its last 
full head of steam two years ago. 
Takashi Hosomi, an influential former 
vice-minister of finance who currently 
heads the government's Overseas Eco- 
nomic Cooperation Fund, took up the 
cause. The argument was no longer 
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doit ASIN COMO SMS = * 
ordinary course of business Records 
containing the details of that account 
would be kept entirely within the of- 
fice or branch at which the account 
was opened.” He added: “Clearly the 
obligation of secrecy is not subject 
to territorial limits, thus permitting 
the bank to publish the [three com- 
panies] accounts anywhere but in 
Hongkong. 

"Although the orders of the US 
courts are in fact addressed to the bank 
in New York, they are aimed un- 
ashamedly at information which is 
within the jurisdiction of the Hong- 
kong courts, and they are therfore in- 


| tended to have extra-territorial ef- 


| attorney-general's 








fect." That was the ground of the US 
intervention to 
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to manage lighting 


The new 


suggest alternative procedures open to 
the US Government which “would not 
infringe the sovereignty of the Crown" 
in Hongkong 

Huggins and Silke acknowledged 
that Chase Manhattan had been placed 
in a "very difficult" position, being 
caught between two legislatures, and 
that Chase had incurred considerable 
expense in involving itself "very prop- 
erly" in both proceedings 

Huggins concluded: “All 


persons 


| opening accounts with Байкаш Hong- 





kong, whether local or foreign banks, 


| are entitled to look to the Hongkong 


courts to enforce any obligation of sec- 
recy which, by the law of Hongkong, is 
implied by virtue of the relationship of 
customer and banke! i 


س 





High energy-costs call for measures to cut down on powet 
consumption. Substantial savings of more than 20% can be 
made by using low-loss electronic ballasts which supply 
fluorescent lamps with a high frequency current. 

Other system benefits include: possibility of regulating the 
light; fast flicker-free ignition; stable burning of lamps within a 


wide temperature range. 


In fact, the Philips HF Electronic Lighting System opens up 
new ways to manage your lighting problems. 

To obtain the technical manual pictured above, please send 
coupon to: Philips Marketing Services Lighting Div.. 

Bldg. EC2, Eindhoven. the Netherlands. 
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yanks, though even less бё с-н 
n: low, have been granted most of what 
1 they originally wanted in the way of 
access to funding. Indeed, a number of 
' foreign bankers have turned sour on 
the idea of setting up an IBF. 

— With much fanfare in 1982, Hosomi 
led а high-powered 33-member 
` offshore banking survey mission on a 
- whistle- -stop tour of virtually every 
offshore banking centre in the world. 
"Included in the group were representa- 
$ ves of 23 Japanese financial institu- 
tions and representatives from the 
MoF and BoJ, the latter more to keep 
in eye оп advocates than to study the 
d feasibility of IBFs. 

 Ноѕоті returned from the mission 
and prepared a draft plan on establish- 
it ong IBFs. His plan envisioned IBFs 
being modelled on New York's experi- 
‘ence. IBFs would be regarded in the 
s e way as overseas branches of Ja- 




























anese banks, or conversely the head 
offices or other branches of foreign 
їп Tokyo. Consideration was 
given to keeping IBFs from influencing 
domestic markets, but other restric- 
"tions on domestic bank deposits, in- 
_ cluding withholding tax and stamp 
— duties, would be waived. 

The plan itself was reasonably well 
— received within the financial commu- 
-nity, and many thought implementa- 
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Hosomi' st és aty gy of presentir iets ps Ms. 


ГЕ Én. hot yev yer, 
officials (who had initiated a separate 
group to develop a draft plan) furious. 
Among the notable signs of revived 
activity are hearings being conducted 
by the MoF's advisory council on 
foreign-exchange issues. The advisory 
group will make à recommendation, 
among other items, on the IBF early 
next year. So far there has been tes- 
timony favouring the IBF from a 
foreign bank and another former vice- 
minister of international finance. 


osomi again has been speaking on 

the issue in press interviews. His 
view now is that there are clearly limits 
to the degree of liberalisation that 
domestic markets can stand. There- 
fore, an offshore market at this stage 
would be a useful compromise as the 
authorities continue the careful 
liberalisation of home markets. 

Other advocates argue that at least 
one other major worry about the IBF — 
the impact on domestic monetary pol- 
icy — is no longer relevant in light of 
decisions already made this year to 
liberalise to a large degree Euroyen 
bond issues and other Euroyen trans- 
actions which fall outside the BoJ's 
sphere of influence. One school of 
thought holds that it would be better to 
allow an offshore yen market to deve- 
lop in one's backyard where it can be 
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ments, hina ng it ‘acknowledges that. 
the impact of offshore yen markets on, 
domestic moneta?¥ controls is mini- 
mal. BoJ would prefer to see domestic 
markets develop, to the point where 
Euroyen are not necessary, rather than 
allow two separate mar kets to grow in 
Tokyo. If an IBF ‘were allowed, BoJ 
would do its best to extend ' ‘pruden- 
tial" controls to participants, in- 
cluding inspectioris and sóme sort of 
guidelines on lending 

The original Hósomi teport en- 
visioned a market in Tokyo that would 
start off at a size of some US$50-60 bil- 
lion in assets and liabilities, or roughly 
the equivalent at thé time of Singapore 
and Hongkong. Hósomi believes the 
already estab ished ‘Asian markets 
would not be adversely affected by the 
growth of Tokyo: Instead, inter-bank 
transactions with the Tokyo market 
would increase. 

It is still too early to tell whether the 
MoF will feel compelled to dust off its 
own internal draft for the IBF in the 
near future. Among other things, the 
MoF would still have to convince its 
own tax people to approve the needed 
tax exemptions — an uncertain pros- 
pect in light of their refusal to exempt 
already liberalised Euroyen bond is- 
sues by residents from domestic with- 
holding tax. п 
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ee Bonnie s story is misleading on a 
` ‘number of counts [contrary] to his gen- 
` erally excellent standards of financial 
reporting. Because of certain assump- 
tions he has drawn in his article, I sus- 
` pect also that he has been guided, in 
| reaching these assumptions, by refer- 
ence to a series of malicious and possi- 
. bly libellous articles which have been 
„ widely circulated in Hongkong during 
the past two weeks by an anonymous 
writer, claiming to represent a "group 
of Paliburg shareholders." e 

Specifically, —. Bowring's article 
suggests that the "complex series of 
transactions" seems to benefit 
everyone but Paliburg shareholders. 
This is an outstanding and unsubstan- 
tiated assumption and, as a long- 
standing, substantial Paliburg share- 
holder, I think all I can say at this point 
is that I would hardly be proposing the 
arrangement if I did not think it was in 
all shareholders’ interests. 


Bowring also implies that the propo- | 


sals are being made because I may have 


over-reached myself. This assumption | 


is presumably based on the fact that 
Head Lead Ltd, the present holder of 
the Regal shareholding, is substan- 
tially funded by banking facilities in 


COMPANY 





Toray gains 

‘Toray, Japan’s largest synthetic- 
fibre manufacturer, said net sales for 
the half year ended 30 Sept. were 
¥316 billion (US$1.29 million), a 5% 


which is wholly owned by myself. In 
fact, the facilities arranged for Head 
Lead are secured on the strength of the 
parent company’s balance-sheet, and 
the proposal now before shareholders 
of Paliburg is the final step in what has 
been an incredibly complex series of 
transactions. 

Bowring’s article also suggests that I 


| will achieve à HK$17 million (US$2.18 


million) profit on my March invest- 


ment and that I will be relieved of the 
need "to stump up an additional 


HK$107 million for the Regal rights 
issue.’ 
and the HK$17 million is clearly deter- 
mined by taking the difference be- 


tween the proposed acquisition by 
. Paliburg and the original cost of the 
Regal shareholding. It conveniently ig- 


nores the close to HK$13 million ex- 
penses incurred by way of interest and 
other, not inconsiderable, legal and 
professional costs. incurred in the re- 
structuring of the group which was in 
dire financial circumstances less than 
a year ago. 

Incidentally, Asia Securities (not 
myself personally) will achieve a mod- 
est profit on the transaction, and the 
Regal rights issue — in the absence of 
the current proposal — would have 
been pitched at a significantly differ- 
ent level. The Regal rights price “at 


13.5 times prospective earnings for 


1985" on the face of it appears high] but | 
is not significantly out of line with 
similar hotel investments in Hong- 


17.296 sales gain by the ide divi- 
sion and sales of new products up 
27.2%. Ки new products divisior 





- gain on the same period of 1983. Re- | ps. 


curring profit was up 36.4%-to 12.4 


billion, helped by low raw-materials 
costs and rationalisation. The com- 
pany predicted a sales gain of 4.4% to 


¥ 640 billion for the year to 31 March, . 


with growth coming mainly from the 
non-textiles field. It plans to cut the 


textiles division's share of sales to i 


5096 in three or four years. 


The synthetic fibres and textiles di- | 


vision, which now accounts for 65% 
of turnover, registered virtually un- 


|. changed sales from the correspond- 
| ing period of the previous year. Al- 
. though sales of staple fibres were 









| favourable, reflecting popularity of 
natural fibres, sales of polyester-fila- 








: xtiles divisions did well with a 








ment yarn were depressed. The поп- 
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The smallest of ‘Australia’ 5 big | йк 
banks — National Australia Bank — 
has set what will almost certainly be 
a short-lived record for the sector. It 
reported a 41.5% profit leap іп the - 
year to 30 Sept. to A$227.75 million 
.(US$194 million). Rival Y Vestpac 
Banking Corp. is due to report on the 
same year soon, and is likely to show 
profits in excess of A$300 million. 
The Australia and New Zealand 
Bank’s profit is expected to beabout | 
A$270 million. Both banks reported 
similar growth to National i in the first 
half. The federal government's 

monwealth Bank earlier re 
profit of A$225. 8 millio 















' This is “selective” accounting 


addition to loans from Asia Securities, К 
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its authorised capital to 


| one-for-three basis. The | 


China ‘Light ind Power of 

said after-tax earnings ros 
| the year ended 30 Sept, to Н: 
| million (US$128 million). 

from electricity sales rose 
| HK$6.38 billion. The compa 
had realised saving s by 

rather than oil in its | 
power station, an Ы 
had resulted in stable. E- 
charges to customers dur 
months. It said it expects 
price of electricity-to be 
at current levels well into 1 
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me to cor i | | 
prospects beyond the fore 
can say that the directors 
that the price/earnings Г 
medium-term future w 
rapidly, and for Paliburg 1 
tion of what will beas 
ing in a profitable and stre 
lished hotel group, wi 
very much in the interest 
shareholders. P 
Bowring also refers do 
locking Regal-Palibur 
reminiscent of the. 
Land set-up" as not be 
terest of anyone but the 
This is not the pur} 
Paliburg. prospectus mak 
clear that it may be a 
Regal to dispose of 
Paliburg shareholding at s 
date. As I personally dishk 
rangements myself this matte 
dealt with at an appropriate t 
Finally, Bowring speculates 
would be interesting to kr 
Wyllie and Lo convinced the ¢ 
tee on takeovers and mergers t 
were not acting in concert.” Th 
reason is that neither Asia Se 
nor myself have any concert 
ments with Y. 5. Lo who has ї 
volved | with Paliburg since il 
tion. N 
Hongkong 
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Light also announced an i 


from HK$3 billion, and a HK$) 
lion share capitalisation issue 


| forecast. | capital | 
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Total 1985 dividends are fore 





A divided directio.. 


ASIAN markets reacted with mixed feelings to United States President Ronald Rea- 
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gan's re-election, with some mirrorin 


. abled by 15 





turnover was a 


Wali Street's decline. Singapore and Ma- 


laysia were down sharply, leading the downtrend that hit half the markets in Asia in 
the period to 12 Nov. Among gainers, New Zealand took the lead. 


AUSTRALIA: The market saw a continued bull 


run into the period on United States elec- 
tion news, a*streng local currency and firming 
metal pyites. The industrials, which had sup- 
ported the market in recent weeks, lost headway 
as investors felt the peak was close. The down- 
ward influence of Wall Street was resisted for 
most of the period. Prices, however, dipped 
sharply 6n 19 Nov: as buyers backed out of min- 
ing stocks again: The Sydney exchange was dis- 
g on 8 Nov., leaving Melbourne 
to handle»much of its load. 


т NEW ZEALAND: The confidence of the previ- 


‘ous period continued, and though some last-mi- 


- mute jitters on budget day caused a brief dip in 


prices, the market responded with enthusiasm to 


| а budget which included none of the measures 
_ investors had feared — such as removal of tax- 


free dividends: Investors also welcomed the fact 
that the budget showed the government was 


X willing to take action which comes to grips with 


the reality of New Zealand's economic position. 
But at the period's end, a correction had begun. 


HONGKONG: Prices surged ahead in the first 


half of the period on expectations of a local prime- 
— rate cut. and good results from China Light and 
- Power. News of United States President Ronald 
—Reagan's reselection also helped sentiment. But 
— when interest rates failed to fall and Wall Street 
eased on.concern over a possible US invasion of 
— Nicaragua, local punters trimmed their posi- 





tions. The Hang Seng Index managed to chalk up 


a 17-point gain to close at 1,044.45, despite pro- 


fit-taking on the last two days. Daily average 
thin HK$110.94 million 
(US$14.22 million). 


t SEOUL: Registering the first significant gain іп | i | 
| weeks, the index rose 2.34 points to 133.81 on | Marcopper which had reported a big earnings re- 
| versal in the third quarter. 


sharply increased trading. Daily average turne, 
over rose to 17.33 million shares, up 8.23 million ' 
from the previous period. Analysts attributed the 
buying spree, mainly in blue chips, to the govern- 
ment's recent move to grant short-term loans to, 
institutional investors. Fabricated metals 
showed the biggest gain, up 17.68 points, апаў 
textiles, amid rumours of possible business con- 
tracts with China, jumped 12.35 points. Bucking: 
the trend' were construction issues, which fell by 
2.29 points, owed by wood and wood pro- 
ducts. It was Announced that the long-awaited 
flotation of shares by Hyundai Engineering and 
Construction Co. would take place on 27-28 Nov. 
ens 
SING : In the Jatter days of the period, 
the market's.downhill momentum gathered 
speed. Frasers Industrial Index closed at 
4,317.09, doWn 226.93 points or nearly 5%, of 


- which moré than half was lost on the final trad- 


ing day. The widely watched blue-chip Straits 
Times Index and the more broadly based Busi- 
ness Times Composite Index each closed the 
period within less than a point of their 
psychologically significant thresholds of 800 and 


110 








- 


700 points, respectively — their lowest levels in 
nearly two years. Neither US President Ronald 
Reagan's re-election, nor falling local interest 
rates could check the slide. Volume remained de- 
pressed, with daily turnover averaging 8.5 mil- 
lion shares (compared with 9 million previously). 


KUALA LUMPUR: investors stayed away as 
prices slid to their lowest levels in nearly 20 
months. Fraser's Industrial Index shed 114.78 
points to close at 2,920.09. Most of the damage 
was done in a bout of panic selling on the last 
trading day. Volume remained at the same de- 
pressed level as the previous period's, with daily 
turnover averaging 4.8 million shares. Finance 
and industrial shares were the heaviest losers, as 
continuing tight credit undermined business 
prospects and offered investors deposit returns 
that the stockmarket could not match. 


TOKYO: Prices were weak, with electrical 
shares leading the downturn. Even a stronger 
yen against the US dollar failed to support the 
market. Analysts said that investors were wor- 
ried about the possibility of new trade friction 
between Japan and the United States. Interna- 
tional blue chips dipped further, reportedly on 
selling by foreign investors. Trading volume 
averaged 423 million shares daily. 


MANILA: The most dismal week in a long time 
was marked by a shrinkage of turnover to 111.73 
million shares worth P10.4 million 
(US$521,100), roughly half of which was ac- 
counted for by special and negotiated transac- 
tions on 12 Nov., and by a decline in the number 
of active issues. High money costs were again a 
major dampener. The mining index dropped 5.67 
points to 836.5 as a 30-centavo gain by Atlas 
was more than offset by a 10-centavo loss by 


TAIPEI: тһе market continued its long slide, 
closing the holiday-shortened period at 808.73, 


„down 18.7 points from the previous period. The 


weighted price index lost 15.83 points on 9 Nov. 
lone, as investors, already jittery over recent de- 


‘clines, reacted to news of financial troubles at 
“Yung Kang Industrial Development Со. and Ta 


Nun Chemicals. Average daily turnover was 
moderate at NT$580 million (US$14.87 million). 


BANGKOK: Rising by 3.09 points to close at 
122.17 on the Book Club Index, the market lifted 
from the doldrums. Gainers outweighed losers 
by 27 to nine while the remaining 56 were un- 
changed. Daily average turnover was Baht 67.5 
million (US$2.5 million). The upturn was largely 
technical as investors tried to cover their over- 
sold positions. Sentiment also was encouraged 
by news that many companies had weathered the 
baht devaluation better than expected. Leading 
the rise were the popular mining counter, 


Tongkah Harbour, and the two cement blue 
| chips, Siam City Cement and Siam Cement. 


NEW ZEALAND 


AUSTRALIA 








AUSTRALIA 


Aust. All-Ordinaries Index 
6 Nov. 772 
7 Nov. 777 
8 Nov. 779 
9 Nov. 779 
12 Nov. 778 
Change on week *0.70 
12Nov. ~ change 5 
A$ onweek  yie 
Amati 414 -07 5 
Ато! Exploration 273 +11 3. 
Ampoi Petroleum 185 +22 4 
ANZ Bank 535 -02 5а 
Australian Cons. ind 198 +10 7 
Australkan Guarantee 335 +31 3. 
АРМ 234 -04 7 
Borai 338 +12 4. 
Bougainvitie 196 +48 3 
Brambles Ind 355 +06 4 
BHP * 10.50 +16 4 
Burns Pháp 390 = 34 
св 350 23 4s 
Coles GJ 419 +19 4 
Comaico 261 +12 1 
CSR 3:10 +16 5 
Dunlop Austraka 188 +11 5. 
Elder Smith GM 527 +50 3. 
Hardo J 337 -17 6 
Herald & Weekly Times 452 +76 4 
ICI Australia 219 -09 6. 
Lend Lease Corp 559 +02 45 
MIM Holdings 286 -0.7 1 
Myer Emporium 164 +05 6 
North Broker Hill 236 +22 2. 
Роко Wallsend 5.65 *54 0. 
Pionoer Concrete 1.65 -06 & 
Samos 628 -22 1. 
Smith H 3.68 -73 5 
Thomas Nationwide Trans 1.66 -1.6 6 
Western Mining 341 +72 +0. 
Westpac 401 „17 6 
Woodside 121 -08 - 
Wootworths 277 Е 5 
Hang Seng Index 
CRW. a TS 
7 Nov. 1,046. 
8 Nov. 1,052. 
9 Nov. 1,047.2 
12 Nov. 1,044.4 
Change on week *1.65* 
12Mov. change % 
HK$ onweek yie 
Assocuated Hotets 0.40 -48 d 
Atlas ind. Ex Ow 2.975 -0.8 2€ 
Bankot E A 21.30 +24 зя 
Cheung Kang 8.20 +06 E 
China Light 16.00 *32 4. 
Conc 055 -52 - 
Evergo 143 -47 17 
FE Consortium 0335 -56 = 
FE Hotels 0.65 — 4 
First Рас Holds 240 -30 20 
Great Eagle 041 -12 = 
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ага Cement 665 -56 15 | Sanko Steamstup 127 +24 = Korean Arines 543 00 106 " 
ng Lung Development 3,075 +79 46 | Sankyo Pharm 950 -21 311 Lucky Lid 517 00 FA 
ng Seng Bank 37.00 by we 39 | SanwaBank 1000 -48 402 Samsung Eectronic 475.00 20 

a 10.00 58 бәш Pretab Homes 582 +12 285 Sarmanan Corp 1265.00 ^22 

nderson tar * 71 Sharp 1060 аз 263 Sunkyung ' 003 00 „56 
K. Electric 5.90 SI 69 Shesexdo 1130 -28 213 Korea Fund ugs 4875 – 

K.&Ch. Gas 6.80 *30 26 Sony 3650 -52 334 Korea internatonal Trust USS 10 87902 +42 э? 

КАК. What 420 os | 42 Surnitomo Bank 1170 -93 352 Korea Trust USS 14.64 +43 55 
K Land 3.325 +15 оз тазе! Const 197 -20 128 
K&S Bank 6.70 +22 67 | TakedaChem 810 12 299 
К 4S Hoteis 2470... 526 42 Toko Marine and Fire 670 -33 401 
K “А” 480 125 || TokyoBlec Power 1320 -08 143 
e 29 * 34 | Toray 414 -10 37 
K. & Yau Ferry 250 -10 60 | Too saz 2 223 
жеме! Ex Div 1.35 -29% 30 Toyo Kogyo 435 -31 15.0 
sin Chong *109 74 Toyota Motor 1290 -15 130 
Atchison Whampoa 14.40 fa 226 Yamaha Motor 590 - - 
fI City Hoktings 0.62 -— 24 
моге Matheson 746 cy v $4 

* э! 11 

mea" A NS a NEW ZEALAND 
an Textées 1500 pti 233 
pii di аА sa Barclays Index 
nent O'seas H 2 625 +19. 55 . 

‘seas T. Bark 2575 rg 47 | SNov. 1,275.68 
aui Y. Constr 2525 = VOPAT |, О а) 1,287.48 
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un H.K Props Ex Div 6.95 отав | 9Nov. 1,308.34 , TAIWAN 
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iiia 0.28 ла? < Change on week +3.62% E. 
lah Kwong Ship 245 +21 139 12Nev. сламе % 
hoolock “A” 3.625 *14 97 NZS onweek yield 
(hee! Man. “A” 1.40 — — Alex Harvey 240 +21 46 
fing On Holdings 2.025 -36 39 Влегеу 422 +11 18 
vinsor 4475 -06 105 Carter Hott 3.10 +16 36 ^ 
Мога int l 1.41 +07 43 Dominion Brewenes 1.45 -07 78 

d Foltox 240 +34 52 
Fletcher Challenge 290 +90 69 
Lon Brewenes. 196 = 79 | 
NZ Forest Products 327 +22 40 LT 
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NZ Stee! 255 «04 71 
UEB Industries 157 +06 80 
Waitaki NZR 1.60 +53 66 М 
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Manila Mining Index 
6 Nov. 846.83 
7 Nov. 843.10 
8 Nov. 836.58 
9 Nov. 836.58 
12 Nov. 836.58 
Change on week -0.66% 
12Nov. Schange S 
Peso onweek yield 
Acoje Ming 0.0026 -= - 
Anas B 2725 +093 - 
Baguio Gokt-8 0.001 idi ы 
Fil-Am _ = 
First Holdings 1.12 +57 Е 
Lepanto-B 0.031 -- — 
Marcopper 0.80 -167 — 
Philex-B 0.12 +43 - 
PLOT 39 00 -49 - 
Phil Overseas — — = 
Proneer-B P - - 
Gum 445 “26. 104 Podco-B N -d m 
r а 1570 -49 259 San Miguel-B 11.00 +23 zx 
Elec Wes 620 -40 214 W Minoico-B - = i 
Mitsubishi Estate 489 -37a 27 
Mitsubishi H | 240 -08 226 
Masui & Co 325 -03 520 
се "x SINGAPORE i 
349 «12 275 4 
RoR BA Att 5% industrial 
ses c st Fraser's Index 
Menon Ой a 932 іла 684 
oppo Stee! 156 -06 3466 bci каг , 4 
Nomura Securities 752 -22 26 7 è 3 Gold Star Cable 760.00 +17 52 Japan Nomura eeemanonal (Hkc Mongmang Heogsong Stoca i 
NYK 225 -13 196 8 Nov. 4,520.18 Han Yang Corp 5 295.00 -69 $1 Exchange Hang Seng Pans Austras ant Singapore Peters | 
pres 1080 -92 546 | 9Nov. 4,438.71 | Hani Bank ‚1 74000 - 54 Thailand: Book Cub Finance and Secures Co Mew Zealand: | 
2260 -04 439 | 12Nov. 4,317.09 | Hyundai Com ., 958.00 «47 42 Ronou! Partners. South Korsa acd TaiwansVickens ds Cosa & 
econ E 1000. 6S 1 Change on week -4 99% Korea Od Holding Û 1,285.00 +53 47 Co. (HK) Liat 
ыр. 
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jA forward: japan ¥ 241,026, Hongkong HKS? 803. Singapore 552. 135, 
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Australia 11-322 85 
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Deutsche Bank 14-174 9. 
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EEC 1187 
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АГЕ BANKERS WHO 
© NDEARSTAND FINE ARIS 
NVESITTVEN I. 


At Citibank's International 
—rivate Bank there are people 
who really understand both 
he aesthetics of art and the 
>onsiderable opportunities that 
zan be created by this form of 
nvestment. 

If you are a substantial 


investor living in Asia, 
ЖЕ, appreciate the help of 
+ k's private bankers, 


working with Sotheby Parke 


Bernet — international auctioneers 
and appraisers for over 

two centuries — to develop 

and manage your fine arts 
collection. 

In today’s unpredictable 
investment climate, wise investors 
are looking more closely at fine 
arts. Citibank's private bankers 
аге able to provide confidential 
assistance in fine arts investment 
in all the major financial capitals 


of the world. This is a unique 
financial service for a special 
Clientele. 

If you would like to talk to 
private bankers with a perspec- 
tive on fine arts investment 
opportunities, you can call any of 
these numbers and ask for a 
personal visit: — 

Hong Kong 5-8308764, 
Singapore 2210066, 
Tokyo (03) 245-0575. 
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Sketches of a proud past 


Old Macau by Tom Briggs and Colin 
Crisswell. South China Morning Post. 
НК$99 (US$12.50). 


he striking coexistence of Portu- 

guese and Chinese cultures makes 
Macau an ideal subject for writers and 
photographers with a taste for exotic 
contrasts. Such images as European- 
style churches built near traditional 
Chinese temples have been captured 
numerous times before in words and 
pictures. 

The latest attempt is from Tom 
Briggs and Colin Crisswell. Old Macau 
is a collection of pencil, ink and water- 
colour sketches, featuring more than 
30 well-known landmarks — mostly 
monuments under government preser- 
vation. 

Briggs and Crisswell have jointly 
produced three similar books on Hong- 
kong; Old Macau, however, is less im- 
pressive. The extensive use of water 
colour in drawing the elegant build- 
ings has restricted the artist from 
showing the finer details, which are of 
interest to admirers of colonial ar- 








chitecture. Briggs is better with ink 
sketches, as demonstrated fully in 
The Vanishing City in the Hongkong 
series. Even so, his ink sketch of the 
impressive ruins of St Paul's Cathedral 
transforms them into a dull and ordi- 
nary-looking facade. 

Despite its shortcomings, Old Macau 
is still a worthwhile addition to the 
bookcase of any Macauphile. The art- 
ists have approached their subject 
with an unmistakable warmth. 

Crisswell, who claims to have 
walked along every street in Macau, 
also has dug up some interesting facts. 
The charming Bela Vista hotel, for in- 
stance, was used as a hostel for Hong- 
kong expatriate civil servants learning 
Cantonese; while the Camoes Museum 
has had a chequered existence — at one 
time, an ammunition depot, and the 
government printing press in another 
incarnation. The book also records 
how a Macau governor who upset the 
local Chinese with his insistence on 
building the Barrier Gate was assassi- 
nated. To underline their contempt, 
the assassins cut off his head and 
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hands, returning them — in a pig bas- 
ket — to the stunned Portuguese au- 
thorities. 

This is a book primarily of architec- 
ture. Many aspects of Macau's life are 
not shown: the tranquillity of the en- 
clave and the simplicity of life in gen- 
eral, compared to its bustling neigh- 
bour, Hongkong. Moreover, the pic- 
tures leave an impression of a run- 
down small town with a few relics 
mocking its glorious past. 

But then the artists' theme is not | 
modern Macau but precisely those re- 
lics which are fast disappearing with 
rapid urban development. At the end 
of the book, an illustration of an ugly, 
demolished building serves as a re- 
minder to the reader of the possible 
fate some of the lovely buildings por- 
trayed may meet one day. 

Macau, to a large extent, lives on 
tourism, however. And the old run- 
down streets are a large part — along | 
with the casinos — of the place's 
charm. In other words, Macau cannot 
afford to destroy the physical manifes- 
tations of its history in the race for 
modern prosperity; for its history is 
part of its prosperity. If this picture 
book helps to drive this point home, it 
will have done a valuable service. 
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Church of St Lawrence: the finer details. 


— LOUISE do ROSARIO 








At Thai were constantly planning new ways of 
making our passengers more comfortable. 

And nowhere is this more evident than in Royal 
First Class. 

Take your seat. Totally new in design, it has 
improved back support and reclines further. 

The footrest extension is now fully padded. 
And when extended, the seat is more like a bed than 
ever before. 

Other new ideas include fresh eggs cooked, 
any way you like them, right there on the | 
plane. Freshly squeezed orange juice. 
Delicious caviar. 

And vintage Dom Perignon 
champagne. 

So make plans to fly Royal First 
Class on Thai. 





LETTER FROM JAIPUR 


H^ father was the absolute ruler 
over more than 2 million people - 
as well as being one of the world's top 
polo players. His ancestors include 
India's first city planner and some of 
the country's greatest warriors, in- 
cluding one, legend has it, who was so 
irresistible that 60 of his 1,500 wives 
threw themselves on his funeral pyre. 

But Bhawani Singh, 53, is now a sim- 
ple commoner, whose official rank is 
no higher than his 700 million compat- 
riots in India. But the townspeople still 
call him Maharaja of Jaipur and 
crowd around him when he appears in 
public, telling him their troubles and 
asking him for help as if he still holds 
extraordinary powers. 

Bhawani Singh is the 40th member 
of his family to have the title of 
maharaja. His forebears were rulers of 
Jaipur state — an area of 16,682 mi? — 
one of some 500 princely states 
which made up half of India's land 
area while the British ruled the rest. 
With India's independence in 1947, the 
maharajahs lost their power and in 
1971 they lost their ranks and special 
incomes. 

Brought up in a world of marble 
palaces and scented harems, tigers and 
elephants, fabulous jewels and hoards 
of gold, most from this fabled breed 
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now lead low-profile lives, supporting 
themselves with revenue from the last 
of their possessions. 

Bhawani Singh, a descendant of the 
Rajput princes whose heroism was 
praised in Indian epic poems, is some- 
thing of an exception. Sitting in his 
palace room near a huge painting of a 
battle victory by Rajput warriors in 
ancient Indian times, Bhawani Singh, 
in plain shirt and slacks, appears like 
any ordinary businessman. "It is no 
good dwelling on the past and wishing 
I had been born 100 years ago. We must 


| move with the times, which is why my 


father rented out one of his palaces, the 
Rambagh, as a hotel back in 1956 and I 


have just done the same with another, " 
he said 

If the maharaja reveals little in ap- 
pearance of the legendary past, the 
lovely city of Jaipur, capital of the pre- 
sent state of Rajasthan, serves as a con- 
stant reminder of the ambitious and 
talented Rajput clans that ruled sup- 
reme in northern India between the 8th 
and 12th century. The Pink City, as itis 
called, is an architect's dream built en- 
tirely of pink-coloured stone intended 
to resemble the colour of the sunset 

Maharaja Jai Singh, one of — 
Bhawani Singh's ancestors, 4 - i 1 
founded the city in 
1727 and intro- 






















Jaipur: the pink, planned city. 
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duced a layout plan most innovative 
for his times. Based on a grid system 
round the City Palace, the city was di- 
vided into rectangular blocks, com- 
plete with wide roads and gateways 
The drainage system in particular was 
so well laid out that, Jaipur citizens 
claim, the old city was less affected 
than the newly developed surrounding 
areas during a flood in 1981. 

Jai Singh, a great astronomer as well 
as a bold town-planner, also built an 
observatory with large stone instru- 
ments, still accurate enough today, for 
monitoring the movements of stars and 
planets. 


ith all its attractions, Jaipur is a 

favourite tourist spot, forming, 
together with New Delhi and Agra, the 
so-called Golden Triangle for visitors 
Castles and forts are now turned into 
museums. Two palaces, the Rambagh 
and the Raj Mahal, are now five-star 
hotels, under the management of the 
Taj group, one of India’s leading hotel 
chains. The architecturally exquisite 
120-room Rambagh, 15 minutes’ drive 
from the city centre, is full through the 
September-April season and business 
is so good that a 100-room extension is 
being built at the Raj Mahal ata cost of 
US$7 million. The Maharaja suite, 
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37, bd. de Montmorency 
75781 Paris Cedex 16 - France 
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| where 
| Singh, slept, costs Rs 1,500 (US$130) a 


Singh's father, Sawai Man 
night 

“For me, the greatest responsibility 
15 to preserve and cherish the great 
heritage my ancestors have left to me 
and to Jaipur,” said Bhawani Singh 
These treasures take the form not only 
of forts and castles but of artistic and 
historical treasures, many of them dis- 
played in the City Palace, above which 
Singh lives with his wife and 14-уеаг- 
old daughter Diya. The only remnant 
of the family’s former power is a gate 
leading to the palace, through which 
only family members can pass 

The family’s main link with the city 
people now is through religious festi- 
vals, in which they play an active part, 
and through charitable and educa- 
tional trusts. As evidence of Singh's 
continuing name in the city, he was 
being actively wooed by major politi- 
cal parties to run for them in the gen- 
eral election, which is still due to be 
held by next January. His step-mother, 
his father’s third wife, served as an op- 
position MP for Jaipur from 1962 to 
1977 after winning by 175,000 votes, a 
world record in any democratic elec- 
tion 

Harrow-educated Bhawani Singh is 

former army officer, and holder of 
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where youd 
never expect 


to find it. 


A secret shoppers paradise 
around an airport hotel? 


We delight in surprising 
you with first class service, 
food, accommodation, 
even bargain shopping 
where you’d never expect 
to find it. And because 
we're not in the heart of 
the tourist area you'll like 
the prices better too. 


And the best surprise of 
all — our rates. They’re 
unexpectedly reasonable. 


REGAL 


AA’ MERIDIEN 
AAA AIRPORT HOTEL 


ONG KONG 
"ha. AIR FRANCE 


Where you can expect 
the unexpected. 


For information or reservations, contact 
your travel agent, any Air France office, 
Meridien hotel or Regal Meridien 
Airport Hotel Hong Kong, Sa Po Road, 
Kowloon. Telephone: 3-7180333. 
Telex: 40950 HOMRA HX. 


РАР Business Travels 
ТТ With The Review 


When it comes to reaching Asia's frequent 
business travellers, the Far Eastern Economic 
Review offers you the most mileage. 


At present most of the world's leadina airlines 
with routes in Asia use the Far Eastern Economic 
Review regularly as a primary advertising 
medium. Why? The answer is simply because 
the Review reaches the highest audience con- 
centration of heavy frequent independent busi- 
ness travellers of any regional publication in Asia 
today. And does it more cost-efficiently. 


If you'd like to know more about our frequent 
business travellers, write on company letterhead 
and we'll be glad to send you a copy of the latest 
1982/83 6 City Media Phase from the INTRA- 
MAR STUDY independently conducted by In- 
ternational Travel Research Institute. The facts 
speak for themselves. You'll see how well-travel- 
led we are. 


Address your inquiries to:— 


Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 


FarEasternEconomie 


The choice of authority 
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= oo | Lido Hotel Beijing, where the most modern comforts combine 


Rowan Caci | with the ageless traditions of warm hospitality. Amid the splendours 


Edna Carew of ancient China, discover the friendly, efficient service of the "80s. 


_ Teresa Ma 
ane | * Only 15 minutes from Tian'anmen Square and 
Colin James 20 minutes from Beijing International Airport. 

* 500 luxuriously-appointed guest rooms and suites. 

* Superb international cuisine. 

* On-line computerised advance reservations system 
for guest convenience, 
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the illustrious company we keep 
also writes the nicest letters. 


Perhaps it’s the unusually attentive service we extend 
to every guest at The Dynasty Singapore. Or it could be the 
hospitality that seems to come straight from the heart. 


Again it could be because of what we have to offer. 
Rooms and suites, luxuriously appointed and comfortably larger 
than average. Our Le Vendóme Restaurant that boasts the very 
finest French cuisine. The Tang Court Chinese Restaurant with its 
superb Cantonese specialities. Bill Bailey's Bar. Our 24-hour 
Golden Dew Coffee House. Stroller's Sidewalk Cafe. And the 
office away from the office — our Executive Services Centre, 
complete with Health Club and full-sized swimming pool. 


Whatever it is that enchants our guests about us, it 
makes great letter writers of them. The next time you're in 
singapore, stay at The Dynasty Singapore, 
then you won't have to just read about us. 


d THE 
Gnas 


The tow Ine ec k of the 
зр вах 9 


320 Orchard Road, Singapore 0923 

Tel: 734-9900 Tlx: DYNTEL RS 36633 
Cable: Dynasty Singapore 

General Manager: Mr Alfred Low 

For reservations, please contact 

UTELL International ( Worldwide ), 

Distinguished Hotels of the World (Robert Е Warner, 
тс — USA/Canada), or your Travel Agent. 
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The JFS affair 


Your long apologia on behalf of Jar- 
dine Fleming (Singapore) (JFS) 
|[REVIEW, 18 Oct.| contained nothing that 
had not been submitted by JFS to the 
Monetary Authority of Singapore 
(MAS). It is not my purpose to refute 
the numerous errors of logie and fact 
contained in the article as this would 
occupy space in your journal which 
could be better used. JFS' defence, re- 
capitulated by you in detail, consists of 
a recital of excuses, quibbles, pretexts, 
disclaimers and alibis. The central 
issue is conveniently ignored. 

The basic issue is that JFS was en- 
gaged by Keppel Shipvard to advise it 
on the merits of acquiring the shares of 
Straits Steamship. JFS is a merchant 
bank with, as you rightly claimed, il- 
lustrious connections. For the advice 
sought, JFS charged a fee exceeding 
HK$1 million (US$128,200). 

The relationship between client and 
merchant bank, especiallv one with an 
international reputation,’ is not a 
casual one. If the merchant bank had 
conducted its work professionally, an 
acquisition would have resulted in 
considerable gains as the share price of 
the acquired company would have 
risen. This is the normal outcome of ac- 
quisitions judiciously made, as refer- 
ence to recent records of Wall Street 
and other financial centres will bear 
out. 

In this instance, the outcome, as vou 
rightly pointed out, was a fiasco. The 
price of Straits Steamship dropped 
from S$2.27 (US$1.06) on 15 June 1983 
to S$1.18 on 10 October 1984. It is with 
astonishment that I read that you ex- 
pressed wonderment as to “why JFS 
should be singled out for the MAS’ spe- 
cial odium." Do you really believe that 
JFS' duty was, to quote the MAS press 
statement, "merely to assist Keppel in 
the collation of facts synthesised with 
meagre commentaries without being 
expected to advise on the worth of 
Straits and be responsible for the accu- 
racy of information furnished to Kep- 
pel"? 

References to previous mis- 
demeanours of JFS were made to show 
that far from being high-handed in its 
treatment of JFS, as alleged by vou, the 
MAS has acted with great forebear- 
ance. In the end, the MAS had to con- 
sider its duty to the Singapore public 
to ensure the high professional bank- 
ing standards and acted accordingly. 

KOH BENG SENG 
Manager, Banking & Financial 


Institutions Department 
Singapore Monetary Authority of Singapore 


e Philip Bowring and Lincoln Kaye 
reply: Koh's claims that JFS was paid 
HK$1 million and that it advised Kep- 
pel to purchase Straits are not backed 


73 NOVEMBER 1984 e FAR EASTERN ECONOMIC REVIEW 


THE AIR FRANCE FLEET. 

AIR FRANCE HAS THE FINEST 
AND MOST ADVANCED 
AIRCRAFT IN THE WORLD: 
THE SPACIOUS B 747, THE 
SUPERFAST CONCORDE, THE 
INNOVATIVE AIRBUS, THE 
EFFICIENT B 737 AND B 727 
ALL PLANES OFFER A PERFECT 
MIX OF HIGH TECHNOLOGY 
AND COMFORT 

THE HIGH AND MIGHTY 

AIR FRANCE FLEET: ANOTHER 
EXAMPLE OF THE HIGH 
STANDARDS YOU FIND 
WHEN YOU FLY AIR FRANCE. 
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the expatriate 


je other hand, and my civil ser- 
4 agues can bear me out on this, 
ther are also some expatriate officers 
who pass the buck around — upwards, 
downwards and sideways — and are 
still able to keep their jobs or even get 
promoted. “Buck-passing” is a com- 


mon management disease found in 
most. bureaucracies and there are 
à many reasons for it. To see the problem 
as a local/expatriate dichotomy is at 
worst: racist and at best over-simplis- 
tic. l 

Hongkong 


 B.L. CHEUNG 





more e Chinese jurors should be selected 
in cases involving Chinese defendants 
and that the government should con- 
sider porcum the scope of the. jury 
fist 






Jy agree with the case for widening 
the | cope of the jury list which at pre- 
serit, due to its language qualification, 
excludes a high proportion of the terri- 
tory's permanent population, while 
permitting someone like myself, an ex- 
patriate with barely 12 months' resi- 
dence in the territory to becalled. If the 
intention of the jury list is to provide a 
jury of the defendant's peers, then its 
present composition substantially re- 
duces the charices of this happening. 

From observation of the actual pro- 
cess of jury selection, however, it is 
clear that the attitude of many defend- 
ants and their counsel is responsible 
for compounding the racial imbalance 
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selected, clearly in the hope that the al- 


i had beenexh 
se E to ar 


‘three permitted obij C ior 
e first three Chinese j jurors | 









detendants must also be ac no 
as a factor which reduces the 
tion of Chinese jurors who 
empanelled. Given this, iti is 
е measures e 











ternative name drawn: would be that of 
a non-Chinese. This approach worked 
in several instances. 

In one case after Гук three ch lenges. 
ito де 
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The Bank offers. challenging opportunities to highly. qualiti 
professionals who seek employment on a career or fixed term basis. App 
invited for the following positions: 


TREASURY OFFICER 


Participation i in activities related to the mobilisation of the Bank's resoure 

ing in particular borrowing on world capital markets; study: and analysis of th 

_ in those markets; scheduling of the Bank's cash requirements; investment of funds 
` needed for its lending operations; preparation of recommend: | ! 

. these subjects and documents necessary for the Bank’ " | 

` pectuses and financial agreements. Candidates shou rsity degree: or 

. equivalent i in business administration, accounting, economics ors milar subject. 


-— OFFICER. 






















a for the еп адетин апа administtation of a wide range ч consullanté: Can 
 didates should have a university degree or equivalent education and substantia! ex- 
perience in personnel management and administration in a large organization, prefer 
ably with international operations involving a multi-national and multidisciplined pro- 
fessional staff. - 


SYSTEMS AND PROCEDURES OFFICER 


Conducting Organiz ion and Methods or management services activities fo it 
crease work efficiency and productivity in the Bank. Candidates should have a kr 
 edgeofsystems principles and techniques including the management use of the: 
` puter, an inquiring mind, strong analytical capability, and good communications s 
They should be versatile, persuasive, and able to work independent y in reviewin 
systems and procedures. 





Unless otherwise specified, candidates should have a university degree or equi- 
valent education, and.a minimum of five years of professional experience in their parti- 
cular field of expertise. 


Fluency in written and spoken English is essential. Staff and their families will be 
based in Manila, Philippines but the positions may involve international travel. 


The positions offer a competitive salary, paid in US Dollars normally free of tax, 
and an excellent benefits package. 


Interested persons. are invited to send to the following address their curriculum 
vitae, including present salary and details of their working experience, indicating on 
both letter and envelope REF. NO. HK47: 


HEAD, EMPLOYMENT AND STAFF RELATIONS 
PERSONNEL DIVISION 
| ASIAN DEVELOPMENT BANK 
d P.O. BOX 789 
Е MANILA, PHILIPPINES 


ow a computer 


company can 


your applications bottleneck. 
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Consider this scenario. 

Suddenly, all your management 
users become able to develop their 
own special applications. On-line, 
using their own desk top terminals. 

They have immediate access to 
updated information within their 
authorized data base, regardless of 
where it’s entered. They're able to 
reformat reports and even redefine 
parameters. Themselves. 

You're still very much in contro? 
of things, but not burdened by 
detail. You're free to manage the 
on-going workload. And the major 
applications. 

It could all happen with the 
Sperry MAPPER System. Not quite 
"suddenly," but in very short order. 

MAPPER is that powerful. Sim- 
ply stated, it's the most advanced 


Sperry Ltd., 

36/F., Sun Hung Kai Centre, 
Wanchai, Hong Kong 

Tel: 5-749311 

Tix: 74516 UNIVAC HX 


Sperry Pte Ltd., 

07-01, The Octagon, 

105 Cecil St., 

Singapore 0106 

Tel: 2248333 

lix: VACSIN RS 20844 * 

ORG Systems, 

Anand Bhavan, 33 Bhavan Lok, 
Vasant Vihar, 
New Delhi 
Tel: 675317 
Tix: 031-2140 ORG IN 


110057 India 
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information management tool yet 
developed. 

A tall claim, to be sure. But we're 
prepared to back it up, conclusively. 
We'll put MAPPER to work ona 
real and specific application 
development problem that a user 
has given you. 

SOMETHING FOR EVERYONE 
MAPPER's simple everyday 
language commands and non- 
procedural flexibility make it easy 
for the most computer-shy user to 
gain proficiency in a day or two. 
The fact is, MAPPER can be used 
in all departments of your company, 
including your own, and at various 
levels within the organization. And 
the MAPPER concept of “user 
friendly” far transcends anything 


you ve seen. 


HERE'S THE OFFER 








Accept our MAPPER Challenge. 
Bring us an application develop- 
ment project. Bring along the user. 
We'll show you how quickly and 
easily MAPPER gets the job done. 
Call us for further information. 


Singapore: 224-8333 
Hong Kong: 5-749311 


MAPPER CHALLENGE 
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Summit Computer Co. Ltd., 

8th Floor Silom Building, 

197/1 Silom Rd., Bangkok, Thailand 
Tel: 2334280 

Tix: 82709 SUMMIT TH 


N.V.P.D. Soedarpo Corporation, 
Electronic Data Processing Division, 
Jalan Let. Jen. S. Parman Kav. 35, 
Slipi, Jakarta Barat, Indonesia 

Tel: 596701 

Tix: 45867 DARCO IA 


Pernas Trading Sdn Bhd., 
Computer Division, 

3rd Floor Annex Block, 

Jalan Raja Laut, Kuala Lumpur, 
Malaysia 

Tel: 932122 

Tix: 30340 PET RAD MA 


EDP Taiwan Incorporated, 
4th Floor, Min Hwa Building, 
150 Fu Hsing North Rd., 
Taipei, Republic of China 
lel: 715 3933 

Tix: 11169 GILBMAR 


Uniphil Computer Corporation, 


2nd Floor, Don Jacinto Building, 


De La Rosa Cor Salcedo Sts., 


Legaspi Village, Makati, Metro Manila, 


Philippines 
el: 851144 
Tix: 075-66609 UNCC РН 





MAPPER is a trademark of Sperry Corporation Срег 


Corporation 1983 


i NOVEMBER 1994 e FAR EASTERN ECONOMIC REVIEW 





E 79 oa 4 


> Siw. o CIE 


Vol. 126 Мо. 48 





Cambodia, a nation shattered by years of war and 
by the Khmer Rouge's four-year reign of terror, is 
having to rebuild from the ground up. And the 
government's task is not made any easier by the 
fact that since the Vietnamese invasion and the 
installation of the Heng Samrin government in 
Phnom Penh six years ago, it has been aninterna- 
tional pariah, able to seek help only from the 
Soviet Union and its allies. There are some signs 
of success, regional editor David Jenkins reports, 
butthe gains are likely to be only modest for some 
time to come. Meanwhile, Paul Quinn-Judge re- 


ports, an American team has found that human-rights abuses still con- 


tinue. Pages 25-31. 


Cover illustration by Morgan Chua. 





Page 14 

The Melanesian bid to disrupt 
elections in New Caledonia is only 
a partial success, but points to 
more trouble for the future. 


Page 15 

Hongkong's white paper on repre- 
sentative government shows 
some significant second thoughts. 


Page 16 
Indonesia’s Gen. Benny Murdani 
goes on tour to soothe Muslim 
feelings. 


Page 17 

There is a change of seat — anda 
change of attitude — in North- 
South Korea talks. 
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An unusually early attack by 
Vietnamese troops on the 
Khmer People's National Lib- 
eration Front guerilla camp of 
Nong Chan on the Tha. border 
once again has turned the 
thoughts of border-watchers 
in Bangkok to Hanoi's next 
dry-season offensive. 

The attack began with an 
artillery barrage on the night 
of 17 November, followed by 
more shelling the next morn- 
ing and a ground attack by an 
estimated 1,200 Vietnamese 
troops. By late afternoon 
on 19 November, Vietnamese 
troops were said to be oc- 
cupying more than half the 


camp. 
The fate of the Khmer civi- 
lians in the camp was not 
clear. Some reports said that 
some 20,000 civilians had 
sought shelter across the bor- 
der in Thailand; others main- 
tained that Chea Chhut, Nong 
Chan's military commander, 
had refused to allow them to 
flee in case they take refuge in 
camps controlled by his rivals. 
— РАШ. QUINN-JUDGE 





оста district 
Local officials have airlifted 
food supplies into the remote 
Kurima district of Indonesia's 
Irian Jaya province, where 231 
people are reported to have 
died of severe malnutrition 
and related disease due to food 
shortages. The district, where 
food shortages are an occa- 
sional occurrence, was espe- 
cially hard hit in the latest 
episode when swarms of in- 
sects devastated crops of 
sweet potato, the area’s major 
staple. — MANGGI HABIR 


Nakasone to visit Reagan 
at the new year 
Japanese Prime Minister 
Yasuhiro Nakasone will pay a 
brief working visit to the 
United States in early 
January, during which he will 
tell US President Ronald 
Reagan of Tokyo's concern 
about the booming US econ- 
omy. In particular, Nakasone 
is said to want to suggest ways 
of ensuring a "soft landing" 
for the economy. The Japanese 
Government feels that such 
suggestions Should be made 
before the inauguration of 
Reagan's second administra- 
tion. 

The meeting with Reagan 


10 
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| 
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will take place’ just after the | 
release ої ^ Japanese trade- 
liberalisation package which 
has been scheduied for mid- 
December. Although the 
package was originally in- 
tended to be aimed only at de- 
veloping nations, Nakasone 
has asked the Ministry of In- 
terhational Trade and Indus- 
try to insert into It some tariff 
concessions on goods exported 
to Japan by the US. 

Nakasone is expected to 
leave Tokyo: for California, 
where Reagan maintains-a 
home, on 2 January, probably 
returning on 5 January 

— CHARLES SMITH 


Mahathir wams of 
Muslim ‘snakes’ 


In one of his strongest assaults 





on the opposition Parti Eu | 


(Pas), Malaysian Prime Minis- | 
ter Datuk Seri Mahathir 
Mohamad on 18 November ac- 
cused Pas leaders of distorting 
Islamic . teachings and of 
wanting to retard the Malays’ 
economic progress. He was 


quoted as saying that leaders | 


of the Islamic fundamentalist 
party were “power crazy” and 
“snakes with forked tongues.” 
Mahathirs outburst äp- 
peared to be part of a general | 
stepping up of attacks on Pas 
by leaders of the United 
Malays National Organisation 
(Umno), leading party in the 
ruling National Front coali- 
tion. On 9 November, à gov- 
ernment white paper on Mus- 
lim extremism and the threat 
to national security slammed 
Pas for allegedly creating 
splits in the Malay communi- 
ty, and various Umno minis- 
ters have recently condemned 
Pas for “sowing confusion.” 


— RODNEY TASKER 
Seoul students occupy 
ruling-party offices 
Students from five of South 
Korea’s leading universities 
occupied a floor of the head- 
quarters of the ruling Demo- 
cratic Justice Party (DJP) de- 
manding that the current poli- 
tical ban on certain opposition 
figures be lifted and seeking a 
freer press and election and 
labour-law reforms. 

The fifth floor of the build- | 
ing was occupied for about 12 
hours. The authorities re- 
sponded with a large contin- 
gent of riot police, and DJP 
leaders refused to consider the 
students’ demands. Police ar- 
rested 264 students when théy 
were forcibly expelled from 
the building in the early hours 
of the morning. — PAUL ENSOR 
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China calls for second 
round of oil bidding 
China National Offshore Oil 
Corp. (CNOOC) has ап- 
nounced the second round of 
bidding for foreign oil com- 
panies. It will be conducted in 
mu! tiple phases, with the first 
phase for exploration to in- 
clude 13,300 Кт? in the east- 
ern part of the Ying Ge Hai 
Basin in the South China Sea. 
The arca. east of where Atlan- 
uc Richfield Co. made à large 
natural-gas discovery, ac- 
cording to one foreign oilman, 
is not especially attractive. 
Foreign oil companies in- 
terested in bidding must 
notify CNOOC by 15 De- 
cember to receive an informa- 
tion packet and then advise 
CNOOC by 31 January if they 
will purchase the geophysical 
and well data, the model con- 
tract and a copy of China's 
laws. An industry source said 
CNOOC told the foreign rep- 
resentatives that the esti- 
mated package cost would be 
a “five-digit” figure in United 
States currency. In the first 
round of bidding, 27 foreign 
oil companies were awarded 
contracts, but since drilling 
commenced in November 
1983, no commercially feasi- 
ble amounts of oil have been 
found in nearly 20 exploratory 
wells — NANCY LANGSTON 


Rubber traders fail to 
agree on new pact 

The International Natural 
Rubber Organisation (Inro) 
ended its council meeting in 
Kuala Lumpur with member 
countries still far from a new 
agreement to replace the cur- 
rent pact, which expires next 
year. The group's seven rubber 
producers want export quotas 
and cost-based pricing for- 
mulae in the agreement to 
shore up their flagging rubber 
earnings. The 26 rubber îm- 
porting countries want the 
pact unchanged, despite the 
backlog of 270,000 tonnes of 
buffer stocks left over from 
the 1982 slump in rubber 
prices. 

During the 1983 recovery, 
| prices. never stayed above 
Inro's "may-sell" levels long 
enough to run down the buffer 
stocks. The resulting backlog 


leaves Inro only another 
30.000 tonnes worth of in- 
tervention latitude in the 


current downturn before 
members would have to 
work out a lower reference 


price, under the present pact. 
A new agreement is to be of- 
ficially negotiated under the 
auspices of Unctad at a series 
of Geneva sessions starting in 





April. — LINCOLN KAYE 
Thailand reduces lending 
rates to farmers | 


Inan effort to exert downward 
pressure on interest rates to 
spur production and facilitate 
the forthcoming farm-com- 
modity export season, the 
Bank of Thailand (BoT — the 
central bank) has redueed the 
standard interest rate on loans 
to commercial banks by one 
percentage point to 12%. The 
prime rate at most major 
banks is 16.5% н 
Meanwhile, the BoT also 
lifted a ruling imposed in 





January which required ex- 
porters to sell their foreign- 
exchange receipts in advance 
to banks. The measure, de- 
signed partly to quash specu- 
lation on a baht parity change, 
has become irrelevant as the 
market has been flooded with 
US dollars following the 2 
November baht devaluation of 


nearly 15%. 

— PAISAL SRICHARATCHANYA 
Sing builder plans 
$$32.5 million issue 


Yet another Singapore build- 
ing contractor is offering new 
shares to the investing public. 
Lum Chang Holdings, with 
group assets of S$130 million 
(US$60.75 million) and a 
eo capital of S$32 mil- 
ion, plans to raise another 
$$32.5 million through the 
issue of 25 million shares at 
S$1.30 each. 

Turnover, averaging S$100 
million annually during the 
past three years, has earned 
the group pre-tax profits of 
nearly S$7 million in 1982 and 
1983 and more than S$17 mil- 
lion in 1981. The group report- 
edly has at least 8$500 million 
worth of deals in the pipeline, 
including two Mass Rapid 
Transit contracts, a hotel and 
a hospital in Singapore. It is 
bidding on jobs in East Malay- 
sia, Thailand and China. 
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Graphite, with the long-sought properties of both strength and lightness, 15 
revolutionizing aircraft manufacturing. Northrop Corporation was the 
first to apply graphite composites to high performance aircraft. 
Now, for the United States Air Force, Northrop is automating the manufacture of graphite 
composites. To raise aircraft performance, increase durability and reduce costs. 


NORTHROP 


Making advanced technology work 
1840 Century Park East, Los Angeles, CA USA 90067-2199 
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Twelve of 48 points in Europe 
all centering on the same hospitable 
focal point: Switzerland. 


Fortunately, Switzerland is situated 
precisely where any travel specialist 
looking for the best interests of 
Swissair passengers would have placed 


time to succumb to the temptations of 
our airports: jewellers and boutiques, 
souvenir shops and delicatessens, bars 
and restaurants, and the copious range 
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it without hesitation: at the heart of 
Europe. 

Swissair, for its part, wasn’t going to 
let matters rest there, but insisted on 
adding to this already ideal location a 
few more advantages for the traveller 
(including, of course, the long-estab- 
lished Swissair comfort in the First 
Class, Business Class, and Economy 
Class): for instance good connections 
to and from 48 cities in 24 European 
countries. And short connecting times 
in Zurich and Geneva, so that the small 
detour via Switzerland often actually 
helps you ‘save time. There is always 


VIENNA 


| TRANKFURT 


of goods in the tax-free shops. 

But the transit areas at Zurich and 
Geneva have other advantages too. At 
the information desks you can get 
advice in several languages. First Class 
passengers can relax in a comfortable 
lounge. And it’s only a short distance 
to your connecting flight. 

For Swissair, after all, everything 
revolves around one central objective: 
to make travelling as pleasant as pos- 
sible for you in every way. And that’s 


quite a point. 
© LS 
swissair 


29 NOVEMBER 1984 e FAR EASTERN ECONOMIC REVIEW 














Afghanistan’ S tundemen talit 
Muslim guerilla groups are under 
renewed pressure from tl eir 
Middle Eastern financial | 





The Saudi-financed, Mecca- 
. based World. Muslim League — a 
| major source of funds for the 
| mujahideen — has threatened to 
| cut off financial assistance to the 
. divided resistance groups if they 
|- continue to bicker publicly. 
Although two of the major 









ni and Hezb-i-Islami: led. 
y Burhanuddin Rabbani and | 
Gulbeddin Hekmatyar, . 


Saudi-spon ored alliance. 
seven funt mentalist 
organisations. 


BACK TO CAMBODIA 


In a move designed partly t 
support for Prince Noro 
Sihanouk and Son Sann; 






The Forei 
Pakistani charge d'affaires | 
alleged shooting in the border 
Soviet Tass newsagency said (li 


rw | 
Мо yay’ S Prime. Minister Kat il 
loch arrived on an official visit (1 8 Nov. ). 


A police commando was arrested for al- 


list groups — Јатіаї- 








lof their race, are un to join 
Nu of the 1a parties i in 
ү the National Front, | United 
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leged involvement in the murder of Indira | 


Gandhi (14 Nov.) Seven Sikh gunmen 
opened fire inside a bus, killing one pas- 
. senger and escaping with four Sikh pri- 
 Soners who were being taken to jail in 
. Punjab, United News of India said (15 
Nov.). One of Mrs Gandhi's assassins told 
investigators that the murder was fi- 
" nanced from abroad, confirming suspi- 
tions of a broad conspiracy, the Hindus- 
tan Times reported. India summoned 


home its ambassador to Pakistan follow- : 


ing accusations that Pakistan allowed 
Sikh separatists to assault an Indian offi- 
cial (16 Nov.). Investigators probing the 
assassination of Mrs Gandhi are seeking 


extradition of a Sikh former diplomat in. 


Norway who allegedly paid US$100,000 
to finance the murder, the Hindustan 
Times said (17 Nov.) Libyan leader 
Moammar Gaddafi financed a plot to kill 
Mrs Gandhi, Egypt's Middle East News 
. Agency said. Six people, including two 

policemen, were arrested in connection 


опе of the smaller Parnes] ino 


Malay, sian um tizens Y 


the anti-Vietnamese Democratic 
Kampuchea coalition, the United 


States Government has decided 
| S.i-to revert to.using the name 
to close ranks and stop aco 


Cambodia instead of. 
Kampuchea. In 1978, the State 
Department’s combined 
Vietnam, Laos and Cambodia 
(VL C) desk — nicknamed the 

"very lost causes" desk by some 
diplomats — was changed to the 
VLK desk. 


THAI BUDDHIST TIES 


A faction of the Gerakan party- — 
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| Malaysia's S. 





because 
















Foreign Minister Shintave Abe an- 
nounced during a visit to Ethiopia that 
Japan would pledge an additional US$50 
million in aid to African nations (19 Nov.). 


The youth wing of the United Malays 
National Or ganisation demanded the res- 
ignation of the entire board of Bank 
Bumiputra (14 Nóv.). Sultan Mahmood Is- 
kander of Johor was installed as the 
eighth king of Malaysia (15 Nov). 


PACIFIC 

At least 13 Melanesians were reportedly 
arrested, three people injured and two 
town halls burned as Melanesians seeking 
independence tried to disrupt elec lors 


for a territorial assembly in New 
Caledonia (18 Nov.) The Solomons. fs- 
lands parliament elected opposition 


leader Sir Peter Kenilorea as prime minis- 
ter following an inconclusive general elec- 
tion (19 Nov.). About 300 armed Kanak 
separatists withdrew from a New 
Caledonia gendarmerie post after B 
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Cesar Climaco, the opposition mayer. 
Zamboanga City was shot dead by afi 
known gunman, police said (14 Nov. 































being considered for President Fere 
Marcos, according to à former in 
tion minister (19 Nov. ji Marcos issue 
statement saying: “I am in good. hea 
and discharging [my] duties." A task forci 
investigating Climaco's murder said à 


suspect had been arrested (20 Now). 


Seoul and Pyongvang held a first round 
of unprecedented government-to-povern- 
ment trade talks at the Panmuniom bor- 
der village (15 Nov). Senior members of | 
the Japan Socialist Party met South Eo- © 
rean politicians (20 Nov.) 


SRIL .ANK 

ps shot dead seven suspected Tamil 
e in a gunbattle in Jaffna, news- 
papers reported (19 Nov.) At least 16 
policemen were killed when separatist 
guerillas attacked a police station in 
Ја па, police said (20 Nov.) 
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y Hamish McDonald in Noumea 


rench authorities now have a dif- 
ficult task in reconciling the 
racial communities in New 
ledonia after elections that further 
iolarised political forces in the Pacific 
erritory. 
The majority of indigenous Melane- 
ians, or Kanaks, boycotted the voting 
| the direction of militants demand- | 
independence from France on their 
yn terms, while the European “col- 
iS" and other immigrants voted heav- 
for diehard believers in continuing 
n outpost of France. 
lelanesians began a campaign of 
ption several days before the 
tions оп 18 November for a new. 
rritorial assembly with powers of in- 
rnal government. __ 
In the small west coast town of Poya, 
out 80 young Kanaks occupied the 
yorth-south highway on election day, 
arassing but not attempting to hurt 
ny passing Europeans. Twice, they at- 
empted to break through a cordon of 
iot-equipped gendarmes protecting a 
є erted. town hall where the local. 
iyor had failed to appear to open the - 
olling station. Further north, arm- 
'ured cars of the. gendarmerie guarded 
ipproaches to the township of Kone. 
. Similar scenes occurred across the 
unterland of the main island and the 
jutlying Loyalty Islands, the rural 
ireas where about 85% of the Kanaks 
ve in traditional near-subsistence 
yleon reserved lands. 
 Oneofthe fundamental problems for 
New Caledonia is the fact that the in- 
igenous population of about 64,000 
kanaks is outnumbered by the combi- 
iation of Europeans and other settlers | 
\sians and Polynesians. The French 
overnment of President Francois 
itterrand had hoped that the present 
lections would lead peacefully to- 
vards a referendum on full indepen- | 
lence in 1989. 
The divergent result was an embar- 
‘assing one for the French. They had 
early hoped that Kanaks would not 
ed the boycott called by the Kanak 
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In the southern voting district, con- 
.taining Noumea, a European centre, 
the turnout was a comparatively heavy 
68%. The RPCR gained 72% of the vote - 
to win 16 of the district’s 17 seats while 
the other seat went to the extreme 
rightwing National Front. 
In the west-coast district, subject to 
many pockets of FLNKS activity, the 
voting rate was down to 48%, with the 
RPCR getting 75% of the vote and 
eight of the nine seats, and a moderate 
European-based party, the Union pour 


up the last seat. On the east coast, par- 
ticipation was down to a mere 19%, 
апа in the Loyalty Islands to 21%, 
The main hope of the French in at- 
tracting a Kanak voter turnout had 
been a party called Liberation Kanak 
Socialiste (LKS) which split from an 
alliance with. the four splinter groups 
forming the FLNKS earlier this year 





REVIEW MAP by Frank Tam 


and remained а participant in the 
French process towards self-determi- 
nation. | 

The LKS did not perform well 


enough to win any seats in the south or 





west. But in the east it won two seats, 
the other seven going to the RPCR. And 
in the Loyalties (wherethe LKS leader, 
Nidoish Naisseline, is a traditional 
chief on Mare island) it gained four of 
the six seats, again with the RPCR get- 
ting the balance. 

Overall, the turnout came to slightly 
above 50%, a sharp drop from the 74% 


registered in the previous assembly 


elections in 1979. 
The FLNKS claimed a victory for its 


boycott and has begun preparations 


for the next stage of its programme — 
selection of its own “provisional gov- 
ernment” on 1 December and a uni- 
lateral declaration of independence 
shortly after fora state based on prefe- 





la Liberté dans l'Ordre (ULO) picking. 
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dents, to be called Kanaky. "We are not 
going to take part in any more elec- 
tions," said one front spokesman. 

Lafleur, on the other hand, declared. 
the “real” turnout was close to 60% if 
areas subject to disruption were 
excluded from the count. Asked if he . 
saw any possibility of talking with. 
FLNKS, Lafleur replied: “Under no 
circumstances. We are not going to 
negotiate with terrorists." As for any 
movement in the RPCR towards ac- 
cepting some form of independence, 


` Lafleur said: "Absolutely not." © 


For the French authorities the out- 
come of the election seemed to end 
three years of effort by the Mitterrand 
government to break down inter-com- 
munal suspicions in the territory. This 

had begun in June 1982 when the then 
French high commissioner of New 
Caledonia, Christian Nucci, broke the 
RPCR grip on the old assembly by en- 
gineering the defection of the moder- 
ate European-based group Federation 
pour une Nouvelle Société 
Caledonienne (FNSC) from the RPCR- 
led territorial cabinet. 

"This party then joined the five. inde- 
pendence groups to form a new cabinet 
under their elder statesman, Jean- 
Marie Tjibao. But with Lafleur's party 
now holding 34 of the 42 seats in the 
new assembly, as against 15 of the36 in 
the old, and the FNSC (which later be- 
came the ULO) down to only one seat, 
this strategy has been well and truly 
reversed. 

In Paris, French Minister for Over- 
seas Territories Georges. Lemoine has 
made it clear the government will not 
try to repeat the election in any dis- 
rupted areas and will recognise the 
present result. 


NE rench High Commissioner Jac-, 
в ques Roynette said in Noumea 
that authorities had achieved 
their objective of maximising the turn- 
out among those wishing to vote, of 
"keeping the doors open” and avoiding 
any danger to life and limb. The 
FLNKS had demonstrated a following 
of only 15-20% among New Caledonian 
voters through the boycott, he said. 
Asked whether the French would 
continue their strategy of encouraging | 
dialogue between moderate elements; 
of both sides, Ro} T ette x ape thatei 








rential franchise for long-term resi- | redi 
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position j party ‘setting. upa ‘shadow 
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. anothe bing" 
‘< Roynette has been widely criticised 
i imong European settlers for being soft 

m Kanak violence. Only about 30 ar- 
; were made on election day and 
‘the violent night that followed on the 








west coast, and oi fficials seemed reluc- 





tant t push Charges against any ex- 
cept five mayors and other elected offi- 
cials who deliberately neglected their 
duties to manage ele ‘tion activities. 


However, the locally based force of- 


650 gendarmes remains reinforced by 
about 400 men flown in from metro- 
.politan France. They would stay "as 
long as it takes," Roynette said. Offi- 
‘cial sources said 300 special anti-riot 
i police of the tough CRS force had been 

7 0 | return. to hib on. 21 








crediting | the i new TS ad^ win- 
ning recognition for itself from states 
in the region such as Vanuatu and 
| Papua New Guinea. The front must be 


aware of disenchantment in France. 


` with Mitterrand and the possibility of 
conservatives regaining a majority in 
national assembly elections late next 
year. Such a majority would hardly be 
sympathetic to the idea of indepen- 


dence under a group that has flirted 


. with Libyan assistance, as FLNKS has 
done. One of the first cables of con- 
: gratulation for Lafleur and the RPCR 
came from former French president 
Giscard d'Estaing, now. back in the 
parliament. d 


Lemoine is dp? hoping that 


Kanak activity will die down and that 
а dialogue can be re-opened on the op- 

tions to be put in the referendum five 
“years hence. However, another calcu- 
lation will be regional reaction to the 
new turn of events. The South Pacific 
- Forum has already urged that the ref- 
` erendum be brought forward to 1986. 

Shoüld the parties in New Caledonia 
. continue to diverge, or the “colons” 
_ Start to fight back against the Kanak 
front, regional governments will obvi- 
ously be more inclined to feel France is 
osing control of the situation. п 
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In just three months the go vernment has hac 
thoughts on representative government leac ir | 


: By Emily Lau in Hongkong 


he Hongkong Government. has 


published a white paper on repre- 
sentative government reforms which 
leaves power firmly in the hands of top 
government officials and gives no indi- 
cation of how political reforms will 
proceed beyond next year in the run- 
up to Britain handing over soverei gnty 
to China in 1997. 

Direct t elections to chive govern- 
ment bodies in 1985 have been ruled 
out. In July, the government published 
a preliminary green paper outlining 
reform proposals, but several of these 
have now been drastically revised. The 
number of indirectly elected seats to 
the Legislative Council (Legco) has 
been doubled, and the date for the 
review of the whole system has been 
moved forward from the proposed 
1989 to 1987. | 

Gover nment sources od si gni пен! 
proposals beratise the government was 
responsive to public opinion. An alter- 
native explanation, some feel, is that 
the green paper was hastily put to- 
gether in six months, hence many of 


| d eid proposals were not well thought 
ош. Since publication, it is added, the 


government has recognised many glar- 


ing errors and is thus morethan willing 


to make changes. 


The white: paper, published onî 21 


November, outlines drastic changes in 


the methods by which future unofficial 
(non-civil servant). members of Legco 
will be selected, but leaves the merely 


advisory role of Legco completely un- 
changed. Although the white paper 


Claims ^"tosset. out. the next stage of 


development of repr esentati ive govern- 
ment at the central level" 


position of the Zxecutive Coun 
(Exco), the highest polieyma king body 
іп Hongkong. _ 

Significantly, for such an important 
document, there is no indication of 


how political reforms will develop 


beyond 1985. The 17-page white paper 
only outlines. changes for the coming 
18months. . 

Unlike the publication of the green 
paper in July, which was done without 
prior consultatión with China, an ad- 
vance copy of the white paper was 
given to Peking “out of courtesy.” The 
government. als pointed out in the 
white paper that it “has recognised the 


need to keep in mind the provisions of. 
the draft agreement on the future of 
Hongkong, and the plans have been 
framed accordingly." par | 
| However, Chihese sources said Pe- | 







tproposes 
no change to the functions and com- 






"Urban Council, 


seat. 






king is still unhappy at t 
Hongkong Government has, 
eyes, rushed through the g 
white papers. They feel the 
ment is trving to get an ear 
the politica? changes teadin, 
administration which will es 
considerable autonomy over 
kong after China regains soveri 
The Chinese are understood to fe 
any political reforms should 
posed after the signing of 
tish joint declaration, which 1 is sd e 
take place in December. | 
Anything looking woe 
tive strike" is bound toa 
cion. But Hongko Mar 
sources said they d 
adopt a wait- and-se 
changes are implet 
manner, without- 
and stability, they will 
Peking. | m 
The July green paper proposed 
12 unofficials should be i : 
elected to a 48-person Legco. Of ti 
12, six would have been selected y 
electoral college consisting. of | 
the new Regior al 
Council and the district board: 
Another six would have been selectec 
from functional constituencies repre- 
senting economic and professional see- 
tors, 








he white paper has doubled the 
number to be indirectly elected to 
24. The electoral college wi ill elect 12 of 
those 24 members, instead of six. Te 
prevent any interest group from bel 
too dominant, the white paper says, tl 
electoral college will be divided into 10 
geographical constituencies, each rep- 
resenting roughly 500,000 people. 
Each constituency will return one une 
official to Legco. The Urban Counc 
and the Regional Council will ea 
have one seat. 
The number of functional cc msti 
tuency representatives has also bee 
doubled to 12. coming from nine 
constituencies. In deference to the 
business community, commercial, in« 
dustrial and financial sectors will ha 
five seats. In sharp contrast, labou 
unions will have only two. Soe 
workers, doctors, teachers, lawvers | 
and engineers wil each have onè | 


The overall size of Legco yee alsa Ё 
increased from 44 to 56, 
pointed unofficials reduced ta 2 
29. The number of government o 
cials will also be reduced from 15 to 1i 
What this boils down to is that the new 


15 





хрепѕеѕ. | 
rospective candidates will not be pre- 
ей from standing for election for 
inancial reasons. | 

On direct elections, the white paper 
ys there was Httle support for any 
уе towards direct elections in 1985. 
he bulk of public response "suggested 
cautious approach with a gradual 


umber of directly elected members in 
988 and building up to a significant 
umber of directly elected members by 
997." 

Proposals for a fully elected Legco 
еге in a minority, the white paper 
aid. However, despite support for di- 

ect elections to Legco in 1988, the 
rhite paper refuses to commit govern- 
yent to such a policy, Instead it only 
omises to review the situation in 
87, two vears earlier than was pro- 
sed in the green paper. 

However, the biggest headache will 
bably come from the functional 





rangements for the elections have 
kA be wor ked О ut: Ww en tri ade or nee 


5 tion or e ar seniority. ‘Ttis 
doubtful whether these represen- 
ves will be able to set aside their 
interests and debate policies 
the per spective of the entire terri- 


Besides problems with functional 
onstituencies and the lack of commit- 
ient for direct elections, another 
зајог area of concern is the reluct ance 
to share power with the people. The 
green paper proposed the majority of 
o unofficials should be Progr es- 
sly replaced by members elected by 
gco unofficials. Due to lack of public 
comments, the white paper savs, no 
changes w 1 be made to Exco in 1985. 
Despite reservations, the white 
paper has outlined drastic changes to 
e composition of Legco which should 
аке it more representative апа re- 
sive. “H has created opportunities 
ome people who otherwise would 
be able to enter Legco," ‘said Nel- 
\ senio social work lecturer 

















educta oie as уе а ав paymer i " 
" This would alsoensure that _ 


tart by introducing a very small 


nstituencies. The white paper says. 





































By Guy Sacerdoti in Manila 


g Armed forbes chief Gen: ‘Benny Murdani speaks to Islamic. leaders. 


throughout Java to help ease tension with the government - 


By Susumu Awanohara in Jakarta 
Wire the space of a week, com- 
mander of the armed forces Gen. 
Benny Murdani made three separate 
trips in Java to meet thousands of 
ulamas, or Islamic scholars, assuring 
them that the government and the 
Armed Forces of the Republic of In- 
donesia (Abri) would never restrict 
legitimate religious activities. This 
conciliatory move was considered 
necessary after the 
jungpriok incident in September, in 
which Muslim rioters clashed with 
police and troops. | 
Abri has a long tradition of running 
reconciliation campaigns whenever its 
relations with Muslims become severe- 


ly strained. The campaigns are based. 


on the conviction, stated in a 1978 Abri 
document, that Islamic scriptures in 
principle teach Indonesian Muslims to 
be loyal to the government in power 
and that violence is to be used only 
when the Muslim community feels it is 
belittled or threatened. 

This time round the campaign was 
started soon after the Tanjungpriok in- 
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Rumours of the president's 
death bring into focus 
the mechanics of succession 


W idespread and conflicting 
Wrumours about the health of 
Philippine President Ferdinand Mar- 
cos have heightened once again con- 


cern over the issue of succession. Less 


than two weeks after he told his rul- 
ing Kilusang Bagong Lipunan (KBL) 
party on 5 November that he was fit 
and ready to run for the presidency 
again in 1987, Marcos abruptly cancel- 
led an announced trip: to typhoon-hit 
areas in the south and disappeared 
from public view. 

The rumours came fast and furious. 
Some said he was in Houston, Texas, 
undergoing open-heart surgery. 
Others had him receiving a kidney 
transplant. Still others said his heart 
had stopped during exploratory 


surgery, that he had had a stroke, Or 


that he had simply died. 


bloody Tan- 





‚м Aren arerin martyrs ттан А-та ае а н ннер a рвала. 


not constrained but Soules as 


cident, more or less spontaneously, by . 
some Abri officers who are themselves 
devout Muslims. Notable among them 
have been:the Jakarta garrison com- 
mander, Maj.-Gen. Try Sutrisno, and 
northern Sumatra commander Brig.- 
Gen. Nana Narundana. These officers . 
have diligently visited mosques to give 
lectures and mix with local congrega- 
tions, emphasising that Abri is not 
against Islam. | 

Murdani, who is a Roman Catholic, 
personally joined the reconciliation 
campaign in November, organising his. 
visits to East, Central and West Java. 
with the help of Islamic leaders accom- 
modating to the government — par- 
ticularly those. from the powerful 
traditionalist group, the Nahdatul 
Ulama (NU). 

His messages in the three provinces 
were essentially the same: though In- . 
donesia is not a religious state, under | 
the state ideology Pancasila, fostering 
religion. is one of the government's : 
vital tasks, and religious activities are 


` On 20 November, Marcos sided a 
statement condemning the rumours. 
Paraphrasing Mark Twain he said: 
"The report of my death is an exaggera- 
tion." The presidential statement said 
that “we should not dignify these 
rumours in any way, but just let me say 
to our people that I am in good health 


and.I am fully discharging the duties 


and responsibilities. they have gener- 


ously reposed in me." The president 


did not appear at the time the state- 
ment was issued nor did he deny that 
he had undergone surgery. | 
Three cabinet ministers told the 
REVIEW that Marcos did indeed under- - 
go surgery late in the week beginning 


.12 November — about the time the 


rumours started passing round Manila. _ 
The precise date and purpose of the op- 
eration varied in their accounts, but all 
agreed it was probably exploratory in 
nature, that it was successful and that 
Marcos would r eappear at Malacanang | 
Palace sometime in the. week of 19 


November. 


: tion on n contingency р plans. An opposi- 


Whatever else franspires, the illness 
rumours proved that at such times the 
Marcos government without him was 
barely functional and raised again the 
question of à transfer of power in the _ 
case of his death or incapacity. : 

Even before Marcos’ illness was con- 
firmed, there had been wide specula- 

















The ultimate 
balancing act. 


At the Rolex International Three- 
Day Event in Kentucky, horses and 
riders come from all over the world. 
Not to vie against each other, but 
against a rigorous ideal. 

Dressage оп Day One is a calm and 
controlled demonstration of physique 
and ability, and responsiveness of the 
horse to its rider. 

Cross Country on Day Two is a 
gruelling test of speed and endurance. 

The Show Jumping phase on Day 
Three is the final proof of the patiently 
earned relationship between horse 
and rider. Rather like a Rolex watch 
and its owner. 

It’s rewarding to see someone doing 
something uncommonly well. Which 
is why the élite—horses, riders and 
Rolex—are seen every W 
year in Kentucky at the 
Three-Day Event. ROLEX 


of Geneva 


Right: Lady-Datejust and the Day-Date Oyster Perpetual 
Chronometers. Both in 18ct. gold with matching President 
bracelets. 

Photographs of Mrs. Green, World Champion (Luhmiihlen) 
1982, by permission of the British Equestrian Federation. 
The other amateur riders appearing in this advertisement do 
so with the consent of and for the benefit of the United States 
Equestrian Team. 
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Driving an international business enterprise 
along the road to success requires the 
services of a bank skilled in cross-country 


financing. 
HongkongBank is such a bank. 


In more than a century of financing 
business ventures around the world, we ve 
experienced most of the likely constraints 
This experience enables us to set you! 
business on the right track — and keep i! 
there. And not just in the Far East, but 
anywhere in the 55 countries where we 
operate our network of more than 1,000 
E offices. 


—_— s A Having blazed the trail for so many 
| we E "Тр | T 
FL 17 к BUNC. international businesses, we are well 
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E qualified to put you in the driver's seat 
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HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * The British Bank of the Middle Eas! 
Hang Seng Bank Limited * Wardlev Limited 
Wardlev London Limited 


Fast decisions. Worldwide. 
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Hewlett 


"At Oak the HP 3000 has 


helped us double our inventory 
turnover rate and reduce 


information retrieval time from 
one week to 10 minutes” 





“We set up our Data Processing 
Management System with the HP 3000 in 
1982, and the system is now applied to 
inventory management, accounting and 
finance, production control, marketing 
planning, personnel and payments 
systems, and policy analysis.” 


Based in Taiwan with manufacturing 
plants in six Asian countries, Oak 
Industries’ Pacific Region Operations is a 
major world supplier of parts for Cable 
TV, PC Boards and other electronic 
products. 


Huang Jen-chung, Executive in charge of 
the Pacific Region said: "We chose HP 
because of very favourable experience 
with HP products in Production Control 
and Research and Development. Both 
hardware and software designs were 
ideally suited to our applications." 


"Among other things, it has enabled the 
management to obtain full market updates 
at any time for price adjustments, and 
production costs have been reduced by 
about 10 percent over last year's." 


"We continue to be impressed by the 
reliability of the hardware and the 
efficiency of the HP customer support 
team. The company will rely heavily on 
HP as its working partner in our future 
progress and growth." 


You should consider a working partnership with HP. Now. 


Call or write to your local office. 


AUSTRALIA INDIA 

Melbourne, Victoria Office Blue Star Ltd. 

Hewlett-Packard Australia Pty. Ltd. BOMBAY 400 025. Tel: 4226155 
BLACKBURN, Victoria 3130. INDONESIA 

Tel: 89-6351 BERCA Indonesia Р.Т. 

HONG KONG JAKARTA. Tel: 373009 


Hewlett-Packard Hong Kong Ltd. 
HONG KONG. Tel: (5) 8323211 


JAPAN 
Yokogawa-Hewlett-Packard Ltd. 
Suginami-Ku TOKYO 168. Tel: (03) 331-6111 


KOREA 


Samsung Electronics 
SEOUL. Tel: 555-7555, 555-5447 


MALAYSIA 
Hewlett-Packard Sales (Malaysia) Sdn. Bhd. 
KUALA LUMPUR. Tel: (03) 943022 
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“At Varta Pte Ltd in 
Singapore, the HP computer 
systems speed up our testing 
process by 10-fold.” 


“One of the two HP 1000 systems we 
use handles automatic testing of nickel 
cadmium batteries and has been in- 
creasing the testing rate tremendously, 
thus saving us considerable cost.” 





Varta is one of the world’s largest 
suppliers of batteries. Its products 
range from minute consumer batteries 
to huge industrial ones. 


Mr Helmut F. Glaser, Technical 
Manager for Varta Singapore, says, 
“We also use the HP 1000 to maintain 
our worldwide battery industry 
information file, which enables us to 
assess research needs, project sales and 
compare performance. Easy access to 
this information is definitely 
invaluable. 


“With this file on line, we can generate 
comparison reports for management 
meetings in hours instead of days, as 
before. And simple reports only take 
minutes. 


“HP was the only vendor offering a 
total solution to our needs. The 
availability of professional support 
service and the reliability of the 
hardware were reasons for choosing 
HP. In fact, we're so impressed with 
the product delivered that we would 
recommend it." 
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Phnom Penh struggles to rebuild a shattered nation 


The long road back 


By David Jenkins in Phnom Penh 

n late September, not long before 
i the university and technical colleges 

in the Soviet Union and Eastern 
Europe began their new academic 
year, the conditions at Phnom Penh's 
Pochentong Airport grew more chaotic 
and overcrowded than usual each time 
the twice-weekly Aeroflot flight came 
through from Hanoi. 

Everywhere one looked, there were 
Khmer youths, ill at ease in heavy 
Western-style suits, their shirt collars 


several sizes too large, ties askew, 
sweating profusely as they waited with 





their luggage in the dark and squalid 
departure lounge. Outside on the tar- 
mac was the blue and white I162 which 
was to take them through to Moscow, 
where some were to connect with other 
transport for the onward journey to 
Prague, East Berlin or Budapest. Lin- 
ing the fences outside the airport were 
their families and friends, who may not 
see the departees for as long as six or 
seven years. 

Six years after the overthrow of the 
Pol Pot regime, which stands accused 
of murdering between 400,000 and 3.3 
million of Cambodia's 7 million citi- 
zens, the Vietnamese-installed Heng 
Samrin government is continuing the 
painfully slow process of rebuild- 
ing Cambodian society. Among its 
priorities is the creation of a new edu- 
cated elite, so many members of the 
former professional and managerial 
elite having been exterminated during 
the Pol Pot years. More than 2,000 such 
students already are studying abroad 
in the Soviet Union, Eastern Europe, 
Vietnam and Cuba, and the first 
graduates should be returning in the 
next year or two. 

This process of regeneration is not 
being carried out in a vacuum. For one 
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thing, Cambodia is still occupied by a 
force of 160-180,000 Vietnamese 
troops, some of whom are engaged in 
routine garrison duties, but most of 
whom form a defensive shield in the 
north and northwest of the country 


‚ where they are attempting to block the 
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‚ penetration of 40-50,000 anti-govern- 


ment guerillas — 30,000 of them be- 
lieved to be still under the direct com- 
mand of Pol Pot. For another, Heng 
Samrin and his government are seek- 


| ing to rebuild their shattered country 


with the recognition and help of only 
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Cambodian students Eastern Europe bound; 
children in Phnom Penh: regeneration. 


about two dozen of the world’s 169 na- 
tions. 

Not surprisingly, much outside at- 
tention has focused on those two as- 
pects of the Cambodia problem. How- 
ever, Heng Samrin's attempts to estab- 
lish a viable People's Republic of Kam- 
puchea (PRK) behind the Vietnamese 
shield is at least of equal interest. 

It is almost six years since the Viet- 








namese, responding to the repeated 
provocations of the Pol Pot govern- 
ment, invaded Cambodia and installed 
Heng Samrin in Phnom Penh. The 
country they so effortlessly overran 

but which they have failed so far to 
subdue — had been devastated first by 
five years of civil war and foreign in- 
tervention, then by four years of rule 
by Pol Pot. During the latter period, an 
enraged poor peasantry not only 
wreaked its vengeance on its class 


| enemies but embarked 










on policies 


. 
4 


———M 


LT 
Е 
Y t 


b 


so radical in concept, so brutal in 
execution, that they succeeded in 
destroying much of what remained of 


the fabric of Cambodian societv 


ambodia had had three radically 





£ different forms of government 
in less than a decade royalist, 
republican and communist and 


Heng Samrin, an Eastern Zone leader 
who had broken with Pol Pot at the 


| time of the latter's murderous purge of 


Eastern Zone leaders in 1978, faced the 

daunting task of rebuilding a country 

from ruin. 
Government 


administration had 


| ground to a halt. There were no port, 


rail, road or postal services, no bank- 
ing system, not even a money economy 
There was no piped water and virtually 


| no electricity. In 1980, the Agriculture 


Ministry could muster only 200 techni- 
cians, down from 1,600 five years ear- 
lier. Most of the hospitals outside the 
two largest towns had been destroyed 
during the 1970-75 war, and half of the 
200-250 doctors in practice in 1975 had 
either been killed by the Pol Pot forces 
or had died as a result of the conditions 
imposed by his regime. Of the 100-125 
still alive in 1979, 50-65 were to join 
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likewise perished, many falling victim 
to the systematic executions which re- 
sulted in tens of thousands of deaths 
during the Pol Pot time. Ordinary peo- 
ple, particularly those of an urban 
background, who had been uprooted 
from the towns and cities, were stun- 


— — ned by the traumas of the Pol Pot years. 


Today, the regime can claim some 
modest accomplishments. There is a 
government where once there was no- 
thing and it functions with varying de- 
_ grees of competence. It attempts — and 
to some extent succeeds — in providing 
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| teachers, бытын эы "administrators 
. and, above all, officers in the army of 

| former president Lon Nol — had 





least in Phnom Penh, where the popu- 
lation now stands at perhaps 500,000 
— not far off its pre-1970 level. 

Shops and restaurants have opened, 
and whole concourses of the urbanised 
poor are squatting in the rundown vil- 
las and apartment blocks of former 
city dwellers who have either died or 
fled abroad. There are traffic lights at 
one or two intersections, with police- 
men directing a constant flow of cyclos 
(pedi-cabs), bicycles and Jeeps at 
others. There are four private markets, 
well-swept and sprawling, where it is 
possible to buy everything from tooth- 
paste and batteries to children's 


` Destructive elements 





t has been another bad year for ag- 

riculture in Cambodia. As is so often 
the case, the country’s rice output has 
been hit by natural disasters, with 
severe flooding in the southeast and 
drought in the northwest. As a result, 
expectations of a good harvest have 
had to be drastically revised. 

The target this year was to have 1.7 
million ha under cultivation during the 
May-November wet and 
150,000 ha during 
the dry season. But 
` by September, more 
than one-third of 
the 750,000 ha 
planted had been 
lost — 217,000 ha to 
floods and 47,000 
ha to drought, with 
nearly 260,000 ad- 
ditional ha affect- 
ed by drought. 
Another 66,000 ha 
of non-rice food 
crops — including 
corn, beans, pea- 
nuts and potatoes 
— had also been 
destroyed. 

With luck, Agriculture Minister 
Kong Sam Ol said in an interview, 
Cambodia may be able to end the wet 
season with a normal yield on perhaps 
850,000 ha — barely half the 1.7 mil- 
lion ha target. This would yield about 
900,000 tonnes of wet-season paddy. 
With 200,000 tonnes of dry-season 
paddy already harvested, the country 
would have a total yield of 1.1 million 
tonnes. This would mean 660,000 ton- 
nes of milled rice, it being customary to 
lop off 40% to take account of provi- 
sion for the coming year's seeding and 
normal milling losses. 

With the population officially esti- 
mated at 7.2 million and average rice 


season 


decimate the harvest 


requirements put at 14 kg a month per 
person, Cambodia says it will thus be 
more than 500,000 tonnes short of the 
1.2 million tonnes of milled rice it 
needs to feed itself. (The Food and Ag- 
riculture Organisation, which works 
on the basis of a 12-kg emergency ra- 
tion, comes up with a figure somewhat 
lower than this.) As a result, the coun- 
try will only have enough rice to cover 
its needs for seven out of 12 months. a 





New agricultural equipment 
Kong Sam Ol: only modest gains. 


An air of normalcy has returned, not 
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Schools have reopened — more than 
1.6 million children are in primary 


school and another 80,000 at second- 


ary school — and the rudimentary 
textbooks which have been printed on 
basic geography and anatomy are in- 
terspersed with crudely illustrated ac- 
counts of the horrors inflicted on the 
populace by Pol Pot. 

Phnom Penh University's medical 
faculty, its library miraculously intact, 
reopened its doors in January 1980 and 
already has turned out 270 doctors, 170 
pharmacists and 13 dentists. Another 
150 medical students are at various 
stages of a full seven-year course, and 


fairly disturbing prospect to govern- 
ment planners, who point out that it 
was only possible to cover 10 months' 
needs this year. Last month, Kong Sam 
Ol called for urgent humanitarian aid 
to cover this shortfall. 

Prior to the outbreak of war in 1970, 
Cambodia was a rice-exporting na- 
tion, though rice yields per hectare 
were among the lowest in Asia. At that 
time, the country was able to offset the 
effects of an occasional bad harvest by 
purchasing additional food abroad. 
Today the country Las virtually no 
money for this or any other purposes, 
and the international aid which helped 
tide Cambodia over its worst food 
shortages in the 1980-83 period is 
rapidly drying up. 
In former times too, 
people who had 
been eating nor- 
mally for many 
years had some 
nutritional residue 
on which they 
could draw in lean 
periods. In the 
post-Pol Pot pe- 


riod, these  re- 
serves are all but 
exhausted. 


"After Pol Pot, 
people ate 1 kg a 
day," said Kong 
Sam Ol. "It was 
necessary because 
you had been starving for so many 
years." Today, the diet, at least in 
theory, is a lot thinner. Manual labour- 
ers get 21 kg of ricea month, farmers get 
18-21 and office workers and cabinet 
ministers 14 kg. Farmers, however, can 
supplement their diet by not declaring 
their entire production, by raising pigs, 
chickens and fish and by foraging for 
additional food in the jungle areas ad- 
joining their farms. 


Fo those in urban areas, who once 
again account for much more than 
10% of the population, malnutrition is 
still a problem, particularly for child- 
ren under 16. Many of the vitamins are 
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30 students are studying m 
Vietnam, East Germany, the Soviet 
Union, Cuba, Bulgaria and France. 

The country's largest cigarette fac- 
tory is back in business, aiming at a 


target of 55 million packets this year 





and paying in gold for the filtertips it | 


buys in bulk from Thai merchants at 
Koh Kong on the Thai border. Trains, 
though occasionally subject to ambush 
by the Khmer Rouge guerillas, run 
more or less regularly to Battambang, 
Pursat and to the port of Kompong 
Som, which has been put back into 
operation with the aid of Soviet tech- 
nicians. 

However, the semblance of normalcy 


lost when rice is milled and the coun- 
try's fish catch, traditionally the major 









tentativi n Penh's re- 
covery, a sense of undefined menace in 
the air. A visitor comes away with the 
distinct impression that the city could 
again be emptied by nightfall, as it was 
in 1975, if someone stood up and waved 
a gun and ordered everyone to leave. 

The people are dispirited and dis- 
trustful, not in any hurry to give their 
loyalty to the regime. “Three years ago 
the people were bouncing back," said 
an aid worker. "Now they have lost 
their drive. And they are very cynical 
about politics." The emphasis today is 
on rebuilding families and communi- 
ties, not on rushing to throw support 
behind the latest exhortations of the 
latest government. 
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schoolteachers, and putting aside some 
of the crop as seed, these bodies 


source of protein, is wellbelow pre-war | distribute the remainder to the work- 


levels. 

In former times, Cambodians caught 
150-200,000 tonnes of fish — both 
fresh water and salt water — a year. 
Today the catch is a mere 45,000 ton- 
nes, partly because of a shortage of 
fishing equipment and partly because 
of difficulties preserving the catch. 
Very little fish is caught in the sea and 
fresh water fish, which are only caught 
for two or three months a year, are dif- 
ficult to preserve for more than a few 
months. Production may increase, 
however, now that Vietnamese profes- 
sional fishermen are returning to the 
areas they fished 
on the Great Lake 
prior to the anti- 
Vietnamese pog- 
roms of 1970, 
which forced them 
to flee the country. 

In theory, all 
farmland in Cam- 
bodia belongs to 
the state, private 
ownership having 
been abolished. 
However, coopera- 
tives as such no 
longer exist. When 
Princé Norodom 
Sihanouk was head 
of state, People's 
Republic of Kampuchea officials 
claim, cooperatives were places where 
the rich could exploit the poor. When 
Pol Pot ruled, it is said, the word 
cooperative was used but in reality a 
cooperative was no more than a place 
where people were gathered together 
to be killed. 

In place of cooperatives there are 
102,000 “solidarity groups,” each 
bringing together 10-15 families. Ac- 
cording to the government, about 10- 
15% of the solidarity groups work col- 
lectively and distribute their output 
“democratically.” After making provi- 
sion for the very young and the very old 
and others, such as village nurses and 
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ers on the basis of their work inputs. 

One reason the solidarity group sys- 
tem was favoured, it is said, is that 
there were insufficient draught ani- 
mals and farm tools. Another reason is 
that the system provides a way to help 
care fortheunusually large numbers of 
women and children; in the wake of the 
mass killing that took place under Pol 
Pot, women are said to account for 63- 
65% of the Cambodian population, 
large numbers of them having depen- 
dent children. 

In practice, cooperativisation — by 
whatever name — seems more hon- 
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A text-book view of the Pol Pot years; 
harvest worker: solidarity groups. 
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be a lingering suspicion that the new 
rulers might, in time, prove just as vi- 
cious as the Pol Pot officials they dis- 
placed, the point frequently being 
made that Pol Pot did not really resort 
to the worst excesses for about two 
years after he came to power. Partly 
too it is because life in the cities is dif- 
ficult, and it is all most people can do to 
make ends meet. 

The government has a long way to go 
before it earns the loyalty of the peo- 
ple, its ringing claims of government- 
people solidarity notwithstanding. 
First, it must show that it can provide 
for their security, though that task is 
made a good deal easier by the pre- 
sence of so many Vietnamese. Secondly, 


oured in the breach than in the obser- 
vance. Inmany parts of Cambodia, pri- 
vate land ownership apparently exists 
in all but пате, 


n the late 1960s, when Cambodia 

was the only Indochinese state still at 
peace, about 2.5 million ha of rice were 
planted, with another 500,000 ha 
turned over to other crops. Present 
plans call for 2-2.5 million ha of rice 
within two or three more years, though 
this target will be difficult to achieve, 
given the traditionally low yields and a 
continuing shortage of fertilisers and 
insecticides. 

Much also depends on favourable 
seasons. This year, the floods, caused 
not so much by 
local rainfall but by 
water coming down 
from the snow-fed 
upper reaches of 
the Mekong, came 
early, catching 
farmers off guard. 
In Prey Veng pro- 
vince along the 
Mekong river 
southeast of Phnom 
Penh, 90% of the 
crops were dam- 
aged, and the area 
resembled а vast 
lake. Equally rich 
alluvial farming 
land around the 
Great Lake has also been inundated 

Yet another problem is that local 
Cambodian varieties of rice, which ac- 
count for about 90% of the annual har- 
vest, are slow-growing. Farmers must 
allow up to 250-300 days before they 
can harvest. And when they do finally 
harvest, yields are disappointingly 
low. Short-cycle rice can be harvested 
after about 100-110 days and produces 
higher yields. But the high-vield seed 
is expensive and needs special fer- 
tiliser and insecticides, items not read- 
ily available in present-day Cambodia 
In these circumstances, agriculture is 
likely to continue making only modest 
gains. — DAVID JENKINS 
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~ Telephone handsets from аду days of 
_ telephony are fine examples of türn-of-the- 
century craftsmanship. == 

But even more impressive is the qual- 
ity of the basic telephone system, which 
allows ninety-year-old handsets to function 
as part of the modern iA network ~ 
yet also allows computers to communicate 
with each other across the wi 

Such long-lived qualityis 
to the design of a teleph 
phone network is not a short-term invest- 
ment. The decisions taken by today’s tele- 
phone Administrations will have to look 
well, and function well, in fifty 

This is a particularly 
for such decisions. Telecommunications i is 
in the middle of a revolution which makes 
the future shape of the network difficult to 
forecast precisely. 

From being basically simple, electro- 
mechanical machines, telephone exchanges 
have become vital nodes in a computer- 
controlled network, communicating 
through digital bit-streams and hand- 
ling not just human voices but computer 
communications, facsimile transmission, 
teletex, image, telex .. 

And since telecommunications is now 
almost completely integrated with elec- 
tronics, it shares both the advantages and 
disadvantages of the rapidly-changing elec- 


tronics industry 
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А modern digital dione hae Ericsson’ 
AXE provides unmatched call-handling capacity. 





In fact, the only thing that is certain 
about the future is that it will bring change- 
developments and improvements which 
no-one can foresee with complete accuracy 
at the moment. 

This means that networks must be 
built on a foundation of quality - in con- 
cept, as well as in execution. Only quality 
of the highest standards can guarantee a 
network which will absorb change without 
crisis. 


AXE -a aii concept 
Quality implies a long life of useful service- 
a life measured in decades, at least. 

Yet in even 20 years, the functions and 
features of a telephone system can change 
out of recognition. (Cast your own mind 


back to the telephone network of the mid- 
1960s.) The basic system must be very 


| 
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Who's afraid of the ISDN? 


Telephone networks all over the world are 
considering the problems and opportunities 
presented by the concept of the Integrated 
Services Digital Network. 

This network will handle services which 
can be transmitted in digital form - which, 
these days, includes speech. 

As well as speech, these services include 
facsimile transmission, nationwide paging, 
mobile telephony, data transmission (direct 
communication between, and access to, 
computers), credit card and banking 
functions, videotex, and many others, 

Such services already exist, of course. 
But often they use separate lines and 
switching services, which increases their cost 
and complexity and makes widespread 
implementation of the services difficult. 

AXE was designed with the ISDN in 
mind. It is structured for ISDN, and with 
Ericsson's new APZ 212 supercomputer, it 
can handle the increased traffic. Any user of 
an AXE system with a digital group switch 
has the basis of a successful ISDN already in 
position. 


stable, yet able to adapt all the time — often 
to requirements that could never have been 
foreseen when it was installed. (Who was 
planning for videotex in 1965?) 

AXE is just such a stable, adaptable 
system. AXE is Ericsson’ switching system, 
handling the central function of a tele- 
phone network - switching is what a tele- 
phone exchange exists to do. And the 
concept of AXE is one of very high quality 
indeed. 

The very structure of an AXE switch 
is fundamentally different from that of any 
other system available. AXE is modular, a 
series of system-building blocks which can 
be arranged to build an almost infinite 
variety of systems. No matter what func- 
tions a telephone network is asked to 
provide, AXE can provide them, economi- 
cally and effectively. 


AXE ~ a quality product 


Modern telecommunications. systems are 
based on digital technology, and controlled 
by sophisticated data-processing devices. 
So increasingly, the quality of a system 
depends on the quality of its software - and 
AXE has the highest-quality software in 
the world. It, too, is modular, and it, too, is 
infinitely adaptable. In fact, the original 
AXE software has already been adapted to 
meet the needs of 90 different telephone 
operating companies. 

Not bad for a system that’s less than 
ten years old! 


AXE - a quality service 
Specifying and installing a telephone 
switching system is a complex and long- 
term business. High-quality back-up and 
service are crucial. 

Ericsson has a reputation for deliver- 
ing on time — and for delivering a product 
that is fully tested and ready to run, with 
professional support at all levels — includ- 
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ing the vital area of training staff to oper- 
ate the equipment in the most effective 
manner. 


AXE - the quality choice 

AXE is the most technically-advanced 
switching system in the world today. It 
employs the most up-to-date technology 
available, and it’s based on a highly-sephis- 
ticated concept. Burt its the addition of 
quality thinking, manufacture and service 
which makes the technical brilliance a 
practical proposition for telephone compa- 
nies all over the world. 


How it affects you 

Right now exciting things are happening in 
telecommunications ~ and decisions аге 
being taken which will have a profound 
effect on your future prosperity. If you'd like 
to know more about the issues involved 
and options available, just complete and 
post the coupon below. 
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AXE is the world's most successful telephone 
switching system. Its power and elegance, 
and its ease of handling, have swept the 
world. 

Today, over 90 telephone companies in 
55 countries have chosen AXE, and the 
numbers of telephone lines installed or on 
order for connection to AXE exchanges has 
passed the 10-million mark. 

The spectacular th of world confidence 

in Ericsson's AXE system. 

H million lines 
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Public Telecommunications Division, 
S-126 25, Stockholm, Sweden 


Please tell me more about AXE. 
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| Some some analysts suggest, most 
Cambodians would probably be will- 


econom 


` ing to live with the other constraints on 
— their daily lives. 


However, rebuilding the economy 


— will not be easy. The government ad- 


ministrative machine, robbed of so 
— many of its most talented teachers, 
| technicians and administrators, is piti- 
— fully inadequate for the tasks it faces. 

It will be years before enough new 
- administrators are trained and in 
-— place, and those who fled the country 
as soon as Pol Pot was overthrown 
show no sign of wishing to return. If 
they did come back, they would be ob- 
liged to work at government jobs at a 
fraction of the salaries they now earn 


` in France or the United States, without 


, any technical support and subject to 
— considerable political suspicion. j 

Some able and 
better-educated 
Cambodians did 
not flee and are 
now working for 
the regime, their 
bourgeois back- 
grounds notwith- 
standing. But 
many of them have 
relatives abroad 
апа though the 
= government des- 
— perately needs their 
talents, some may 
feel that they have 
no political future and may consider 
flight themselves. 

There can be little doubt that the 
| main thing going for the government — 





- and, of course, the Vietnamese — is Pol 


Pot. Almost every Cambodian can tell 
stories of the hardship and mindless 
brutality of the Pol Pot period and few 
would wish to relive the nightmare of 
1975-79. And while there is no love for 
the Vietnamese who occupy the coun- 
try, most Cambodians seem prepared 
to put up with the presence of their 
traditional enemies rather than face 
the return of their former rulers. 


installation of Heng Samrin, Viet- 

namese advisers and professionals 
were fairly visible in government 
ministries in Phnom Penh as well as in 
the main provincial capitals. Today, 
they are far less visible and, according 
to one source, there may be 75% fewer 
than there were two years ago. Cambo- 
dian Government officials are said to 
be more experienced, more confident 
and more competent in what they do. 
In the provinces too, it is said, a similar 
trend is evident. 

The more strident claims of those as- 
sociated with the anti-Heng Samrin 
Democratic Kampuchea coalition not- 
withstanding, few observers in Phnom 
Penh believe there is any systematic 
Hanoi-inspired plan for the Vietnami- 
sation of Cambodia. Before the 1970- 


j: the years immediately after the 
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Vietnamese in the irc lh working : as 
shopkeepers and artisans in the main 
towns and living in fishing communi- 
ties around the Great Lake, northwest 
of the capital. 

In 1970, however, an anti-Vietnam- 
ese pogrom of exceptional brutality 
drove most Vietnamese across the bor- 
der into South Vietnam. Most of the 
Vietnamese in Cambodia today, it 
seems, are former residents who have 
been drifting back since 1979, some 
perhaps bringing relatives who have 
not lived in the country before. But it 
also seems clear that some are simply 
hooligans from Ho Chi Minh City. Life 
is freer in Cambodia than it is in Viet- 
nam, and many Vietnamese have been 
crossing the largely uncontrolled bor- 
der to make money here. 

There seems little to support the 
September 1983 claim of US State 





Khmer- Vietnamese solidarity; 
Hun Sen: right to attack. 
Department official John Monjo that 
there is "officially sponsored Viet- 
namese immigration," though Monjo 
may well be right when he said that 
150-200,000 Vietnamese had moved 
into Cambodia. 

On the other hand, assurances by 
Vietnam that the number of Vietnam- 
ese will not surpass the 500,000 present 
priorto 1970 suggest that Hanoi retains 
the right to send additional people to 
bring the numbers up to the old level. 
And Phnom Penh, it is often noted, has 
issued a directive urging cadres to ac- 
cept Vietnamese residents. 

In Phnom Penh, the Vietnamese 
military presence is said to be less pro- 
nounced than it was only a year or so 
ago. However, Vietnamese soldiers, 
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nearby radio transmitter 24 hours a 
day and are always present, along with 
Khmer troops, at the major checkpoint 
on the road to the airport. Vietnamese 
troops also can be seen guarding the 
graceful colonial villas which house 
senior Vietnamese and Cambodian of- 
ficials. 


dministratively and profession- 
A: the Phnom Penh regime 
might well survive a Vietnamese 
withdrawal. Militarily it could not, 
which is one reason why the Vietnam- 
ese have no intention of leaving just 
yet. In Hanoi, leaders continue to insist 
in private that the situation in Cam- 
bodia is “irreversible” — they have re- 
duced their ‘public references to ir- 


| reversibility since January 1981, large- 
| ly as a sop to Asean — and say that the 


Vietnamese army 
wil leave the 
country only when 
the Chinese 
"threat" ceases 
and when there is 
no longer a danger 
of a return by Pol 
Pot. 

The Chinese 
"threat" has been 
defined at various 
times in various 
ways. According 
tothelatest defini- 
tion, the Chinese 
must stop helping Pol Pot, must stop 
supporting the resistance movement in 
Laos and must put an end to their mili- 
tary pressure on Vietnam. However, 
Vietnamese Foreign Minister Nguyen 
Co Thach, who seems prepared to ac- 
cept a phased easing of pressure, is cur- 
rently E the Pol Pot issue. 

More recently Thach has been saying 
that Hanoi will remain in Cambodia 
only for five to 10 years, an assertion 
which is closely linked with Hanoi's 
claims of an annual partial troop with- 
drawal. Thach says that if Pol Pot's 
forces are eliminated — which would 
be no mean achievement — and the 
Chinese stop aiding the Cambodian re- 
sistance in Thai sanctuaries near the 
Cambodian border, Vietnamese forces 
would withdraw totally. If that does 
not happen, he says, Vietnam will con- 
tinue to withdraw part of its force each 
year and continue to transfer responsi- 
bility to the Heng Samrin forces. That 
process might take five to 10 years, 
after which the Vietnamese would 
withdraw totally, leaving Heng Samrin 
in full control and in a position to deal 
with any Chinese threat which might 
still exist. 

There is, clearly, a good deal of room 
here for confusion and the Vietnamese 
are, in fact, guilty of some quite valiant 
obscurantism on this subject. How- 
ever, the bottom line is clear — Viet- 
nam will not leave until its protege is 
securely established and, grece rec- 
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the ta rot five to 10 years looks more 
like an assurance to more distant coun- 
tries that the Vietnamese presence is 
not open-ended. 

In an interview, Cambodian Foreign 
Minister Hun Sen made a point of en- 
dorsing the five-to-10-year observa- 
tion but went on to hedge his statement 
with observations that brought the 
matter back to square one. “There is a 
possibility of [the Vietnamese] remain- 
ing fiveto 10 years," hesaid, "but there 
is also a possibility of them leaving 
earlier." The condition for earlier 


withdrawal was the destruction of Pol 
Pot and the removal of. coalition 
sanctuaries on Thai soil. "When China 
threatens to destroy us," said Hun Sen, 
"we retain our right to attack collec- 
tively." 

Speaking at a time when the Heng 


i say whether 
| sine bind оша fave: a position i in the 
government if he returned to Cam- 
bodia “but in my personal opinion we 
cannot make a person who used to be a 
prince and head of state a farmer," 
Hun Sen said. Sihanouk might well be 
able to retain the title "prince" and 
even be addressed as “your highness,” 
he said, adding that Cambodia could 
not return to a monarchial system, but 
forms of address dating from former 
times might still be retained. 

All this was in marked contrast to 
the way in which Hun Sen has spoken 
of Sihanouk in the past. "Sihanouk is a 
capricious prince," he said dismis- 
sively in 1982. "Of all the Khmer kings 
in the past 20 centuries, Sihanouk was 
the weakest." On other occasions, Hun 
Sen has observed that if Sihanouk re- 
turned to Cambodia he would be ar- 
rested. Interestingly, the Vietnamese 





Samrin regime 
had indicated a 
willingness to have 
secret talks in 
Paris with Prince 
Norodom  Sihan- 
ouk, president of 
the Democratic 
Kampuchean coal- 
ition (REVIEW, 1 
Nov., Hun Sen 
went out of his way 
to. say that the 
prince, a man 
he once denigrated, 
was always wel- 
come back in Cam- 
bodia and would 
be accorded a warm welcome if he 
abandoned the Pol Pot group. 


clique, said Hun Sen, Sihanouk 

had committed political suicide. 
And if he continued to associate with 
Pol Pot he had no political role to play 
in Cambodia. However, if Sihanouk 
were to detach himself from Pol Pot he 
would be regarded in much higher es- 
teem, and could still be a political fac- 
tor. Asked what he meant by “detach” 
and whether it would be necessary for 
Sihanouk to denounce Pol Pot, Hun 
Sen indicated that it would be suffi- 
cient if the former head.of state simply 
ceased to cooperate directly or indi- 
rectly with Pol Pot. >n 


B y attaching himself to the Pol Pot 









for several years 
= |е that they favour 
ё an approach to 
i the prince, though 
Sihanouk himself 
has made the point 
that he only opted 
for the  coali- 
tion in 1982 be- 
cause Hanoi's re- 
fusal to talk to him 
had left him with 
little ~ choice. It 
is possible that 

Hanoi is now more 

committed to such 

an approach and 
that it has managed to persuade the 
PRK leaders of the wisdom of showing 
greater flexibility. 

In the eyes of many, Phnom Penh's 
new-found interest in wooing Demo- 
cratic Kampuchea coalition leaders 
such as Sihanouk and Son Sann 
(leader of the Khmer People's National 
Liberation Front) stems mainly from а 
desire to weaken the coalition govern- 
ment and drive wedges between it and 
its foreign backers. Even so, the will- 
ingness to talk suggests that Phnom 
Penh seems to recognise that Sihanouk 
still has some residual following in the 
country, and betrays perhaps a con- 
cern about Phnom Penh's own failure 
to attract the support of the country's 
citizenry. 


: have been hinting 
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the violation 


still goes on 
By Paul Quinn-Judge in Bangkok 


T" American lawyers and a Cam- 
bodia specialist have alleged reg- 
ular and serious violations of human 
rights by the Vietnamese-backed gov- 
ernment of the People's Republie of 
Kampuchea (PRK) Their investiga- 
tions of conditions in areas of the coun- 
try controlled by two rebel Khmer 
groups — Son Sann's Khmer People's 
National Liberation Front (KPNLF) 
and the Khmer Rouge — seem to have 
been less conclusive. 

The American group, representing 
the Lawyers' Committee for Interna- 
tional Human Rights (LCIHR). con- 
sisted of two attorneys, Floyd Abrams 
and Diane Orentlicher, and Cambo- 
dian-studies scholar Steven Heder. 
LCIHR has published reports on 
human-rights conditions in a number 
of other countries, including Argen- 
tina, El Salvador, Pakistan, the Philip- 
pines, Poland and the Soviet Union. 

In Cambodia's case, however, the 
committee was denied permission to 
visit the PRK government in Phnom 
Penh, and instead spent 10 days in 
KPNLF-controlled camps, Two of 
them then made a brief visit to Khmer 
Rouge headquarters at Phnom Milai, 
where they were given an interview 
with former Khmer Rouge foreign 
minister Ieng Sary. 

The group bases its findings on con- 
ditions in PRK govenment-controlled 
areas on interviews with about 30 
Khmers who had recently arrived from 
the Cambodian interior. The inter- 
views were carried out in KPNLF of- 
fices, the group said, but without the 
presence of KPNLF officials. 

The interviewees' accounts of their 
treatment were "remarkably consis- 
tent," though they had been detained 
in different parts of the country and 
had been arrested at different times, 
the lawyers said. In the PRK police and 
prison system, the LCIHR said, beat- 
ings appear to be routine, torture fre- 
quent and trial before a judge and jury 
non-existent. 

The majority of those interviewed by 
the group were former inmates of PRK 
prisons. Several others had defected 
from the PRK police. While most of the 
former inmates admitted to involve- 
ment in anti-government activities, all 
had been accused of political offences. 
This would seem to put them in a select 
minority. One former PRK police offi- 
cial estimated that police investigating 
criminal activity in Phnom Penh ar- 
rested on average 100 suspected felons 
a month. In the first six months of 
1983, he said, the political investiga- 
tive police had arrested a total of 178 
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were divided equally between alleged 
- sympathisers of the KPNLF and the 
. Khmer Rouge. 
E hise officials often partici- 
| pated in arrests and interrogations, the 
` lawyers said. Prisons, on the other 
- hand, were usually staffed by Khmers. 
1 ` The lawyers identified five major pri- 
= .sons, designated T-1 to T-5. The letter 
T, the LCTHR stressed, was a roman not 
— Khmer letter. Prisoners interviewed 
had no idea what it stood for, the law- 
_ yers said. The Vietnamese word for 
— prison, however, is “tu.” 
3 T-1, according to the lawyers, is a 
. military prison in 
-an area of Phnom 
& — Penh near the 
— former Khmer 
` Rouge extermina- 
tion centre, Tuol 
| я Sleng. Тһе loca- 
| E tion of T-2 was not 
ascertained. T-3 is 
. the central prison 
____ in Phnom Penh of 
— successiveregimes |. | 
` fromcolonialtimes | 
to the present. T-4 
is another old 
prison on the out- 
skirts of the capi- 
tal, and T-5 is a labour camp in Kom- 
pong Cham province where prisoners 
are apparently held in the latter stages 
of their detention. Others interviewed 
said they had been held in provincial 
prisons in Battambang, Pursat, Kan- 
dal and Prey Veng, or in police offices 
in Phnom Penh itself. 
| The former prisoners, some of whom 
= apparently had tried to organise anti- 
— government networks in the country's 
= Workplaces, told the LCIHR that they 
— A had been interrogated carefully and at 
— A length. In addition to beatings or tor- 
— . ture, they were made to write and usu- 
- ally rewrite their autobiographies. 
During this stage of their investiga- 
~ tion, which the lawyers said could 
— often last for months, the prisoners 
were allegedly kept in leg irons and 
often held in dark cells for much of the 
time. At no point did any of the prison- 
ers have any idea of the projected 
length of their imprisonment, the law- 
yers' group said. 
The PRK police comes under the 
f jurisdiction of Interior Minister Khang 
| Sarin, one defector told the committee, 
but day-to-day administration is in the 
? hands of a deputy minister. Former in- 
К. mates of the T-3 central prison, how- 
ever, carried release papers — which 
they had brought to the border with 
them — signed by Khang Sarin. 

The police are divided into 15 
bureaux or departments, the defector 
told the committee. In addition to traf- 
fic and criminal police and the usual 
support branches, these bureaux re- 
portedly include a political ideology 
bureau, which checks cadres; a politi- 
cal security bureau, which had ar- 
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an intemal defence unit which inveiti- 


SRL of t those n nterviewel 1, and. 
gates government ministries and of- 
fices. r 


he LCIHR also visited two KPNLF 
detention centres, interviewing five 
prisoners. These included one man ac- 
cused of espionage, a woman arrested 
for gambling, one man accused of mur- 
der and two others who had allegedly 
planned to rob a chit fund. Most other 
prisoners had apparently been re- 
leased during a recent amnesty. 
As it was leaving KPNLF camps, 
however, the group was told of another 
place where an unspecified number of 


Heng Samrin and Vietnamese troops 
were held. New arrivals at the main 
KPNLF camp, Ampil, are also report- 
edly being held in an old detention 
area. The KPNLF is apparently con- 
cerned at what it feels are serious ef- 
forts by the Vietnamese and the PRK to 
infiltrate its camps. After an attack on 
Ampil in April, border sources told one 
member of the LCIHR group, infil- 
trators with maps and radios had been 
arrested by KPNLF security officials. 
Other reliable sources report that 
KPNLF disciplinary measures have at 
times been harsh. Following the col- 
lapse of a KPNLF special warfare 
school last year, at least 100 deserters 
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KPNLF areas — that is, turned loose in 
the interi Cambodia and denied 
permission. to re-enter KPNLF zones. 
The others were reportedly shot. 

At the. : Rouge base of Phnom 
Milai, the lawyers repeatedly re- 
quested доп to visit prisons. 
Their requests were never turned 
down, but fhey were never able to visit 
any detention centres. And during 
their stay, they were usually accom- 
panied by a number of armed escorts 
described by; their hosts as body- 
guards. 

In his talk with them — translated by 
his wife  Ieng 
Thirith leng 
Sary stressed that 
villagers were al- 
lowed to leave 
Khmer Rouge 
zones at any time. 
But, he added, 
they were required 
to check with the 
authorities first, 
to avoid mishaps 
such as being fired 
on by security per- 
sonnel. 

Other refugees 
interviewed in the 





; border area told the LCIHR that those 


who tried to escape from the zones 
| were sent for re-education, and then 
dispatched to "villages at the end of 
the earth" — the most distant settle- 
ments in the sector. The lawyers in- 
quired about a reported case of 52 civi- 
lians who had recently been prevented 
from leaving Khmer Rouge zones. A 
group of 582, including relatives of 
those being held, had succeeded in es- 
caping. leng Sary promised to look into 
the question. 

Security in Khmer Rouge areas is 
now apparently the reponsibility of 
Khmer Rouge military police, refugee 
sources told the lawyers group. Each 
Khmer Rouge sector — the largest ad- 
ministrative-military division — dis- 
penses justice through a battlefield 
committee. leng Sary is a member of 
his sector's committee, he told the law- 
yers. 

Ieng Sary also told the lawyers that 
the Khmer Rouge had passed a law in 
1981 forbidding the arbitrary killing of 
anyone — civilians, PRK troops or 
others. Some problems with this policy 
had begun to occur in 1982, Ieng Sary 
said, when Khmer Rouge troops had 
begun to penetrate into the Cambodian 
lowlands and had showed signs of in- 
discipline. (Heder noted that the 
Khmer phrase for indiscipline used by 
Ieng Sary translates literally as "being 
free.”) Khmer Rouge troops, however, 
were not allowed to kill anyone, even 
PRK spies, except in the heat of battle, 
Ieng Sary assured the lawyers. The or- 
dinary people living in the interior, 
however, сап do; what they like with 
spies, the minister added. 





Why sponsors of major projects 
retain The Morgan Bank as 
export-import finance advisor 








New York-based head of the bank's Multisource Export Finance group; and Ingvar Bjornsson, senior 
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Most major projects— from giant energy When a client retains Morgan’s Mul- LJ Simplify loan docume! 


plants to mass transit systems— require — tisource Export Finance Group, we will: lenders are from differen! 


| | а “ә 
large amounts of equipment, materials, L] Help prepare the financial section i} Implement financial | 


and engineering and construction serv- of the bid documents. disbursement procedures, let 


ices from sources around the world credit. and money translers i 


Arranging the best financing of these апа reduce them to a common cur- receipt and payment of fun 
goods and services is vital to a projects rency for comparability. Landsvirkjun, Iceland's 
success, and an experienced export- L] Use a proven computer model to power company, retained M 


import financial advisor can make the 
difference. 
The Morgan Bank has a long history 


of successfully negotiating export financ 


L] Analyze all bids in all currencies 


calculate present values and internal 
rates of return relative to interest rates 
contract prices, currency alternatives 
grace periods, repayment periods, fees 


advise on the electr 


of its $120 million Blanda 


power project— with 


bidders Other recent cli 


IT] 


OVI 


f 


ings for governments, government LJ] Help design and conduct а nego mass transit system, а Eutr 
agencies, and corporations worldwide tiated bid process. a multinational petroleum 
We deal knowledgeably with suppliers. L] Structure currency swaps, inter [o discuss your project 
their banks, and export credit agencies est rate swaps, long-dated forward Morgan banker, or Geor 

so that sponsors will obtain the lowest exchange contracts, currency options Vice President, Multisourc: 


interest rates, the longest repavment 
periods, the best terms and conditions. 


and delaved rate settings to minimize 
risk and reduce borrowing costs. 


The Morgan Bank 


Finan« C Mot gan Gul 
pany, 23 Wall Street 


i] 


Ve 


Ui 
B 


Үсу 


Taking technology 








one step ata time. 


Technology is just another word for tools. 

A ladder and a silicon memory chip are equally 
elegant illustrations of what that means. They allow people 
to do work that might otherwise be beyond their reach. 

IBM is in the business of improving tools (though we 
do spend more time on memory chips than on ladders). 
Our million-bit chip has the largest capacity ever 
produced on an existing manufacturing line. We 
developed disk and tape drives for transferring data at a 
record rate of three million characters per second. The 
electronic packaging in our largest computers is the 
densest in the industry. 

That IBM can claim these individual accomplishments 
is really not the point. New records are set all the 
time in our industry and we expect to continue setting 
them ourselves. 

But there is a message in them. 

It's a message about a company’s resolve and its 
ability to recognize what kinds of tools you need. 

hesolve means having the right people and giving 
them the right kind of support. 

Resolve also means committing to the tough business 
of technology: exploring promising but uncertain ideas. 
pursuing flashes of insight but never straying from 
the certain rewards of improving tools one step at a time. 

Recognizing the kinds of tools vou need means 
understanding the kind of work vou do. That's true whether 
our tools serve you, your company or your country. 

If you're looking for a company that will provide the 
technology you need when you need it, vou can look at the 
records we've set today. 

But you might also look at the IBM record itself. It’s 
an unparalleled display of the tools vou've needed. 

One step at a time. zzz =° 
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IND-SLICING STYLE AND MORE ROOM INSIDE. 


ACT: Corona has been completely re-styled and re-engineered. The lines are crisp 
" and contemporary. Curved glass joins smoothly with the body. Windows аге 


arge for a bright interior. From its sloping nose through to its short rear deck, Corona 
jefines а new look in elegance. і 


АС .» Corona’s advanced new styling is more than just beautiful. It was actually 
* created by the wind itself. The new aerodynamic profile improves performance 


and fuel efficiency. Less wind resistance means the engine doesn't work as hard. 
4igh-speed stability also benefits. 


АС „ А compact transverse engine and front-wheel drive design give Corona 

* passengers more room to relax. The interior is luxuriously appointed, with rich 
^arpeting and reclining seats upholstered in fine fabric. Corona is a new contemporary 
standard — sleek styling, advanced engineering, more comfort. Facts come alive when you 


rive Toyota. 
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“When you arrive 
at The Regent, Hong Kong, 
you know +С 
you’ve arrived." 09 
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ө THE Organisation: of African 
(dis)Unity, having pushed. out 
Morocco, sat back and listened to 
President Julius Nyerere of Tanzania 
calling on the Third World to exploit 
"the power of debt" and simply re- 


d fuse to pay its foreign debts until the | 


rich nations agreed to a more just. 
-world economic order (the African 
.| continent owes about US$150 bil- 
E lion). Enough to send a shiver or two 
“do bankers’ backs. Still, that 
jas undelivered when, in. 
afew weeks ago I visited 
. for a chat about the 














Ag »e REVIEW, in its special 
ocus on the bank (27 Sept.) and in its 
port on the annual meeting (11 
Oct.) had recently been critical of as- 
pects of the bank's operations, I| 
found its strictures had been ac- 
cepted as both reasonable and con- 
structive — indeed even welcome. 
The bank's efforts to open its doors 
. andexplain its operations are akin to 
|. the relative openness and candour of 


te * most. United States Government de- 






5 and corporations in their 
¿with the public and the 
En the bank's president, Tom 
> Clausen, is as accessible today as he 
was when he ran the Bank of 
. America. 

€ ACROSS the street at the HQ of 
the International Monetary Fund, 
however, typically European secre- 
. tive arrogance prevails. The press is 
., dealt with on the “mushroom” theory 
(‘Keep them in the dark and feed 
-them on bullshit") and is required 
simply to publish official handouts, 












ented. 


` Tn this column on 11 October, I re- | 


| E ported how REVIEW deputy editor 
Philip Bowring was unceremoniously 


| ousted from his seat at a lunch table 
with the fund's managing director, 


Jacques de Larosiére, by a PR flunky 
who claimed the seat had been 
"booked" in advance by another 
journalist (who worked for an 
obscure West German publication) 
and how the incident had given 
Bowring a new sympathy both with 
.the Third World's resentment of the - 
IMF's arrogance and the Reaganite 
view of these overpaid mandarins. 

After my own friendly lunch at the 
World Bank, one of the guests — an 
IMF official — solemnly handed mea 
letter. It began by claiming that my 
account of the Bowring incident had 
missed “an important point.” 

It continued pompously: “Mr 
Bowring was not invited to join Mr 
de Larosiére’s table whereas the 
other journalists present were. As the 
seats at the Managing Director's 
table are obviously limited, it is our 


eaks or criticisms being bitterly 1 





| any word of apology or regret for any 
‘misunderstanding or 
ment. 
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therefore not considered: In arden to 
| signal to non-invited journalists that 
the Managing Director's table i: 

served, chairs are tilted. . 
nately, M Mr Yee ighore 










juna st who invited, I am 
sure you will understand this ad well 


story did hot contain all the f 
“if you or Mr Bowrin : 


Director’ s table ata future iiic i- 


nual Meeting lunch, please let us 


know in good time.” · | 
Ф WITHOUT wanting to whip: 


on how beautifully the letter E 


the humourless insolence of the IMF. 





Bowring categorically d 
chairs were tilted, as, 


claimed. 
Another journalist who sat down un- 
invited at the same table, Melvyn 
Westlake, economics editor of South 


magazine, independently confirms 
that "there was nothing whatsoever 


to suggest or indicate that the table 


was reserved; it was just like any of 
the other tables." 

Nor had the journalist guests been 
told that it was possible. to book a 


drum. “But what. really | poto 
amuses me is the complete absence of 


embarrass- 


The PR flunky referred to, Helmut 


Hartmann, subsequently telephoned 


several REVIEW staffers, both 
ант and. E | 











Was р first. to ¢ di e tt 
REVIEW from publishing ai Me ает 
of the package of conditions. which 

the IMF was demanding of the 





. Philippines before it extended its 
long-delayed - 


US$613.5 million 
standby credit (on the grounds that 
we might have got hold of one of sev- 
eral drafts and thus risked being in- 
accurate) and secondly to try and find 
out who had leaked and to whom. 

It was with some pleasure that we 
told Hartmann that if he cared to look 
at the edition of the REVIEW. pub- 
lished two weeks previously, on 18 
October, he would see an arti 





IMF sets its price which (ассиса у) 
reported the Philippine package and 
also that the REVIEW had no intention 


of revealing its sourcés. - 
oe ONE cannot + simply comment that | 
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grammes. 
Even more extraordinary was the | 
unprecedented endorsement of - 


Walker, the present envoy to South 


i quotas and - 









1a ich to learn in^ 
art of public relations, for he is 
ably accurately ec hoing the attitu 
of his masters. The unfortuna 
Filipino who is directly responsibl 
for implem i : 
lar demang 
у and 
able techno 
cal role for w 
mentally fit 
prime minist 
A quietlys | 
enough. on 
policies. ti 
har diy help 
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he gad h hi nt were repor 
have sp ly US$25 mi A 
Helms, a ightist, stands for ré- 


ligious fundamentalism, South Af 
rica, Argentina (during the Falkland 
war, that Je) uo assorted military 
лс communism, "foreign i im- 
ports {especially зый. and to- 
bacco)and all multilateral aid pro- 


Helms by 22 US ambassadors. | 
The envoys are not professional 
Foreign Service officers, being politi 
cal ointees, many ре sona 
eagan. But that hardly 
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atiy агаш The 32 
cluded the ambassadors to fran : 
Mexico, Switzerland, ‘Canada, Aus 
tria and Nato plus Richar 





Korea. While Walker's hosts in Seoul 
may not object to his endorsement of 
Helms’ military stance. they can 
hardly find. the senator's views on 
tariffs acceptable. 
€ IN fact, the two presidential ca 
didates were closer than anyone E 
pected — at least according to the n- 
donesia Times' report of the result: 












the next century," he added. 
| Mondale conceded defeat late 
| Tuesday night in his uphill bart- 
| tle against the popular Repu- 
| blican incumbent and said he 
| balled the president to con- 
gratulate him on his victory. 
"He has won. We are all 
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With the all-powerful Ne Win in his 70s and reportedly in 
ill-health, there is no clear-cut successor to his position 


4 By Rodney Tasker in Rangoon 


О year after Brig.-Gen. Tin Oo 
was jailed for life and effectively 
banished into political exile, no single 
figure has emerged to succeed him as 


- Burmese strongman Ne Win's heir-ap- 


parent. And with the 73-year-old rul- 
ing party chairman’s health and age a 
major talking point, Rangoon pundits 
are increasingly forecasting that, post- 
Ne Win, his austere pseudo-socialist 
system will be perpetuated by a 
shrinking collective leadership. 

No one doubts that Ne Win is still in 


- full control of the military regime 


under his Burma Socialist Programme 
Party (BSPP), the country's only party, 
which he has run as chairman since 
standing down as president and head 
of statein 1981. Almost everyone in the 
party and government leadership is 
either a serving or retired military of- 
ficer; and until late last year that in- 
cluded intelligence chief and BSPP 
joint general secretary Tin Oo. 

But Tin Oo, like several other mili- 
tary figures preceding him since the 
1962 coup which brought Ne Win to 





power, became too big for his boots in 
the role of the “man most likely to" and 
was chopped down by the chairman 
with five life sentences in November 
1983 for misusing state funds and 
property. 

Now, few talk about the man who 
languishes in Insein jail, just outside 
Rangoon, while observers scrutinise 
the durability of the apparently lonely 
man at the top: Ne Win. The “who-fol- 
lows-Ne-Win" game has been played 
by diplomats in Rangoon since 1981, 
which is only natural, given the almost 
absolute power which the chairman 
wields. 

Although Ne Win is comparatively 
healthy for a septuagenarian, һе is reli- 
ably reported to have suffered at least 
one stroke since early last year, is 
known to be worried about progressive 
hypertension and more recently has 
complained of problems involving his 
urinary tract. When he returned from a 
trip to Western Europe in August, 
those who watched him arrive at Ran- 
goon airport said he looked rather 


Toughing it out alone 


Foreign countries from East and West are circling round Burma 
offering aid and eyeing the market, but Rangoon shows little interest 


hile the prospect of a perpetuation 

of the prevailing system may be 
depressing for some more aware Bur- 
mese, it is also a somewhat bitter pill to 
swallow for those countries with an in- 
terest in Burma's destiny. Despite its 
comparatively small population by 
Asian standards — 38 million — and its 
desire to be left alone in a truly non- 
aligned vacuum, Burma does intrigue 
many in the outside world. Many Bur- 
mese find it difficult to believe that 
foreign governments should want to 
monitor their progress. But being à 
country potentially rich in agricultural 
and mineral resources, wedged 
strategically between giants India and 
China, and on the doorstep of the 
economically dynamic Asean region, 
this is only natural. 

Apart from strategic considerations, 
the United States, China, Japan, Aus- 
tralia and West European powers 
vie with each other to gain an economic 
foothold in a country which ideologi- 
cally eschews such a thought. It is in- 
teresting that the Soviet Union has the 
largest embassy in Rangoon, in terms 


of foreign staff, but has no aid pro- 
gramme in the country. Apart from in- 
ternational development institutions 
such as the World Bank and Asian 
Development Bank, frontrunners in 
bilateral-aid programmes to Burma 
are the Japanese, followed by West 
Germany. But the Burmese, who have 
an impressive record of never default- 
ing on loans, are shy of receiving any- 
thing more than their basic needs. In a 
surprising move, Rangoon recently 
asked for a postponement of the sche- 
duled November meeting in Paris of 
the eight countries which constitute 
the Burma Consultative Committee on 
aid. 

The group provides an average of 
US$400 million in aid to Burma every 
year. But this year, Burma has indi- 
cated it can do without this for the mo- 
ment, probably reflecting a general 
belt-tightening in the country as its 
foreign debt has crept to a current fig- 
ure of more than US$1.8 billion. Eco- 
nomically, these are hard times for 
Burma, with inflation soaring and poor 
returns on major traditional exports 
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Ne Win: signs of strain. 





frail, clutching the rail of the stairs 
down from his aircraft and almost 
limping to his car. 

So who will follow Ne Win? The al- 
most unanimous answer from dip- 
lomats monitoring the leadership of a 
system which cloaks itself in almost 
Soviet-style secrecy, under which a 
Southeast Asian desire to be friendly 
and informative occasionally breaks 
out, is: "No one in particular." 

The names of those in Ne Win's 
"kitchen cabinet" are well known, but 
none of them aspires to Ne Win's en- 


of rice, timber products and minerals, 
Although officially inflation is re- 
gistered at only 5.6?5, recent figures 
show a rise in Rangoon's consumer- 
price index from 112.17 to 122.16, or 
about 10%, and unofficial estimates put 
inflation above 25%. Official import 
figures from February to April showed 
a massive 72% drop compared with the 
same period in 1983, with capital 
goods (76.3%) and machinery (90.1%) 
the most severely cut. Although figures 
for the subsequent three months to 
June show a general rise in imports, the 
overall picture reflects what one 
analyst described as “Burma's deter- 
mination to tough it out on its own.” 


ne glimmer of hope for countries 
who have been anxious to follow up 
their aid programmes with joint pro- 
jects in Burma was an announcement 
at the recent People’s Assembly meet- 
ing of a joint enterprise between West 
German’s Fritz Werner company and 
Burma's Heavy Industries, both gov- 
ernment-owned corporations. Fritz 
Werner, an engineering company, has 
had a long history of involvement in 
Burma's small industrial sector, and is 
known to have been trying for the past 
two years to seal the agreement with 
Heavy Industries. 
The agreement will mainly mean 
Fritz Werner providing management, 
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auring cnarisma, nis political ruthless- 
ness, his ability to project himself as 
the ultimate source of power. Despite 
the ministers and party cohorts around 
him, most important matters of state 
arrive on his desk for his personal ap- 
proval. 

Sometimes, even seemingly trivial 
issues are referred to him. For exam- 
ple, Burma geared itself up in Sep- 
tember to receive satellite TV news, 
but officials in the state-run broad- 
casting corporation are reliably re- 
ported to have been more concerned 
about the chairman's reaction to the 
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nightly screening of foreign news than 
that of the thousands of humble view- | E v | , 4 
ers who tune in to the service. TH Zu t 
The leading figures in his regime do 
not stand out as potential strongmen, as 4 | bM... 
did Tin Oo before them. President San ital 3 ЕД... шиг " ll | 
Yu, aretired general who has remained мезг ъ А Ж А, 
with Ne Win throughsthick and thin 
throughout his reign, does not excite ж Е 
observers as a leader — not only be- / 
cause of his "rather transparent" qual- "^ 
ities, according to one diplomat, but | V 
because of the recent shadow of cor- | ! ‚ 
ruption cast over his wife (REVIEW, 1 | 
Nov.). 
Outsiders always ask about Gen. 
Kyaw Htin, defence minister, armed 
forces chief of staff and deputy prime 
minister, who because of his exalted 
military position in a country control- 
led by the military, suggests power. 
But despite the fact that he was born in 
the same central Burma area of Prome 


engineering and other forms of coope- ! 
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rë 
= , 
سے‎ 


range of engineering products in sev- de ; 

eral plants. Officially, the Burmese - Сатты. < 

shun the term joint venture, preferring Your Bank bank guarantees and forfaiting. 
the label mutually beneficial economic for Foreign Business — Our teams of specialists 
cooperation. But whatever it is called, х А are adept at finding individualized 
the Fritz Werner deal is attracting Credit Suisse. are adept at unding individualized, 
widespread interest among countries innovative ways of handling 


hoping for an economic stake in үре б ОР riui 
Burma's development. _ . Qm is Incredibly Wiss way, 
However, the same countries are re- Cred it Suisse has helped г 
signed to the fact that the wheels of Switzerland, which is small and COGN 
change grind slowly in Burma. And devoid of raw materials, to 
there seems little relief in sight, with or : ue Bf 
without Ne Win at the helm. Besides, become an important centre o 
Ne Win has stressed in a “big brother" world trade and finance. 
way, that he expects his colleagues to 1; isse has Ь 
5 1 E re sse na een 
defend his legacy. In his November Credit Suisse has 


each new problem with precision 
They could be of benefit to you. 


Many thousands of satisfied 
customers from a wide range of 
countries rels on Credit Suisse 
experience in this and other fields. 
Why not you? 





1981 speech to his Burma Socialist promoting the flow ot goods and 

Programme Party central committee services for a full 125 years. eee o ce. 

t танаи сав was epi Its recipe for success includes a ee 
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regarded as a political lightwei 
has the professional respect 
troops but whose handsome and per- 
sonable exterior does not translate into 
national-leadership material. 

Kyaw Htin received. a one-year ex- 
tension to his active military service 
this year, on reaching the retirement 
age of 60, and itis thought that he may 
shift to the position of prime minister, 
thereby relieving the ailing Maung 
Maung Kha — a former colonel in the 
army engineers — in his nominal posi- 
tion in the hierarchy. 

. Party joint general secretary Sein 
Lwin has recently aroused more in- 
terest, mainly because of his promi- 
nence in the local party-controlled 
press while Ne Win was away in 


Europe. Sein Lwin is a retired 
 brigadier-general who is known to 


have won respect from Ne Win by his 
ruthlessness: in the 1950s, as an army 
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The army: still a powerful political force. 


captain, he invited Karen rebel leader 
Saw Ba U Gyi to a meeting, but had 
him ambushed and killed on his way to 
the talks, and in 1962 he commanded 
the troops who swiftly and brutally put 


` ` down a student uprising. He has been 





transport minister and, more recently, 
home and religious affairs minister in 
the cabinet. 


nother figure who, by his position, 
should be in the power line-up is 
Aye Ko, also joint general secretary of 
the party. The retired general is a 
thorough military man, having been 
commander of the northern regional 
command for some years. Yet another 
who has recently caught the eye of 
foreign observers is Saw Maung, a 
major-general who, without any an- 
nounced promotion, was referred to as 
lieutenant-general by the official press 
covering the Pyithu Hluttaw (People's 
Assembly) session on 15-19 October. 
The reference was to his appoint- 
ment as deputy defence minister. He is 
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Win's recent 


nt two-month trip to 
Europe, the chairman took with him in 
his party the vice-chiefs of staff for the 
navy and air force, leaving the trusted 
Saw Maung to hold the military fort in 
Rangoon. 

Another figure said by diplomats to 
be close to Ne Win is Lay Maung, 
thought to be the unofficial head of the 
intelligence apparatus since Tin Oo's 
departure and who indeed has been re- 
sponsible for the meticulous purge of 
scores of Tin Oo supporters at every 
level of the civilian administration and 
the military, which is still continuing. 
Lay Maung' official position is a 
member of the Council of People's At- 
torneys. 

But no single name among this 
coterie of officials around Ne Win is 
mentioned as possible heir-apparent. 


"When Ne Win leaves the scene — and it 


is felt by many that because of his es- 
sential role in the ruling system he will 





"die with his boots on" — informed ob- 
servers believe that whoever is voted 
party chairman, or whoever is presi- 
dent, chief of staff or prime rainister, 
the succeeding administration will ef- 
fectively be a collective leadership at 
least for a few months, and possibly 
years, until one powerful figure 
emerges. 

None of the individuals at present 
near the top approaches Ne Win's 
tough leadership style, but this may re- 
flect the fact that no one dares to con- 
tradict the chairman — who does not 
brook opposition to his will — in a sys- 
tem in which it pays to keep one's head 
down, as Tin Oo's demise illustrated. 
"There is a tremendous nervousness 
among officials here," one diplomat 
observed, and most senior officials 
keep themselves at arm's length from 
foreigners. 

Perhaps more important than the 
question of which personalities will 
take over from Ne Win is the likelihood 
of any change in the rigid — many 
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The longyi, the Burmese sarong, is 
not officially prescribed as the only 
permitted dress, but nearly every Bur- 
mese wears one in daily life, knowing 
that it would be foolish to appear at 
any party or government office wear- 
ing anything else. If the party press 
criticises the Western style of a parti- 
cular musical group, which has hap- 
pened recently, the group concerned 
knows it will have to change to a more 
traditional theme or risk being ban- 
ned. 


he party issues everyone with "oil 

cards," which allow people to buy 
essential items at realistic prices from 
government stores. They are called oil 
cards because they regulate purchases 
of cooking oil, a supremely important 
item in the diet of every Burmese. Con- 
trol of these rationing cards is a potent 
weapon in the hands of the party, reg- 
ulating the average Burmese's life. 

Shortages of consumer goods, even 
staples such as rice and cooking oil, 
have become more acute recently, not 
so much because the country is poor 
but through inefficient economic man- 
agement and the fact that townships 
are not allowed to supply each other in 
times of scarcity. 

There was a scuffle in July between 
local residents in the Irrawaddy delta 
area and party officials over the move- 
ment of rice. First reports in Rangoon 
suggested it was a riot over rice short- 
ages, but in fact local residents were 
protesting about a plan to transport 
some rice supplies from the rice- 
surplus delta region to the capital. 

In more remote areas, such as the in- 
surgency-wracked Karen and Shan 
states, basic items such as rice and salt 
can cost as much as 10 times the gov- 
ernment-fixed rate because of scarcity 
caused by poor distribution, and this is 
thought to be a major factor prompting 
such minority ethnic. groups to rebel 
against the government. 

The system means that those want- 
ing to obtain a permit to travel over- 
seas have to deposit Kyats 50,000 
(US$6,000 at the official rate but 
US$1,400 at the market rate) with the 
government if they are university 
graduates, less if they are not, and wait 
for months while the various govern- 
ment departments lethargically pro- 
cess their applications. It means 
queueing for hours for railway tickets 
which may eventually prove to be sold 
out, and the same fora ticket to a film. 

It means that because of endemic: 
shortages, people have to pay higher 
prices on the thriving, ubiquitous 
black market — to which the govern- 
ment conveniently turns a blind eye — 
even for petrol, and that because work- 
ers who strike can be jailed for years 
for "depriving the state of income," 
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per-capita income: of or 
year, is classified as one eofthe least de- 


ealises that to. show undue initiative 
n order to gain promotion is frowned 
upon, and may even cost him his job. 





—Such a system, which has become 
deeply entrenched in Ne Win's Bur ma, 
might spark widespread unrest in 


ome other countries. Pi ma, with a 






veloped countries in the world. 


B: as one diplomat. pointed out, 
years of Ne Win's rule have increas- 


ed the tolerance and reduced the desires 


of the average Burmese, particularly 
he younger ones who did not experi- 
ence the comparatively free-w heeling 


days of Burma under former premier 


U Nu before 1962, and have become 
somewhat politically backward in the 
sterile era that ensued. Some of the 
уге seasoned observers in Rangoon 
nk that Ne Win sincerely believes 
1€ harsh system he introduced and 
presided over for so long is best for 
Burma, rather than a means of per- 
p tuating his rule. 
` They fear that if there was a drama- 
tic liberalisation after his departure, 
the resulting danger of uncontrolled 
Westernisation — such as the experi- 
ce, to a certain extent, in neighbour- 
g Thailand — might lead many Bur- 
ese to remember fondly the days of 
ecaying, austere but essentially Bur- 
mese tranquillity under Ne Win. | 
But barring an unlikely military 
oup, few analysts in Rangoon see any 
ubstantial change in Ne Win's system 
|, after he dies. “It will be more of 
е same," commented one diplomat. 
To change the economic and social 
ystem will mean rocking the political 
oat, and the current leadership 
pound Ne Win will not want to risk 
iat." The direction the country takes 
the post-Ne Win era will depend a 
great deal on how much importance his 
cessors place on the role of the 
BSPP. Also, they will need the all-im- 
ant support of an army which is 
ently loyal to retired general Ne 
in, who has taken pains to ensure its 
llbeing. 

However, given the military 
ickground of almost all of those in 
e leadership, this should not be dif- 
cult. The one possible hazard is that 
Ne Win's heirs- -apparent arealli in their 








senior Foreign 
Ministry official, for instance; is paid. 
only about Kyats 800 à month and such 
an official, like all of his colleagues, 


| By Husain Haqqani in Islamabad 


\ ter having. kept the press. and 
opposition guessing for more than 


a year, President Zia-ul Haq finally is | 


beginning to reveal, bit by bit, details 
of his promised: election programme. 





. Election laws: have been amended to 


| finalise election arrangements and a 


ate 50s or 60s, and there is no visible - 


second- echelon of young military of- 
‘icers waiting in the wings. “Unfortu- 
nately, Burma is no Singapore, where 
there is an active move to groom 
younger leaders,” one diplomat com- 





mented. “Here the number of people in 
the leadership is getting smaller.’ i 








give the president and the country's 


election commission additional: pow- 
ers in the conduct of polls, various 
high-level meetings have been héld tc 





schedule is. likely. to be announced 


within the next. few days. 


Although Zia has yet to Md it 


officially, a decision seems to have | 
г andi Baluchistan 7 ls senior offici: 
the REVIEW 
. | minimal. 

‘Sindh are influe 
: waderas [feudal 


been made to continue the ban on poli- 


tical parties and hold the elections ona 


non-party basis ed dedi w, 10 Nov. 


Ur ut tics Mie p 
stronger. He has said repeated 
political parties are un-Islamic 
that to restore them would amount to a 
reversal of Islamisation achieved dur- 
ing his seven-and-a-half-year rule. 


Zia also recently said that the com- - 


ing elections would be for "sharing of 
power" betweer - 
lians, and na 
the latter. . 









partiesrunst eriskof asi g pa yor | elec 
absolute | 
powers 


coalition of parties getting a 
majority and demanding full + 
for parliament while separately 


elected individuals are more likely to - 


be content with the. share they. are 
given. 
Sceptics maintain, n ever, that Zia 


could be bluffing. "He is a military. 


commander and everything for him isa 
military operation," one opposition 
leader pointed out. “He considers the 
politicians and the nation a rival army 
in the election operation which is why 
he has misled and confused us. He 
could still ambush us with restoration 
of political parties at. the. last minute 
and none will be ready for it." 

If elections are held with political 
parties, they are likely to be under a 
proportional representation system 
and will be restricted to parties regis- 
tered under martial-law. regulations. 


Most political parties already have an- | 


nounced that they will boycott Zia's 


elections, likely to be heldin February, — 


unless political restrictions are re- 
moved and the 1973 constitution. re- 
stored. 

"The elections Zia- ul: Haq wants to 
hold will not be elections," said Malik 
Muhammad Qasim, convenor ` of the 






Я opposition alliance, the Mov 
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respectable, at 
UN а | 






-campaign in: 
. Bhutto and a stron 
Pakistan People's Party (PPP) — Zia 


: ances from severa. 


= position. be cot 
| source. Most o 


India, 
settlers) have traditionally opposed 
the PPP. Appeals toSindhi chauvinism 


by. traditional politicians, 
pointed a two-member coordination 


Sindh whose family has had represer 
tation in almost all previous gov 





| Zia prepares s for long- promised elections, wooing old rivals 
-and promising power-sharing, while still banning cias 


(MRD), 
. while announcing the parties' decision 


to boycott. “Our parties will not par- 


ticipate in this farce and we will ac- 
tively campaign:to expose [the elec- 


tions] as a fraud, rhe said. 
Zia and his colleagues, however, are 


confident that. а sufficient number of 


candidates will participate in the elec- 
them :eredible. Voter 
salsos likely to be 










“but its impact will E. 
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"Zülfikar Ali 
d of his banned 


former prime 





himself visited the province last month 
and is believed to hai | ecured assur- 












government 
Sindhi. politi- 
cians are powerful feudal-tribal chiefs 
in their areas and appear to have 
switched sides after the failure of last 
year’s MRD campaign in the province, 
which they supported. 


Fhe population of. major cities in 

Sindh, including Karachi and 
Hyderabad, is predominantly non- 
Sindhi, and the government expects no 
problems there because non-Sindhis 
(mainly Urdu-speaking migrants from 
and Punjabi and Pathan 


made during last year’s MRD. cam- 
paign have further consolidated 
Sindh's non- Sen Once! to 
PPP's Sindhi elite.. 

To secure par Heaton in the polis 
Zia ар- 





committee comprising Interior Minis- 
ter Mahmood Haroon and another 
cabinet member, Jamal Said Mian. Ha- 
roon is an old-style: politician from 








ments in the count ¥ 





politicians of his own 
well as younger а а of eta 
lished feudal-political families and is 
believed to have secured assurances of 
participation in return for offers of in- 
fluence. 

But the coordination committee's 
success has cost the regime some sup- 
pori in its traditional Islamic consti- 
tuency. "The coordination committee 
has approached only those who have à 
family tradition of making deals with 
rulers going back to the British 
period," wrote columnist Majibur 
Rehman Shami, considered a suppor- 
ter of the regime’s Islamisation pro- 
gramme. “These people need the gov- 
ernment for their influence and cannot 
be expected to increase the govern- 
ment’s support base. There was no 
need to send a minister to talk to them, 
any police officer could have brought 
them kneeling and saluting," he said. 

The Islamists say that Zia is reneging 
on his commitment to Islamisation by 
actively encouraging and supporting 


Zia: the way will not be smooth. 3 


the traditional elite, whose ways donot 
conform to Islamic standards. Many of 
these politicians were members of the 
PPP under Bhutto and, ironically, one 
of the major reasons given by the gov- 
ernment for opting for the non-party 
course is to keep the PPP out of power. 

“They accuse the PPP of corruption 
and want to stop it from capturing 
power,” said an Islamist intellectual, 
“but they are paving the way for let- 
ting all the corrupt elements of the PPP 
into power through the back door of 
partyless polls as long as they accept 
the military’s terms.” 

While a large number of consti- 
tuency bosses have agreed to partici- 
pate in the elections under Zia’s rule, 
the government seems to have given up 
trying to secure the agreement of major 
political leaders for its scheme. Last 
month, veteran politician Asghar 
Khan of the Tehrik-e-Istiqlal party 
was released after five years under 
house arrest, still insisting on removal 
of martial law. The PPP’s influential 
. Sindhi leader, former chief minister 
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release, 
rumours that he might make his peace. 

Both Asghar and Jatoi were served 
several orders restricting their move- 
ment around the country to prevent 
them from mounting a fresh anti-gov- 
ernment campaign. But Jatoi received 
a rousing reception when he went to 
his home village 250 km north of 
Karachi, in one of the biggest anti-gov- 
ernment demonstrations since last 
year. The government also released 
Mumtaz Ali Bhutto, cousin of the 
former prime minister, only to put him 
on a flight to London in a replay of the 
case of Bhutto’s daughter Benazir 
(REVIEW, 2 Feb.). | 


umtaz' exile leaves Mairaj Mu- 
hammad Khan, president of the 
leftist National Liberation Front, as 
the last notable political detainee. By 
releasing detainees while maintaining 
restrictions on their movement, the 
government expects to defuse political 
tension and gradually 
pave the way for re- 
moving the old opposi- 
tion leaders from the 
political scene. 

Opposition leaders 
say, however, that the 
going for Zia's new po- 
litical order will not be 
smooth. “If we get even 
a week of open politi- 
cal activity, we will 
show them how wrong 
their calculations are,” 
said Nawabzada Nas- 
rullah Khan, president 
of the Pakistan Demo- 
cratic Party and a vet- 
eran of several multi- 
party opposition cam- 
paigns for democracy. 
“There is still opportu- 
nity for the rulers to negotiate with the 
moderate opposition, but after some 
time they will be up against a situation 
where no one will beable to help estab- 
lish control.” 

Some observers point out that the 
course is fraught with dangers for Zia 
and even a successful election does not 
mean a successful transition to civilian 
rule. Zia, they say, has wasted oppor- 
tunities and lost friends, leading him to 
a situation where an elected assembly 
— however controlled its election — 
would be tempted to challenge his au- 
thority. 

Friction is expected also between 
Zia and his future government as it 
will not be easy for the president to 
share power after almost eight years of 
arbitrary rule. The armed forces and 
the bureaucracy also are sure to resent 
having to answer to an elected assem- 
bly in a power-sharing arrangement. 
As a fall-back position, Zia already has 
started saying he will not lift martial 
law until a stable, Islamic government 
has been established after elections. Kl 
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The Far Eastern Economic 
Review is now publishing 
a quarterly index which 
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to. one led in Los Angeles, 
heavily advert ised in an Eng- 
anguage newspaper published in 
ngkong. Its advertisment said that it 
ught engineering at the BA, MA and 
Dlevelsand thatitwas “authorised” 
-confer degrees by the State of 
fornia. 

John corr esponded with the institu- 
n, was immediately accepted, re- 
ved the necessary student visa with 
ehelp of the university and in a mat- 
‘of weeks arrived in Los Angeles. But 
n he went to the university's offices 
plan his classes, he found it was no- 
ng more than a three-room suite in 
:e building. He was told that at- 
ing classes or seminars was un- 
'5sary; instead he was to earn his 
degree through correspondence 
courses or by dropping off his answers 


ersity’s telephone receptionist. 
Fortunately for John, he had friends 
in Los Angeles who were studying at a 
properly accredited university. They 
dhim that the university to which he 
d already paid hundreds of dollars 
sa sham, that it was not recognised 
licensed engineers in the US and | 
hat the degree he wastoreceivefromit | 
газ а useless scrap of paper. John can- 


ed admittance to a properly accre- 
1 university and began his en- 
jeering studies anew. 
John'scaseistypicalofthoseofmany | 
| students who have been misled 
ese so-called universities, which 
artise both in the US and abroad 
nd which are springing up all over the 
JS. Many are in California, located 
here because of a quirk in state laws 
hich have deemed these institutions 
al businesses. (One such university 
тегу advertised in the REVIEW. Its 
ertisments are no longer accepted 
the REVIEW, and this article was 
nmissioned to inform readers of the 
gers of becoming involved with 
iinstitutions.) 
Often charging upwards of US$4,000 
or a PhD, they frequently confer their 
egrees within a few months of a stu- 
nt’s entry, requiring little or no 
dying or research. They have no 
issrooms, libraries or full-time facul- 
ty. Students send so-called research 
papers by mail to the institutions’ part- 
time faculty — usually teachers at rec- 
! titutions seeking. extra 





open-book examinations to the uni- | 


d his contract with the school and | 






| cabinet-level federal agency. Each 


а 


d 


money. The universities offer reduced 


| rates for students agreeing to receive 
| their BA, MA and PhD degrees fromthe - 


same institution. Some of the univer- 
sities arrange elaborate graduation 
ceremonies and photograph their stu- 


dents in traditional cap- andrews 


commencement garb. 


Despite the.. schools’ legitimate- 


sounding names and degrees, they are - 


not accredited. Their degrees arethere- 
fore not generally accepted by poten- 
tial employers or professional organi- 
sations and they are an embarrassment 
to educators working at properly 


accredited institutions, who consider | 


David КЕ PhD, is an assistant 
professor of communication arts at 
California State Polytechnic University, 
Pomona, and is coordinator of the uni- 
versity's journalism department 
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them a dark spot on the Ameri ican edu- 
cational process. 
In California, anyone can open ub a 
university simply by demonstrating to 
the satisfaction of the state's Depart- 
ment of Education that he has 
US$50,000 in cash, real estate or per- 
sonal property and by testifying that he 
for “educational 

purposes.” € ting these condi- 
tions, as Du 15ection 94310 (c) of 
the California Education Code, a uni- 
versity set up today by any Tom, Dick 
or Harry worth US$50,000, tómorrow 
could begin conferring degrees which 
would be legitimate in a strictly legal 
sense. | RO 
 Inthe US, universities generally rec- 
| ognised as legitimate by the academic 
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€ A universi ty set up today by 
any Tom, Dick or Harry worth 
US$50,000, tomorrow could 
begin conferring degrees which 
would be legitimate in the 
strictly legal s sense. 9 





community must be ee accre- 
dited by one of six regional accrediting 
associations. Accreditation is a lengthy 
and difficult process, with the univer- 
sity's faculty, course offerings, library 
and other tangibles coming under close 
scrutiny by a panel of accreditors be- 
fore the hallowed “accredited” stamp 
of approval is given. 

The six regional accrediting associa- 
tions are themselves accredited by the 
US Department of Education, a 


i prestigious pri va 
_state-supported |. 


| architecture. 


! word ' 'authorised 





accredited university — w 
е. university or a 
stitution must 
meet the appropriate regional accredi- 
tation E i enum stand- 
ards. * x nc ? 
The Six associatiosis.6 are: the Middle 
States Association of Colleges and 
Secondary Schools; the New England 
Association of Colleges. and Secondary: 
Schools; the. North-Central Associa- 
tion of Colleges) and Secondary 
Schools; the Nortt rest Association of 






















Secondary and. chools; the 
Southern Associé E olleges and 
Schools, and th Association 


of Schools and Colleges; The last or- 


| ganisation accredits universities and 
colleges in California’ and in other 
western US states.: 


To get around the acereditatiod obs- 


tacle, some of the-universities not 





accredited by these six regional associa- 
tions have formed their own accredit- 
ing association, enabling them to boast 
in their promotional. literature that 
they are accredited. Prospective stu- 
dents must ask: accredited by whom? 
Accreditation is critical in the US be- 
cause only properly accredited univer- 
sities can confer teaching credentials, 
administer state and federal seholar- 
ship funds, transfer academic creditsto 
other accredited institutions, and pre- 
pare students for state licensingi insuch 
professions as engineering, medicine, | 
law, dentistry, pharmacy, nursing and ! 











for act¥edita- 
ociations. The 
en used by the 
js, but it does 
1 < accreditation. 
Similar catch-words and phrases used 
in the advertisements of non-accre- 
dited or improperly accredited univer- 
sities include: licensed, registered, leg- 
ally recognised, incorporated or appli- 


There is no substitut 
tion by one of thes 






credited. univer 
connote prop 


"cant for accreditation. 


Some of these institutions apply an- 
nually to one of the six recognised ac- 
crediting associations for accredita- 
tion — knowing it wi t be forthcom- 
ing — so that they can use the last 
catch-phrase. in thei romotional lit- 
erature. | 

To avoid this t 
dents. seeking aunivi : 
























| foreign | stu- 


published annually. 
Association of. 
and Admissions Off 
Council on Ровї-бес‹ 
These lists are mad 
public in most cour 
rican embassies and 
Information Service 
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Опе telephone call does it all. Hyatt s new 
computerized reservations system can confirm 
reservations instantly, at any of our worldwide 
hotels. 

Our sophisticated system confirms rooms and 
rates. performs instant currency conversions and 
offers detailed information on every Hyatt Hotel. 
You can reserve special accommodation like 
ocean front rooms or extra-firm bedding. arrange 
dinner reservations and limousine service. 

Hvatt helps take the guesswork 
out of planning international travel. Call 


us now and see. WI SH 
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in 27 countries worldwide, call Tokyo 
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Innovation born out of tradition. 


For some the name Saab-Scania means speed, for technology to meet the needs of exclusive market 
others it means strength. For many it brings comfort, ^ segments: heavy trucks, transit buses, up-market 
economy and performance, allied to sound engineer: passenger cars and aircraft for regional traffic. 

ing and innovative design. Our combined experience 

in the development and manufacture of automotive , From the world acclaimed Saab Turbo passenger 





jj and aerospace products adds up to almost a car to the Saab-Fairchild 340 regional airliner, from 
^ century's tradition of quality and a reputation for Scania's heavy trucks and "Silent Citybuses" to mili- 
product innovation. tary aircraft and communications satellites, there 
runs a common theme. The theme of applying our 
High technology to meet human need traditional strengths to developing products of the 
Saab-Scania products grow out of a policy of future. 


concentration and specialization. Using advanced 
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Leaders in specialized transport technology. 
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beneath Japan's Korea boom 


By lan Buruma i in Seoul 


Ww: a microphone in one hand and 
a cup of sake in the other, older Ja- 
panese men like to let off steam by 
singing maudlin avartime songs about 
marching through Manchuria or dying 
in the plains of north China. This sum- 
mer, however, a-new and rather un- 
usual song entered the Japanese reper- 
toire: a Korean ballad entitled Back to 
Pusan, made popular by the South Ko- 
rean idol Cho Yong Pil. This is almost 
as if an Israeli folk song were to be- 
come the rage in Bavarian beer halls. 
But it is part of a new Japanese fash- 
ion, known as the Kankoku boomu 
(Korean boom). 

It has been going on for some time, 
this new interest in things Korean, but 
it became a'true boomu since South 
Korean President Chun Doo Hwan's 
visit to Japan (REVIEW, 13 Sept.). The 
demand for: books about Korea 
prompted Tokyo's largest bookshop to 
create a special section on the penin- 
sula. (Typically, the most popular of 
these works deal with the Korean view 
of Japan.) It has also become fashiona- 
ble to learn the Korean language. Ap- 
parently Korean-language materials 
sold by NHK; the national broadcast- 
ing company; are second only to Eng- 
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Campus riot in Seoul: utem PI. 
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lish textbooks in reader popularity. 

Japanese film-makers are paying 
some long overdue attention to the 
plight of Koreans living in Japan, long 
a taboo subject in Japanese entertain- 
ment. Ironically, despite the South Ko- 
rean Government's frequently voiced 









|$ 


concern about compatriots in Japan, | 


these films cannot be shown in South 
Korea. They are considered to be too 
political. Even Nagisa Oshima's fa- 
mous film, Death by Hanging, which 
was strongly critical of Japanese treat- 
ment of Koreans, was never shown. 
Many South Koreans, despite their at- 
tacks on Japanese discrimination, ap- 
pear to resent the stereotyped view of 
Koreans in Japan asa poverty-stricken 
and downtrodden underclass. 

Certain Korean-Japanese writers 
are asserting themselves now too. And 
though it was whispered for a long 
time that many Japanese sports and 
showbusiness celebrities are of Korean 
descent, it was bad form to say so in po- 
lite society. This has changed as well. A 
weeklv magazine recently published 
an article entitled “Korean Power,” re- 
vealing the Korean background of a 
whole host of popular singers and 
sportsmen. It seems that having a Ko- 
rean lineage is 
gaining a certain 
cachet in a coun- 
try where opinion 
polls traditional- 
ly put both Ko- 
reas at the top of 
the most-hated- 
nations list. 

It is hard to 
tell whether this 
boom is as ephe- 
meral as most 
in Japan — for 
instance, the 
"Mona Lisa 
boomu," when 
young girls tried 
to acquire the 
enigmatic smile 
by plastic sur- 
gery. Still, a Ja- 
panese interest 
in South Korea is 
in itself a healthy 


sign. 
One would ex- 
pect the South 


Koreans to re- 
spond positively 
to this Japanese 
trend and take 








Chun and d Nakasone: true boomu. 


pride in a local pop star being idol 
in Japan — even though they mi 
have decidedly mixed feelings абир 
Japanese singing about returning to 
Pusan. Perhaps it could even bring the 


two countries close enough together to 
cultural barriers 


break through the 
which have divided them for so long, 


hes: 


sidi 


ers, on the South Когеап 
zh. There is a total banon © 
| Japanese films and Japanese music, 










especially pop songs. While Japanese 


academic books and fashion magazines: 


can be sold in South Korea, Japanese 


comic books, political magazines and” 


newspapers are strictly controlled, 
Only about 500 copies of the large Ja- 
panese daily, Asahi Shimbun, are sold 
in the entire country 


So far, however. the Kankoku 
boomu has changed nothing. The bans: 
are still firmly in place. An idem 


mooted last year by Japanese Foreign 


Minister Shintaro Abe to establish а 
government-level Korea-Japan Cul 
tural Committee has been effectively 
stalled by South Korea. Indeed, the 
sudden Japanese interest in South 
Korea has sparked off some fierce re- 
thoric in Seoul 


The most conspicuous critic of the 


trend is Kim Dae Jung (no relation to 
the opposition leader), the political 
editor of Chosun Ilbo, one of the three 
major South Korean newspapers. In 
his column he called the Kankoku 
boomu a prelude to a "Japanese cul- 
tural invasion." Kim holds that "to 
dominate the world in the next cen- 
tury, Japan must first dominate Asia 


To do this, it must patch up relations? 
in this | 


with South Korea. However, 
day and age, the old imperialist 
methods will not wash. Instead, Japan 
will laugh with us, sing with us and 


· make us assimilate their culture.” 


Although many Koreans privately 
think Kim's language is too extreme, it 
is the kind of stuff which, in the words 
of a Japanese foreign correspondent, 
"sells papers in South Korea." Kicking 
Japan in public is always popular and 
nobody would dare criticise those who 
indulge in this national pastime. This 
is especially true when such emotive 
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1 tat TI s UK 1. га as 
. usec - for it is this aspect of the Japan- 


ese ê colonial period which still rankles 
Soreans most. 
NM. ` The bitter memory of 35 years under 
Japanese rule is always evoked as the 
— explanation for South Korean defen- 
М, | siveness against Japan. It was used as 
— the official reason for slowing down 
_ {Һе cultural-committee proposal. This 
may seem atavistic in an age when the 
— majority of South Koreans could not 
T possibly share this memory. The 
— trauma is real nevertheless — the pre- 
sent generation of university students 
T is perhaps even more violently anti- 
Japanese than their parents. They 
exemplify the collective and seeing 
j - eternal hatred Koreans call *han," 
í qm to "won," hatred a 
__ from personal experience. The potent 
“mixture of both, “wonhan,” a kind of 
—smouldering historical resentment of 
T foreign oppression, is often thought to 
cbe the key to Korean culture; a result of 
being squeezed between China and 
- Japan thr paghout history. 
P p What made Japanese colonisation 
“unique was precisely the attempt to 
E "Japanise" the colonial subjects. Ko- 
—reans had to adopt Japanese names, 
__бреак Japanese, worship Japanese 
1 . deities and sacrifice their lives for the 
— Japanese emperor. Thus, an indepen- 
E dent nation with its own language and 
s cultural identity was threatened with 
‚ә extinction. It was the very proximity, 
5 à ethnically, geographically and cultur- 
pe ally of Korea and Japan which made 
_this a real threat — after all, the Bri- 
; Bitsh, even if they had wished, could 
А E: ever have turned all Indians into Eng- 
- lishmen. 
"Although total assimilation of Korea 
bs in the Japanese cultural orbit never 
_ quite came to pass, there are many grey 
| areas — popular songs are опе, hence 
a ` the sensitivity about them — where it 
is hard to tell modern Korean culture 
i + and the Japanese colonial heritage 













| apart. М any it 
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sti itutio r ns, suc | 
pany managetiient, the le pe 
government Soin laiatvation, the po- 
lice, the censorship laws, are partly 
of wholly leftovers from the colonial 
age. Students shouting anti-Japanese 
slogans still wear. Japanese student 
uniforms; even modern Seoul looks 
like Tokyo. 

So, the Japanese trauma in South 
Korea goes much further than the 
memory of a bitter past. It cuts straight 
through to:the question of Korean 
identity, made even more complex by 
the deep split between North and 
South. Modernisation and, Japanisa- 
tion since the late 19th century went 
together on the Korean peninsula and, 
in the South they still do to a large ex- 
tent. A senior official at the South Ko- 
rean Ministry of Culture and Informa- 
tion sighed: “Look around you; we are 
already so much like Japan. If we had 
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e be dom inated ev j , 
The point is that to feel truly К koreak, 
one must differentiate oneself from the 
Japanese; or, further still, to be Korean 
is to be anti-Japanese. Of course, being 
on the periphery of one of the world's 
great civilisations; China, Koreans 
have always been defensive about their 
cultural identity, but the Japanese an- 
nexation of Korea. came at a particu- 
larly crucial time in Korean history. 
For, though Koreans always had a 
sense of belonging to one culture, the 
sense of nationhood came quite late. 










his really began in the late 19th cen- 

tury when Korea emerged from its 
hermit's cave. Unlike Japan, with its 
large and energetic samurai class, 
Korea had no elite to turn the country 
into a modern nation. The traditional 
elite, the yangban, a kind of bureau- 





The pride and prejudice 
sapping roots old and new 


ang Tae Ho is a 38-year-old Korean 
born in Japan. He speaks no Ko- 
rean. In an interview with Asahi Shim- 
bun he made it clear he does not like to 
be told to learn Korean either: "Rather 
than having some abstract mother 
country foisted upon one, it would be 
much better to learn about universal 
human values." He also pointed out, 
proudly, he “is not Japanese, but not a 
miniature citizen of the old country 
either. We are Koreans in Japan . 
While the first generation of Koreans 
in Japan came here against their will, 
we like living here." 
Yang has just published a book, We 
Can't Go Back to Pusan — а pun on the 
title of the Korean song currently so 





remp cem rise against the Japanese: real trauma, 





popular in Japan, called Back to 
Pusan. According to the Asahi Shim- 
bun 88% of Koreans in Japan are now 
of the second generation, like Yang, or 
even third. It is only natural that young 
people who have often not even been to 
Korea, North or South, should assert 
their new Japanese roots. 

This is not always easy. A cultural 
generation gap between immigrant 
parents and their children is a problem 
all immigrants have to face. This is 
hard because cultural continuity is the 
only anchor many parents have to re- 
tain their own identity. It is bad 
enough for a Turkish “Gastarbeiter” in 
West Germany to see his children shun 
the mosque and frequent discos. It is 
worse for Korean parents to see their 
children become part of the culture 
which caused them so much harm in 
the past. 


cratic aristocracy, had exhausted itself 
through endless infighting in the capi- 
tal. It lacked cohesion and the ability 
to transmit its values to other classes 
and serve as leaders. 

Not only did the Japanese step into 
the vacuum with the modernising zeal 
so typical of the Meiji period, but they 
discredited the old yangban even more 
by turning them into collaborators 
with remarkable ease. This, too, con- 
formed to an old historical model in 
Korea, where the upper classes were 
traditionally associated with foreign 
— mostly Chinese — influence. Thus, 
Korean nationalism is not just anti- 
foreign, but anti-establishment, a pat- 
tern which can still be seen on South 
Korean campuses today. 

Despite the undoubted benefits of 
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modernisation;; which Japan impa- 
tiently and often heavy-handedly im- 
posed on Korea, nationalism would not 
go away; in fact, the Japanese presence 
— being both foreign and the estab- 
lishment — strengthened it. It came to 
a tragic climax inthe massive, peaceful 
nationwide demonstrations on 1 
March 1919. Thisery for independence 
(staged by. the common people, as op- 
posed to theold upper class, which was 
largely pro-Japanese) was violently 
stifled by the Japanese, but 
it was the foundation of 
modern Korean national- 
ism. As Gregory Hender- 
son puts it in his book, 
Korea: the Politics of the 
Vortex, it was “one of the 
few events of [Korean] his- 
tory in which pride is 
shared and closely felt. For 
the first time they were 

Added to this is pressure 
from both governments of 
the Korean peninsula, 
especially North Korea. 
Encouraging patriotism 
among overseas “compat- 
riots" is essential to main- 
tain their lobbying power. 
North Korea, along the 
lines of its juche (self-re- 
liance) principle, tries to 
keep the roughly 200,000 
members ofthe Chosen 
Soren (General Associa- 
tion of Korean Residents in 
Japan) rigidly separated 
from the rest of Japanese 
society. The pro-Pyong- 
yang Koreans have their 
own schools, banks, trad- 
ing companies and univer- 
sities. Schoolchildren from 
the North Korean schools 


Koreans demonstrate in Tokyo: obstacle to integration. 
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which — whether it likes it or not — is 
partly Japanese, and the envious awe 
in which modern Japan is held by the 
young. While grandfathers secretly 
sing Japanese drinking songs 
perhaps even those about marching 
through Manchuria — their grand- 
children dance to Japanese disco-music 
The combination of love and hate in 
those who cannot help but be influ- 
enced by the old enemy isa most explo- 
sive mixture 





in Japan are instantly recognisable by | are rapidly becoming like old people's 


their traditional Korean uniforms. 
This type of nationalism is a major 
obstacle to integration. The fact that 
the Chosen Soren as well as the pro- 
Seoul Mindan (Residents' Association) 


united behind an idea, not fragmented 
by competition for the same power. " 

This anti-Japanese demonstration 
still serves as the basis of South Ko- 
rean legitimacy — vis-à-vis the North 
— as the true carrier of Korean na- 
tional destiny. The preamble of the 
Constitution of the Republic of Korea 
since its inception in 1948 states that it 
is “imbued with the sublime spirit of 
independence as manifested in the 1 
March Movement.” The Constitution 
of the (present) Fifth Republic em- 
phasised it once again. 

If Japan were just a unanimously 
hated enemy, things would be fairly 
simple. Japanese culture then would 
be seen as less of a threat. What com- 
plicates matters is the large residue of 
nostalgia among the older generation, 
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homes, suggests that the young are 
well aware of this. Thus the title, We 
Can't Go Back to Pusan, is not only 
witty, it is also patently sensible. 

— JAN BURUMA 


Many of the policymakers in South 
Korea today are from the generation 


least influenced by Japan. The techno- | 


crats of the So-called Hangul (after the 
Korean script) generation grew up 
under the extremely anti-Japanese 
government of Syngman Rhee. Their 
parents, educated by the Japanese and 
vulnerable to accusations of collabora- 
tion, shielded, the Hangul children 
from things Japanese. Those who could 


afford it sent their brighter sons to be | 


educated at American universities. So 
while these gum-chewing intellectuals 
are as anti-Japanese as all good Ko- 
reans, they can — in the words of a 
South Korean ex-diplomat — “at least 
be rationababout it." 

The Hangul generation tends to dis- 
miss Japan. This is rationalised by 











claiming that modern Japan is nothing 
but a copy of the West and if there 1s 
anything to be learnt one might as well 
turn to the West itself. This attitude 15 
reflected in the so-called national ШЕ 
erature movement started by a groups 
nationalist writers branded as dissi- 
dents. Raek Nak Chong of Seoul Nas 
tional University, a proponent of nas 
tional literature, says that Japanese 
literature is hardly discussed and at 
any rate has little too offer, “sọ We бап 
bypass Japanese literature 
and go straight to the 
Western classics.” 


goes for every other aspect 
of modern Korean culture 
This idea of by-passing 
Japan to get to the Teal 


flection of the historical 
rivalry between Korea and 
Japan in their relations 
with China. Korea, while 
proud of its independence; 


ximitv to the Chinese 
metropole and made the 
Japanese out to be country 
cousins, who got everys 
thing third-hand, from 
Korea 





he Hangul intellectuals 

deliberately play down 
the fact that Western mods 
ernism came to Kores 
through Japan. Moreover 
the process of moder 
Western culture entering 
South Korea through a Jas 





on, however much the 
Hangul generation tries to 
negate it. The younger 
generation today 15 more 
exposed to modern Japans 
ese mass culture than those who grew 
up in the 1950s and 1960s, partly 
because Japan itself is now а much 
greater economic force, and 
Korea affluent enough to be strongly 
influenced by it 

Because of this, the strong anti-Jae 
panese feelings of the present-day stus 
dents are more emotional and complex 
than the much more intellectual aps 
proach of the Hangul crowd. Like 
their Japanised grandparents, the 
young hate their own attraction To 
Japan. 

This is rather like the attitude to the 
United States of Japanese and West 
European student radicals during the 
1960s. Thev were so deeply influenced 
by American pop culture that even 
their anti-Americanism was often di- 
rectly inspired by the examples of Ann 
Arbor or Berkeley. Being influenced bs 
the popular culture of economically 
dominant powers 15 the inevitable cone 
sequence of having an open economic 
system. Traditions are swept away m 
the tide of modern development. This 
can be especially hard on developing 


What goes for literature 


cultural source is alsoa тес 9 


liked to claim closer prosi 
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panese prism is still going 


South | 





"the" Sou th Ke 
Wi is shakier than iot, South 
constantly has to prove its 
Es as the true carrier of Ko- 
in culture in the propaganda war 
it the North. It accuses the North of 
туте traditional culture, while 
Istering its own legitimacy by en- 
couraging such traditions as pottery, 
ake | of etiquette, masked dances. 
nusic and so on. 
Although such cultural forms no 
loubt will survive they have little to do 
th modern life and all its concomit- 
| “spiritual pollution." In fact, the 
bee d and less-dynamic society of the 
th is better placed to protect the 
jurity of its values — however dis- 
0 pe they may be — than the open, 
jitalist system of the South, inevita- 
sly ' influenced by the outside world. 
Indeed, North Korea, continuously 
cuses the South of selling out to the 
apanese and Americans. It also likes 
о point out the painful fact that while 
he North purged from its ranks ex- 
collaborators of the Japanese, the 
South did not. This means that, what- 
e the demands of rational politics 
па} be, South Korea, at least periodi- 
k pe to demonstrate its anti-Ja- 
ese credentials. For otherwise the 
orth can score points in the legiti- 
ac’ stakes. 
C b. a unified Korea might be confi- 
pnt enough to face Japan without 
g defensive. This is not likely to 
come about soon, nor would Japan 
Wa nt it to, and so it will have to live 
ith South Korean animosity for a 
g time to come. п 
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Le of bitterness 


The Japanese Colonial Empire, 1895- . 
1945 edited by Ramon H. Meyers and 
Mark R. Peattie. Princeton University. 
Press. US$62. | 


J apanese colonisers were a mixed and 
often extreme bunch. They were 
ruthless, efficient, earnest, brutal, im- 
aginative, zealous, modern and bi- 
goted. They represented both the best 
and the worst of their craft; they left a 
modern infrastructure in Korea and 
Taiwan, which put those nations in the 
forefront of Asian modernisation. 
They also left a legacy of bitterness, 
which indirectly led to civil war and 
still poisons Japanese relations with 
both Koreas. 

Much has been written about the 
worst aspects of Japanese colonisa- 
tion: the brutality of the police, the 
economic exploitation, the hard labour 
of Koreans in Japan, the forced par- 
ticipation in World War II, the at- 
tempts to eliminate indigenous cul- 
tures, 
aborigines and so forth. Indeed, the 
dark side of Japanese colonisation has 
been stressed so much that the real 
benefits have been largely forgotten — 
as Peattie says in the introduction to 
this excellent book: “. . . the ruthless- 
less and insensitivity. with which 





After earthquake and decay, Burma's past 
falls victim to rascals and vagabonds 


| By Rodney Tasker in Pagan 


ў \ n incident earlier this year at the 
"historic site of Pagan illustrated. a 
с har acter: when а part of the Buddhist 
ational heritage is at stake, it is all 
ha: inds to the pumps. 
In an unpublicised robbery, thieves 
ma naged to carry off eight heavy stone 
Buddha images from the Ananda 
) pagoda and the nearby archaeological 
useum in Pagan. It was the first 
ajor robbery from the ancient former 
Burmese capital where priceless relics 
are as numerous as the weeds which 
creep over the decaying remains of 
some 2,000 Buddhist monuments em- 
bedded in the 20-m? site on the left 
3 Sank of the Irrawaddy river. 
` As Pagan officials tell it, each image 
vould have to have been carried by 
t Куо or three thieves. But the crooks 
- managed it. It was only a matter of 
time, however, before they were 
54 di 
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caught with their booty — about two 
weeks, in fact, as the locals helped 
police to track down the thieves as far 
away as the other ancient capital of 
Mandalay, some 90 miles to the north- 
east. 

All the Buddha images were reco- 
vered and restored to their rightful 
places, and more than 20 robbers were 
arrested, according to local sources. 
None of the thieves would reveal the 
name of the "Mr Big" who conceived 
the plot, but knowledgeable Paganese 
believe the operation was planned in 
Shan state, to the east. It appears that 
the images were meant to be transfer- 
red through the state into Thailand, 
where each could be expected to fetch 
thousands of dollars, compared with 
the Kyats 10,000 (US$1,190) per head, 
so to speak, promised to the gang by 
the boss. 

Stealing Buddha images from Pagan 


the massacre of Taiwanese. 


Japan set about applying the Meiji 
domestic strategies overseas should 
not cloud our judgments about their 
purpose, work, or effectiveness. " 

The effectiveness was real enough. 
Education was modernised (it was the 
Japanese who first encouraged educa- 
tion for girls in the eolonies); agricul- 
ture made vastly more productive; 


railway lines laid and a sophisticated 


communications network built. Mod- 
ern medical services,and a healthier 
environment drastically. reduced the 
death rate in Korea and Taiwan. To be 
sure, the Japanese had their own in- 
terests in mind and the colonies were 
ruthlessly exploited — development 
and exploitation went together. The 
problem with most books about the 
period is that they concentrate on 
either one to the exclusion of the 
other. 

In what is probably the least-biased 
history to date, many myths are 
scrutinised and dispelled. One of the 


“most pervasive myths in J apanese his- 


toriography, much of which is Marxist, 
is that the main force behind Japanese 
expansion was economic: capitalism 
leading to imperialism. As Peter Duus 
points out, however, imperialist. mo- 
tives were as much political as econo- 
mic. 


is not that difficult, provided you have 
the manpower. There are few police 
around, and no high security fences 
around the monuments. But in Burma, 
it seems, it is just not on. In fact, many 
of the thousands of foreign tourists 
who trek to Pagan every year try to buy 
original Buddhist relics from the 4,000 
poor Burmese who make up Pagan’s 
population. But some of these tourists 
find that even a fistful of dollars will 
not prise Buddhist antiques from the 
local people, however poor. 

“Only the rascals and vagabonds sell 
Buddha images,", commented one offi- 
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| 
Taiwan's key civil administrator Shimpei Goto; 
Japan's empire (1895-1945): civilising mission. 


Much of this had to do with national 
pride. Japan was a Johnny-Come- 
Lately as a world power and felt it 
needed an empire'to be taken seriously. 
The original Japanese empire-builders 
were not necessarily militarist reac- 
tionaries. This myth is adressed in sev- 
eral essays, tracing Japanese attitudes 
toward colonialism. Marius Jansen 
shows that many of the early propo- 
nents of Japanese imperialism were 
liberals, influenced by social Dar- 
winism, a popular theory in late-19th 
century Europe. They believed that the 
Japanese, as a superior race, had the 
duty to take its less-favoured brothers, 
such as Koreans, Taiwanese and 
Micronesians, under their wing. Like 
the French, the Japanese felt they had 


cial. “Even the poorest villager will 
smile but decline to sell.” Whether or 
not they should be classified as rascals, 
several Chinese merchants sell pur- 
ported Buddhist antiques in Rangoon. 
And in neighbouring Bangkok, 
"genuine Pagan antique" is a winning 
sales tab in antique shops, though Bur- 
mese officials claim that most of these 
are fakes. 

Meanwhile, restoration work on the 
Buddhist monuments in Pagan is al- 
most finished, according to officials. 
The area was hit badly by an earth- 
quake in 1975, registering six on the 


Pagan museum: priceless relics as numerous as weeds. 
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to embark on a civilising mission. 

To be civilised meant to be Japanese 
and it was the ultimate goal of Japan- 
ese colonisers to “Japanise” the citi- 
zens of their empire. In the 1930s and 
1940s, Japanisation was also a way to 
mobilise the colonies for the Japanese 
war effort. Because the Japanese pro- 
fessed to be anti-colonial — meaning 
anti-Western — they insisted that the 
colonised people look, act and think 
like Japanese; all this to support the 
fietion that they were not really col- 
onised at all. 

This worked up to a point with 
Taiwanese and Micronesians, who had 
little national identity to begin with; 
and the Chinese who objected strongly 
to Japanese rule were invited to go to 


Richter Scale. The 
worldwide attention, 


event drew 
particularly 


from archaeological enthusiasts wor- 


ried about the extent of the destruction 
of a site unofficially dubbed “the 
eighth wonder of the world.” Two or 
three temples were totally destroyed, 
but at least the ground-level shrines 
remained largely intact. 

In the earthquake's wake, the Bur- 
mese Government formed a committee 
to restore the monuments, Funds came 
pouring in — Kyats 4 million from vol- 
untary donations in Burma, a similar 
sum from the government, and dona- 
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China. Koreans, however, were much 
tougher to turn into second-class Ja- 
panese citizens. They had а strong 
identity; indeed, they felt culturally 
superior to the Japanese. 

Although they did not like it, most) 
ended up playing along with the Jas 
panese anyway. In a fascinating chapa 
ter on publication policies, Michael - 
E. Robinson explains how the Japanese? 
lured even Korean nationalists into 
their camp. They did it by supporting 
moderate elements in they 
nationalist struggle, while violently) 
clamping down on the radicals and 
leftists. This was to have severe repere 
cussions later. Robinson points oll 
that "even though the moderate s 
nationalists had found a way to remain 
relatively active during the colonial 
period, their very success in getting by 
in colonial society compromised ther 
legitimacy as nationalist leaders after 
the demise of Japanese rule 

This is not the kind of thing most 
South Koreans want to hear. Bitter 
ness and wounded pride still prevent 
the intelligentsia especially from fae- 
ing their colonial History dispassion= ы 
ately. This is understandable. For, i) 
the words of Bruce Cummings, “an | 
aging and tainted leadership in the 
South met a voung and vigorous 
leadership in the North, and the result, 
in part, was civil war." And this, what 
ever the benefits of Japanese moderni- 3 
sation, was surely too high a price to 
pay. — IAN BURUMA 


tions fromsympathetic foreign countries: 

The pagodas and temples. most gfi 
which were built during the 11th-1318 
centuries, when Pagan was Burmas 
capital, were gradually restored. TRE 
restoration committee originally ages 
reed that 50 monuments should be 
given priority status, and in subs 
sequent years about 25 a year were s 
chosen. Now nearly 300 have been T€ 5 
paired. 

Among those outsiders helping with 
the restoration effort was Unesco: 
Apart from donating photographie 
and other equipment, Unesco arranged 
for teams from Yugoslavia and Italy to 
visit the site. The Yugoslavian team 
comprised earthquake experts from 
Skopje, the city in Yugoslavias) 
Macedonian area devastated by am 
earthquake in the 1960s Italians 
sent experts in mural renovation 

King Pyinbya, the 34th king in theg 
dynasty who founded Pagan in the 
llth century, should be pleased. 50 
should the successive kings, particue 
larly King Anawrahta, who presided 
over much of the architectural, rehgi= 
ous, iconographic building extrava- 
ganza which produced such enduring 
monuments of the faith. And would-be 
robbers should tread lightly 
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Kamaluddin in Dhaka. 

e member states of the Organi- 
ation of the Islamie Conference 
OFC) have finalised а draft 
ent in Dhaka to launch an Is- 
einsurance Corp. as a regional 
г, along similar lines to or- 
ons in other parts of the world. 
asic objective is to help “spread 
cross the political boundaries of 
5 over a large geographic area." 

Islamic Re, as it is called, will 
in authorised capital of US$200 
and paid-up capital of US$50 | 
"The corporation will operate | 
essional reinsurer, accepting | 
s from insurance markets in the 
* countries and elsewhere, and 
off that part of the risk it does 
ish to retain. Priority, however, 
iven to the national insurance 
einsurance markets of the 
tates. In addition to investing 


ndustry which will be available to 
a ional insurance agencies of 
er countries. 














embers of the corporation, the 
agreement says, “will ensure an 
y cession of 10% share of 
tward treaties" to ensure the 
ic viability of the corporation. 
estment income from the 
million paid- -up capital, the 
tion is unlikely to face any 
ow problem in its first few 


econd experts' group meeting 
ance and reinsurance of the 
in Dhaka in October, ob- 
It must, however, be emphati- 
ed that the establishment of a 
Yeinsurance institution like 
posed Islamic Re will not solve 
‘insurance problems of the Is- 
ountries, nor will it mean total 
n of reinsurance. business from 
juntries which usually flow to 
ditional Western reinsurance 



























аа objective of the proposed 
) create a common base for 
countries in tackling the 
problems of | 
dly. The business.to be ceded 
proposed corporation will only 


requirements of the individual 
ntries and as such its capacity will 


ction of insurance information — 
the development of expertise on 


IC suci er states which be- 
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all portion of the total reinsur- 
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Бави be supplementary to that of 
[the] Western reinsurance markets.” 


UM eade the expert group felt | 


that the for mation of the Islamic Re 


will mark the beginning of an effective | 
will.. 


form of cooperation which 
strengthen insurers of Islamic coun- 


tries in countering any cartel pressure: : 
imposed by the Western reinsurers in | 
4 mittee of the Islamic Chamber of Com- 
| 
i 
| 
i 
| 
| 
| 


London, Zurich, New: York and else- 


where, The organisers of the Islamic | 
4: change in. Jeddah 


Re, while preparing the feasibility re- 


| port, faced difficulties in obtaining in- | 

formation about the insurance market | 

in member states, and had to settle for | 

only sketchy information provided by | r 
| ^| the Islamic Chamber 

In the absence of reliable informa- | 

tion on the size of the reinsurance mar- |. 


some members. 


ket in the Islamic countries, a figure of 
US$2-4 billion has béen mentioned: 
Islamic insurance executives. Shams 
Islam, chairman of the organisi 


committee and managing director of- 
the Sadharan Bima Corp. (a generalin- | 
surance company in Bangladesh) told | 
the REVIEW that even if the proposed. 


Islamic Re gets 10% of the business, it 


is likely to start with an annual 


guaranteed premium income of 


` US$200-400 million. “Business will be 


transacted and fund utilisation will be 
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made strictly under the Islamic law." 

^ The proposal for cooperation among 
the Islamic countries in the field of in- 
Surance and reinsurance was first 
made by Bangladesh at à conference of 
the Chamber of Commerce. and Indus- . 
tries of the Islamic Countries in 
Karachi in December. 1978. In a sub-- 
sequent meeting of the executive com- 


merce, Industry and Comi nodity Ex- 
arch 1979, 

m job. of : 

study and | 









Bangladesh was. 
undertaking a. easi 

also of convening a me 
anceexperts from 


is: freinsur-- 
er countries of 


he feasibility report” as sub- 
mitted to the general meeting of 
the Islamic. Chamber in Kuwait 
in February 1981 and was accepted un- 
animously. An expert- -level meeting on 
insurance and reinsurance was held in 
Dhaka in April 1982 and recom- 
mended setting up an Islamic insur- 
ance and reinsurance corporation, The 
13th conference of Islamic foreign 
ministers in Niamey, Niger, in August 
1982 decided to circulate the recom- 
mendations to member states and the 
International Association ^óf Islamic 
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Government officials are attempting to change the whole - 
motivation for Japanese investment in Thailand 


By Paisal Sricharatchanya in Bangkok 


fter successive failures, the Thai 
Government is renewing its at- 
tempt to correct the country's ehronic 


and deteriorating trade imbalance | 
with Japan. But this time, Bangkok is | 


| 
E 
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employing à new strategy. Unlike pre- 
vious efforts focusing on the liberalisa- 
tion of Tokyo's trade barriers 
yielded little concrete result — the em- 
phasis is now on areas such as invest- 
ment and aid. In short, the Thais want 
to restructure all aspects of Thai-Ja- 
panese economic relations. 

Several elements of the new ap- 


amanan: 


proach demonstrate Bangkok’s deter- 


mination to bring about an improve- 
ment and suggest the country may be 
moving in the right direction. 





~ which. 


“The. 


previous emphasis on trade now has 
been shifted to investment — particu- 
ae tas ventures in е SS 
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Banks for their views on whether they | 
conform to the sharia (Islamic law). 

Countries and institutions such as 
` Jordan, Iran; Qatar, Morocco, Kuwait, | 
Algeria, Gambia, Bangladesh, the In- 
ternational- 


and the Islamic Chamber generally ap- 
proved the plan in terms of its com- 
pliance with the sharia. However, the 
issue was raised again at the 14th Is- 


lamic foreign ‘ministers’ meeting in- 
Dhaka in December 1983, where it was 
decided that the second expert group. 


meeting on the subject should be held 
in Dhaka in October. The draft agree- 
ment now will be placed before the Is- 
lamic foreign ministers’ meeting to be 
held in North Yemen in late December 
for final approval, after which member 
states would be requested to become 
shareholders of the corporation. _ 

At least 10 countries would have to 
sign the agreement for its formal ratifi- 
cation. Member states of the POI anda 


and bos; more from | Thailand had little 
impact on the overall trade account. 
Most of the Thai exports. are com- 
modities, marine products, and tex- 
tiles — all of which are in highly com- 
petitive sectors of the world market —- 
while Bangkok, almost by necessity, 
has to import Japanese capital goods 
and machinery owing to their price 
competitiveness and acceptable qual- 
ity. 
` The private sectors in. both countries 
annually set up trade targets, but these 
are never fully met since there is no fol- 
low-up mechanism. As a result, the 
trade deficit has widened sharply — 
from US$333 million in 1973 to US$1. 6 
billion, or more than 40% of Thailand's 
total trade deficit last year. Similar is- 
sues relating to Japanese trade bar- 
riers were raised during the last 
ministerial meeting of the Thailand- 
Japan Joint Committee on Trade, held 
here in July, but there was no tangible 
agreement (REVIEW, 16 Aug.). 
Bangkok-based Japanese business- 
men agree that the new focus on ex- 
port-oriented industries is potentially 
Hie e sight Approach. But basic differ- - 


Association of Islamic 
Banks, the Islamic Development Bank. 





national insurance/reinsurance  in- 
stitution nominated by the member 
` states will be eligible to join the new 
| body. Each member will have to sub- 


scribe to an ordinary share of US$1 


milion and an additional share of 


.US$4 million without voting rights. 


The Islamic Development Bank and 
other financial institutions and invest- 
ment companies also will be ap- 
proached to provide equity support to 
the member states. 


eferring to the cartels of West- 
Ў ern reinsurers, the feasibility 
“A report of the proposed Islamic 
Re said: “Arbitrary rate hikes, imposi- 
tion of harsher terms and conditions 
than the situation warrants are some of 
the ill-effects of such monopolistic 
conditions which the developing coun- 
tries encounter while seeking reinsur- 
ance coverage from these specialised 
markets . 

It also quoted from a United Nations 





ences in the: perception of this subject 
— plus a host of other structural prob- 
lems that can retard the development 
of such industries = suggest there will 
be no easy solution. Bhichai and other 
Thai officials maintain that the bulk of 
Japanese investment in the manufac- 
turing industry here carries rigid ex- 
port-restriction conditions. In some 
cases, prior approval must be sought 
from the firms’ Tokyo head offices. The 
charge has been denied by the Japan- 
ese. 


Д7 tod unjiro Nishino, a long- 
time resident of Thailand who is 


‘chairman of Toyomenka (Thailand) 


and director of half a dozen other Thai- 
Japanese joint-venture firms, very few 
companies are restricted by: such con- 
ditions. “It is true that most of the pro- 
ducts are sold locally because the 
domestic business is better [in other 
words, easier]. Exports are very com- 
petitive on price. Japanese multina- 
tionals, which have operations here, 








also have similar joint ventures in 


many other countries. Hence, there is 
| little room n [foi export]." 
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Thai-J apanese onl y entur е5 OF 
wise — was irsi promoted me 
two decades ago. These indus 
originally designed to sub 
ports. In the process, they wi 
corded excessive tariff and othe 
of protection. The end result 
manufacturing sector broad! 
with inefficiency, depender 
import content, and relying 
the domestic market. 

Japanese investment feature: 
in these categories, given the fac 
the Japanese traditionally haw 
the largest foreign investors in j 
land. As of June, the aggr 
tered а of 








f 1 holly 
and joint enfe) n an ted. 
tional privileges by the В 
vestment (Bol) | topped Baht 19 
lion (US$72.6 million). This ас 
for 25.8% of all Bol-promote 
registered capital, leavi ing the. Û 
States a distant second place - 
10.3%. (Actual Japanese n 
much of it in place b 
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Echoing а Bol-adopted 
policy, Bhichai said promo- 
ional privileges now will be 
granted only to companies 
that produce or process for 
export while efforts to re- 
structure existing industries 
(to make them more export- 
oriented) will continue. (The 
Bol also accords priorities to 
"industries that are labour intensive, lo- 
‘cated outside Bangkok, and utilise 
local raw materials.) 

. Bhichai claimed that Japanese pri- 
Vate-sector representatives have 
Teacted favourably to the govern- 
ment's plans. Negotiations are in pro- 
gress to restructure a number of exist- 
ing ventures which currently import 
pai from Japan, to produce the 
parts locally and later for export. On 
potential future joint ventures, he 
pointed to the prospect of setting up 
shipbuilding and repair facilities here 
for small coastal vessels of less than 
2,000 dwt to serve demand from In- 
donesia, the Philippines and Malaysia. 
—— But, despite the government's confi- 
dence, there is scepticism in Japanese 
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The influence of Australia’s FIRB 
_ wanes, but the government 
de ies it will be dismantled 


By Hamish McDonald in Sydney 


_ (Australian Treasurer Paul Keating's 
| office is steadfastly denying that 
he plans to kill off the Foreign Invest- 
- ment Review Board (FIRB) — but busi- 
_ ness believes otherwise. Keating's sus- 
pension of FIRB guidelines on local 
_ equity in merchant banks — for a year 
_ from September 1984 — remains the 
10051 concrete example of a relaxed 
E policy on foreign investment. But hints 
_ of broader changes — including great- 
'er business representation on the FIRB 
|— have been emerging, financial 
analysts say. 
__ One clue came in the sharp takeover 
- battle for the Australian-based house- 
- hold-products maker, Nicholas Kiwi 
‘(known for its aspirin and shoe 
| polish), in which the FIRB approved a 
proposal by Britain's Reckitt and Col- 
тап to Australianise its local sub- 
 Sidiary and merge it with Nicholas 
| Kiwi operations in Australia. In the 
end, Consolidated Foods Corp. of the 
United States won, with a bid for 
Kiwi's foreign assets and a local re- 
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$ and Taiwan are so successful 
in exports today because 
they have constantly 
climbed up the technological 
ladder. The biggest draw- 
back in Thailand is the slow 
progress in technology. You 
have to pay a price for it. Ja- 
panese firms are reluctant to 
transfer technology to Thai 
employees as they often move to other 
companies which offer them more pay. 
There is also no teamwork among the 
[Thai] firms." 

While reiterating that Japan would 
be prepared to buy more Thai pro- 
ducts, if their prices and quality are 
right, the Japanese Chamber of Com- 


e South Korea 
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merce has told the Thais to cut manu- | 


facturing costs, develop new exporta- 
ble commodities, issue longer-dura- 
tion work permits for Japanese techni- 
cians and streamline the taxation sys- 
tem. Since some of these proposals in- 
volve inter-agency bureaucratic red 
tape, a packaged solution is bound to 
take time. 

Another important aspect the Thais 
want adjusted centres on the strings 


structuring. Keating said this result 
was consistent with FIRB principles, 
because it would lead to a net increase 
of beneficial Australian ownership of 
Australian assets. 

That may have been the case, but it 
also meant foreign control of one of the 
country’s few big manufacturers with 
an international market. Keating's ac- 
tion did not cause a ripple in the Aus- 
tralian Labor Party, which came to 
power in March 1983. “I think that it 
would have been inconceivable two 
years or even 18 months ago,” said 
Sydney merchant banker Ross Grant 
of Hill Samuel Australia. 

The board was set up in 1976 to ad- 
vise the treasurer on all large foreign 
investments, including takeovers, 
using guidelines shaped by the conser- 
vative government of the day — such as 
the 50% local-equity requirement in 
resource and agricultural ventures. 
Critics said its vague charter gave the 
board ample leeway to frustrate in- 
vestment moves by delay without hav- 
ing to make an outright refusal. The 
FIRB was also useful for treasurers to 
hide behind. 

Initially under Prime Minister Bob 
Hawke, the FIRB tightened up its ap- 
plication of the guidelines. This is now 
widely attributed to zealous Treasury 
officials, who manage the FIRB opera- 
tions, anticipating Labor policy. In 
fact, as Keating grew more comforta- 
ble, he took more decisions on his own 
shoulders. In a liberal direction, he an- 
nounced in December 1983 that exist- 
ing foreign-investment policy would 
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10mic Cooperation Fund (OECF). Al- 
tho gh Thailand at present ranks 
among the largest recipients of such 
funding — and a cross section of pub- 
lic-sector development projects have 
clearly benefited from it — there is 
growing concern in some government 
quarters over the conditionality in- 
volved. The OECF funding, in essence, 
requires engineering design to be done 
by Japanese consultants or those from 
recipient countries. But the Thais have 
come to the conclusion that Japanese- 
designed engineering plans tend to 
favour Japanese suppliers, thus ex- 
tending the country's reliance on 
Japan, though the Japanese have re- 
peatedly denied this. 

Reflecting this resentment, Com- 
munications Minister Samak Sun- 
daravej raised a storm early this year 
when he tried to terminate an OECF 
loan for the engineering design of the 
Laem Chabang commercial deep-sea 
port (REVIEW, 2 Feb.). But since the 
loan was officially committed by the 
Thai Government previously, his move 
was aborted. Given that OECF condi- 
tionality is practised worldwide, 
Bhichai conceded that it may be tough 
to negotiate for more liberal terms. JJ 


remain — rejecting Labor Party plat- 
form demands for 51% local equity in 
resource projects, but tightening con- 
trols on urban property and farmlands. 

Speculation that Keating might now 
go the whole hog and do away with 
FIRB came after New South Wales 
Premier Neville Wran, who is national 
president of the Labor Party, predicted 
the “eclipse” of the FIRB at a business 
lunch in London in October. “In a 
thoroughly mature economy, there is 
no justification for a body such as the 
FIRB,” Wran was quoted as saying. 

Keating's office says that the FIRB 
will be retained — but its eclipse may 
still occur. One rumour has it that 
Keating will refer investment bids to 
the board, rather than have the board 
carry out screening as it does now. 
Other analysts see Keating's "prag- 
matism" simply overshadowing the 
board's natural tendency to stick to the 
letter of the rules. 

The apparent easing of foreign-in- 
vestment policy is attributed to several 
factors. Many larger Australian firms 
have outgrown the domestic market, 
and are investing abroad (among them 
the miners Conzinc Rio Tinto of Aus- 
tralia and Broken Hill Proprietary Co., 
the transport firm T. N. T., Rupert 
Murdoch's media group and the Aus- 
tralia and New Zealand Bank). 
Foreign firms, meanwhile, are credited 
with numerous green-fields projects in 
Australia. And examples of liberalisa- 
tion are now coming from what had 
been the most protected sector of busi- 
ness — finance. 
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OPPORTUNITY. Project financing with REALITY. 
Banque Indosuez:a whole 
world of opportunities, oil 
field financing, but also natu- 
ral energy financing, mining 
and industrial financing and 
special transportation financing. 

Specialized teams master 
both highly technological fi- 
nancing and an intimate know- 
ledge of markets and indus- 
trial matters. Putting to work 
the most sophisticated legal 
and fiscal techniques, they build 
imaginative, original solutions, 
adapted to problems world- 
wide. 

Banque Indosuez project 
financing teams benefit, more- 
over, from technical and logis- 
tical support offered by an 
international network present 
in 65 countries. 

An international French 
bank, a bank with human di- 
mensions, Banque Indosuez is 
active throughout the world in 
the financing of major projects. 

Banque Indosuez opens up 
a whole world of opportunities. 


BANQUE 
INDOSUEZ. 
A WHOLE WORLD 
OF OPPORTUNITIES 


BANQUE INDOSUEZ 


Head atice anilevard Haii 
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a new tum. | р Car of the future; NX 


MEX, 


Because for us a car is never a cold! 
Nissan gives new meaning to reliability т maiter—it snou be 

alive with ideas that turn into the 
Discover a new dimension to the to respond to your needs quickly utmost security once the car is 
quality that made Datsun a trusted апа efficiently. Our technology in your hands. And that's why you ca 
name around the world. is one of the world's most advanced, take any Nissan vehicle anywhere. 

At Nissan, the Datsun tradition is. and it's backed by an attitude that And depend on it. Completely. 

alive and well and better than ever. welcomes challenges. Besides, you'll 


Our international manufacturing and Яла the same innovative technology 
service network gives us the capacity and quality in every car we make. AV ISSAN 





IC for computerized cars 
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100,000 SUBSCRIBERS IN JUST 
TWO BIRTHDAYS. 


More circulation in more major cities in more 
major countries. That's what it takes to be the leading 
U.S. business publication in Europe and Asia. And 
we accomplished it in such a short time. 

Outside our North American home, FORTUNE 
Internationals circulation is larger than that of The 
Wall Street Journal and Business Week. We also lead 
in sales outside the U.S. and home country, with more 
circulation than Germany's Capital, France's Nouvel 
Economiste, the United Kingdoms Financial Times, 
and Hong Kong's Far Eastern Economic Review: 

Our prestigious, influential subscribers are your 
prime prospects for business advertising and con- 


t 


O 1954 Time Ink 





sumer products and services. Fifty-three percent are at 
top-level management positions; 79% have interna- 
tional business dealings. 
Do business with FORTUNE and vou will have 
something to celebrate, too. 
In Hong Kong. contact Martin Clinch, Martin 
Pini 


Clinch and Associates Ltd., at 5-273525. Telex: 76041 
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Westinghouse 
helps you lighten the cost 
of your energy load. 


There's no single approach to saving energy. It 
takes a coordinated effort on three fronts. Efficient 
generation of electrical energy. Products that use less 
energy. And systems that use advanced technology 
to monitor, control, and manage energy usage. 

Westinghouse can help. We give you many ways 
to reduce energy costs. We have energy manage- 
ment systems that make energy more productive by 
controlling its demand, use, and scheduling. Induction 
heating systems that minimize cooling and reheating 
time, and accomplish more work with less energy. 
Flue gas sensors and combustion trim controls that help you get the most out 
of combustion. Elevators that save up to 35 percent of energy over comparable 
Systems. Energy-efficient distribution systems. Programmable energy controllers 
And much more. 

. Formore information on how Westinghouse can help you lighten up the energy 
E Lr equus ado oficoin Singapore, Tokyo, Hong Kong, Taipei, 
eo Manta on lee 
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Hongkong’s fragitientedl¢ electronics sector encounters 
some rough times, but government help is unlikely 


By Paul Sillitoe in Hongkong | 

he idea of an organised restructur- 

ing of any industry in Hongkong is 
bound to raise eyebrows, so the future 
of the electronics industry has been a 
hot topic in Hongkong this year. De- 
bate began in earnest following publi- 
cation in аа of a yeluminous gov- 


overcoming them. - ds 

The industry, composed for the most 
part of a jumble of small assemblers 
who are unable to make the invest- 
ments in technology demanded by 
competition from other low-cost 
suppliers, is at the mercy of brutal 
swings in demand in Western markets. 
Yet its importance to Hongkong's 
trade is large and growing: while elec 
tronics products made up 12.9% of 
Hongkong’s domestic exports in 1977, 
by 1983 the percentage had risen to 
22.8% (though it eased marginally to 
21.7% in the first half of 1984). 

But it appears increasingly unlikely 
that various public and private propo- 
sals for rationalisation will be 
adopted: laissez-faire is habit-forming 
in Hongkong. The problem is mainly 
one of funding: the government will 
not be seen to be offering a subsidy to 
industry — however indirect — while 
the industry has proved extremely un- 








receptive to the idea of a levy on ex- - 


ports as a way of raising the cash. 

More likely is that a handful of 
larger companies will rise from the 
jumble to become serious contenders 
on the world stage. This has important 


7. implications for investors, as under- 


lined by two recent studies of the in- 
dustry's quoted firms by brokerage 
houses Hoare Govett (Far East) and 
Vickers da Costa and Co. 


In general, both point to the present | | 


shape of the industry as being both a 


strength and a weakness: small is 
beautiful in an, assembly "industry 
where equipment investment is limited 








and speed of response to equipment 
manufacturers’ demands is the deter- ^ 


minant of success. | 

But that sales-oriented flexibility is 
also a limitation ——one which was, per- 
haps, overlooked as the Hongkong dol- 
lar's decline helped spur exportstó new 
heights. As the Hongkong Productivity 
Centre put it: “The industry has. |. de- 
veloped characteristics of size, 'struc- 
ture and capitalisation which make it 
most difficult to move up-market." 
m fact, a udis census тое и the 
| value. 


medium: term, but adds: 


dividends growth . . 


attributes will include specifie manu- 






| and Wong's — several e 
along this route, or atl 
Por some, c Е ti 


E fr om Vickers arid a" foley 
| Hoare Govett), attributed : 
half of total sales to Atari at 
venture company, 
1982, the year video 
sour. In 1983 that share wa 
3096 and has fallen still f 
the end of the joint ventur 

Wong's reported pre-tax 
HK$96.88 million i in the yi 





the council found that turnover:asset | 
ratios of Hongkong electronics com- 
panies run as high as eight or 10:1, 
against a normal maximum- in ihe. 
United States of 2:1. ps rr | 
As a whole, the industry i is ner : 








capitalised, short of research- and- | December 1983, дом 
development (R & D) skil E © million in 1982. The ind 
reliant on a relatively sma: number | ings, as a group, have be 
of overseas equipment manufacturers Atlas reported р 


HK$71.48 million in 
March 1984, up ror n HE 
lion. Elec & Eltek's `$ x Té 


— corporations not noted for their | 
loyalty to components suppliers, who | 
themselves operate in markets that can | 
change overnight: witness the Atari | 

| 


Inc. video-games mor of 1982 and | 30 J une ‚ 1984, up fom 








HONGKONG’ S DOMEST! c EXPORTS 
OF ELECTRONICS PROPUCTS 


(HES million) 
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End products | 
Electronic watches & clocks 1,176 | +388 | +21 
Audio products (radios, cassette | | 

recorders, tapes} 2,520 4.430 | £76 | +3 
Telecommunications 22 2,848 | 12,800 |; +350 
Electronic & TV games 242 0,847 | +663 | -13 
Video products (cuv ers and A | | 

tapes) n е 565 | 418,700 | +115 
Calculators ^ 388 466 | +30 | +5] 
Computer-r elated ‘complete | i 

computer units peripherals) 9 817 | 
Photographic electronic flash | 

units Au 143 | 
Photo-copying appa ratus | 0 We 
Electronic measuring E 

instruments d | 6 28. 

$ 140. 





Others ^s | 55 
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boards, diodes 

_ watch movements} 
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Source: Vickers da Costa and Co. 
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the backlash on Wong’s Industrial | lion. But Conic reported a pr 
(Holdings) 1983 profits. | of HE$44.66 million in the yi 
` Hoare Govett thinks the В & D | December 1983, against a pre-t 2 
weakness should improve in the | fitof HK$37.21 million. 
“The com- | 
panies which will be successful in | 
generating high rates of earnings and | 4 
. over the next few | 
years are those that have already de- 
voted resources to these areas.’ " Their 


b quick (and expensive) : 
personal computers and р 
сери ient headed off much f 
damage for Wong's — unt 1 
market for microcomputers 
nasty. Wong's reported a НА 
lion loss for the six months io 
1984. Further diversification 
sophisticated double-sided and 
layer printed circuit boa 798 | 
and greater use of subeontrac 
assembly should see a return t 
fitabilitv in 1985, 
However, precisely because the 
little competition just now 
layer PC Bs, a number of i 


















facturing expertise, a broad product | 
range, a diverse base of blue-chip cus- | 
tomers, a strong presence in markets | 
not much open to new EO Ep ы and | 
a strong balance-sheet. 

Of the 10 listed companies covered 
| by both brokers’ reports — Atlas In- 
dustri sB BR deena ona fom In- 
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medium to longer term, competition 
could become as intense as it is now in 
single-sided PCBs. Wong's is also pre- 
paring to re-enter the US telephone- 
products market, wracked of late by 
excessive competition, quality prob- 
lems and a government-mandated 
change of operating frequency. The 
telephone shakeout has affected the 
results of several companies. 

Probably the most attractive elec- 
tronics operation from the investor's 
point of view, for the medium and 
longer term, is BSR, a primarily British 
manufacturer of turntables during the 
1970s which came to grief in the early 
1980s. Hongkong company “doctor” 
Bill Wyllie turned BSR around from 
1982, building on the success of Astec, 
a Hongkong subsidiary making power 
supplies (a key component of all micro- 
computers). 

Since then BSK has been steadily 
Asianised, its strength in power sup- 
plies backed up by a substantial R & D 
programme with a view to cutting 
manufacturing costs and broadening 


HONGKONG'S ELECTRONICS 
SHARE OF ALL 
DOMESTIC EXPORTS 
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its product base to include an array of 
computer and telecommunications-re- 
lated components. As BSR's customers 
include many of the major US micro- 
computer manufacturers (IBM, DEC, 
Wang et al) it should actually benefit 
from the current travails of the indus- 
try, as the strong force out the weak. 
Beyond that, it should gain from its 
ability to develop and market elec- 
tronics products, rather than piling 
into high-volume vogue lines. Hoare 


^"Govett sees 1985 pre-tax profits of £40 


million (US$51 million); Vickers says 
£38.2 million; both rate BSR a "buy." 
Others to watch: Elec & Eltek is very 
strong in PCBs, though weak in tele- 
phones; modems, cellular phones and 
computer products hold promise for 
the future. Evergo also is moving into 
computers (it already makes an IBM- 
compatible micro model) Johnson 
Electric is a rather different animal. It 
specialises in custom-designed micro- 
motors which are used in a broad range 
of consumer, office and light-indus- 
trial products; that range is tending to 
broaden. п 
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A Taiwan electronics group hopes to make its name 
well known as a multinational exporter 


By Carl Goldstein in Taipei 


R iding on the success of a push into 
production of computer equip- 
ment, Tatung Co. is about to become 
Taiwan’s leading exporter, pushing 
aside RCA Taiwan for the top spot. 
With US$187 million in export sales in 
the first 10 months of 1984, the long- 
established electronics and home- 
appliance maker seems set to exceed 
US$200 million in foreign shipments 
this year — most of it in computer 
peripherals — on top of the one-third 
of its turnover generated by is sizable 
manufacturing operations in the Unit- 
ed States and Europe. 

The spurt in export sales — up from 
only US$97 million in 1983 — repre- 
sents another step in the transforma- 
tion of the 66-year-old company into 
an export-oriented multinational. 
Substantial overseas sales of TV sets, 
electric fans, rice-cookers and other 
appliances are nothing new for 
Tatung. However, company executives 
are looking mostly to hi-tech sales, 
particularly computer peripherals, to 
push exports towards their long-term 
goal of 40-50% of total turnover. 

“The hi-tech area is the fastest- 
growing part of our business, so we ex- 
pect it to become more and more im- 
portant to the company,” said W. S. 
Lin, president of Tatung. In 1983, ex- 
ports represented 16% of total rev- 
enues of NT$23.5 billion (US$602.5 
million), while in 1984 that percentage 
may grow to slightly more than 20%. 

Tatung’s push into high-technology 
electronics is only just beginning. It is 
already manufacturing and selling 
micro-computers in Britain, while in 
Taiwan it is developing a higher pow- 
ered computer for sale under its own 
name. 

In 1972, Tatung set up the first of its 
12 overseas subsidiaries. The most im- 
portant of these are Tatung Co. of 
America, Tatung (US) and separate 
trading companies in Tokyo and 
Osaka. By 1983 overseas subsidiaries 
were contributing 32% of total sales. 

The profit picture from overseas 
units is more problematic. Tatung does 
not release figures for most of its over- 
seas units’ profits. But the results have 
certainly lagged far behind the propor- 
tion of revenue contributed from over- 
seas. The company's total profits in its 
year to December 1983 amounted to 
NT$582 million, double that of the 
year before. 

The best performer in 1983 was 
probably Tatung (UK), a striking turn- 
around for the failing Decca colour-TV 
factory in England, which Tatung 
bought in 1981 for £1.2 million (then 
worth US$2.4 million). By the last 


quarter of 1982 the factory began to 
turn a profit. 

The unit earned £2 million (US$2.56 
million) on sales of £31.2 million in 
1983, according to C. I. Tsent, director 
of the Taipei office of Tatung Interna- 
tional Corp. — which is the group's 
Luxembourg-based centre for Euro- 
pean marketing. Tsent said, however, 
that the economic downturn in Britain 
this year probably would keep sales 
flat and wipe out profits. Still, the ac- 
quisition of the Decca plant was a vital 
move for Tatung, as it gave the com- 
pany a manufacturing base in Europe. 

The factory now also produces 
videotape recorders and computer ter- 
minals for sale in Britain and other 
European countries, thus helping 
Tatung circumvent restrictive Euro- 
pean Economic Community import 
rules. 


atung Co. of America is thought to 

be barely breaking even. Sales have 
been moving upward only slowly, from 
US$43.7 million in 1982 to US$50 mil- 
lion in 1983, though the company says 
it hopes for faster progress this year. 
Two plants in the Los Angeles area and 
one in Atlanta, Georgia, produce elec- 
tric fans and colour TV sets. 

Tatung's exports of computer 
peripherals to the end of October 1984 
amounted to US$142 million, and 
company officials said they expected 
that to rise to near US$160 million by 
the year-end, up from US$40 million in 
1983. Very little of this output carries 
Tatung's brand name. Most is original 
equipment manufacturer (OEM) busi- 
ness under contract to big computer 
firms in the US. OEM contracts are at- 
tractive to many Taiwan companies, 
because they provide easy access to key 
markets. They also reduce the need to 
make the expensive — and for most 
companies, impossible — step up to the 
status of a recognised and trusted 
brand name. 

According to the research depart- 
ment of Investec-Gemini, a local hi- 
tech management consulting firm, 
Tatung is currently manufacturing 
30,000 terminals a month on an exclu- 
sive OEM contract with IBM, 25- 
30,000 floppy-disk drives a month for 
Control Data, about 5-6,000 
daisywheel printers and about the 
same number of monitors. 

Yet, some industry observers say, 
Tatung may be losing out on substan- 
tial business because it is too bureau- 
cratic and slow to react. “Market win- 
dows open and close so fast that if you 
can't have the product on the shelves 
three months from the time of the 
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Convenience and a fair market return 

. With Capital Preservation Fund International, 
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procurement specialist 
AIL 
— Despite the conventional wisdom in 
| Taiwan that local peripherals manu- 
- facturers will have to stick to OEM 
- sales, Tatung is trying to develop its 
- own line of computers. With its strong 
- financial base and with an overseas re- 
~ search and development (В & D) and 
E action capability, the company 
| hopes to carve out a niche for it- 
self 
| ik The centrepiece of this effort is the 
_ Einstein, an eight-bit microcomputer 
_ that has just gone into production at 
Tatung Computer Systems’ Telford 
plant in Britain. The sales target is 
— 20,000 units in 1985, priced around 
£500 each, plus 60,000 *micro-Ein- 
ү 5 sins," a smaller, cheaper model — 
both aimed primarily at the British 
market. 
— The company's projections may be a 
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E 
__ Ву Manik de Silva in Colombo 


- ncentives for exports, more protec- 
- Wtion for efficient local industries and 
tax breaks for the middle class feature 
| prominently in Sri Lanka's budget for 
- 1985. The spending plan, presented оп 
— 14 November by Finance Minister 
- Ronnie de Mel, also includes incentives 
- for investment and for companies to go 
= public. 
_ The finance minister has forecast a 
— budget surplus for the year beginning 
1 January 1985, while warning that 
| there is “no room for complacency.” A 
.1984 balance-of-payments surplus, 
— largely because of strong world tea 
_ prices (REVIEW, 11 Oct.), allowed de 
- Mel to make a moderately favourable 
| economic forecast for the coming year. 
__ Thenew revenue measures will leave 
a surplus of Rs 8.3 billion (US$325.49 
| million) over recurrent expenditure, 
forecast at Rs 30.37 billion, before cap- 
- ital spending of Rs 29.53 billion. 
- De Mel, who made a passing remark 
— about the importance of maintaining 
| “a realistic exchange rate," was other- 
- wise silent about the value of the cur- 
_ rency. He is under heavy pressure both 
ы from the Treasury and industry to de- 
value the rupee, which has been ap- 
preciating in recent months against 
—much stronger European currencies. 
But the indications are that the con- 
` tinuing pegged crawl downwards will 
- be allowed to continue, at least in the 
immediate future. 
к. De Mel's new 1985 revenue propo- 
sals were estimated to yield a net Rs 1 
billion after increases from income tax 
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ish compu: . publications. The major 
stumbling block is likely to be the fact 
that it is not Apple- or IBM-compati- 
ble. So far there is little software avail- 
able to run on it. 


















дса element in Tatung's hopes of 
becoming a recognised computer 
manufacturer in its own right is its 
R & D capability. Some analysts feel 
the company has not devoted sufficient 
resources to R & D yet, though there is 
work being done in several centres. 
Domestically, there is Tatung Elec- 
tronics Co., one of 15 domestic sub- 
sidiaries, and the Information Science 
Department of the Tatung Institute 
of Technology, a company-funded 
school. Also, Tatung is participating 
with .several other local computer 
firms in research at the state-run Elec- 
tronics Research Service Organisation. 





Bri- | volved in 










participants are Tatung Science and 
Technology (TST) set up in California 
in 1983, and Tai-Tatung, near the Bos- 
ton, Massachusetts hi-tech zone. These 
units are intended to benefit from their 
proximity to the many other com- 
panies engaged in research and pro- 
duction. TST is credited with the deve- 
lopment of Tatung's TCS-6000, a 16- 
bit business personal computer due to 
go into production in Taiwan in 1985. 

Lin said Tai-Tatung is involved par- 
ticularly in defence-related work, in 
which he said the company hopes to 
build up its business. 

Tatung's performance in 1983 and so 
far this year marks a dramatic turn- 
around from the 1981-82 recession. 
After years of rapidly rising revenues, 
sales dropped 8% from 1980 to 1981, 
and profits plummeted from US$16 
million to US$780,000, as Tatung suf- 





Adjusting to a surplus 


_ Sri Lanka's strong tea-export earnings give it breathing 
. Space їо restructure government finances 


of Rs 285 million; turnover tax, Rs 1.08 
billion; import duties, Rs 175 million; 
excise duties, Rs 430 million; motor 
vehicle licences and other fees, Rs 65 
million, and interest receivable, Rs 200 
million. These are offset by reductions 
in income tax of Rs 136 million; turn- 
over tax, Rs 133 million; stamp duty, 
Rs 25 million; import duties, Rs 180 
million; export duties, Rs 740 million; 
wealth tax, estate duty and gifts tax, 
Rs 19 million. 

The minister said he expects approx- 
imately Rs 14 billion in foreign aid, 
both in grants and concessionary 
loans, as well as domestic loans of 
Rs 9.1 billion from the state-run Em- 
ployees' Provident Fund and National 
Savings Bank. 

The government has long been under 
pressure to reduce personal income 
taxes, which in Sri Lanka are higher 
than in any other Asian country. The 
high tax rates have encouraged wide- 
spread evasion, and tax-free emolu- 
ments for employees of the government 
have bred resentment among middle- 
class workers in other sectors. De Mel 
has taken note of these feelings in in- 
creasing the general tax-free income 
allowance from Rs 18,000 a year to Rs 
24,000. He also widened the tax bands, 
so that a private-sector employee earn- 
ing Rs 2,000 monthly who formerly had 
Rs 61 deducted will now pay nothing. 

The government — which is un- 
happy about the country's export per- 
formance — announced some new in- 
centives for export industries. In addi- 





tion to a continuing five-year tax holi- 
day for these industries, de Mel an- 
nounced a further 10-year "half-tax 
holiday" for selected non-traditional 
industries. "This relief is designed to 
promote industries based on local raw 
materials and those where the value 
added by domestic labour is very 
high," the minister said. He added that 
only companies will enjoy this benefit: 
dividends paid from such profits will 
be taxable. 


: nvestment relief also has been offer- 
ed to industries setting up in high- 
unemployment areas outside Colombo. 
Investors in projects which create at 
least 25 jobs will enjoy relief up to a 
third of their assessable income. De 
Mel has also closed some tax loopholes. 
He has placed a ceiling of Rs 500,000 а 
year for tax deductions, though dona- 
tions to government will be exempt. 

On company taxation, de Mel — who 
has previously provided a wide range 
of incentives for companies to go pub- 
lic — has announced income-tax 
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cession. In 1982, there was an improve- 
ment in profits to US$7,25 million, but 
sales sank even further. 

It was only in 1983 that the com- 
pany’s sales recovered their 1980 level, 
though profits remained slightly 
lower. The company says 1984 sales 
(through October) have already 
reached US$792 million, 35% more 
than the full-year 1983 total, and may 
go as high as US$1.05 billion. 

Electronics has not been the only 
contributor to the relatively rosy pic- 
ture Tatung is contemplating this year. 
Sales in the industrial-equipment sec- 
tor, which includes motors, generators 
and machine tools for both export and 
domestic markets, have already sur- 
passed 1983 levels by 35%. Sales in this 
sector have benefited from the strong 
performance of Taiwan's economy this 
year, which has boosted demand for all 
types of industrial products. п 


exemptions for individuals оп di- 
vidend income up to Rs 12,000 a year. 
The large majority of companies pay 
50% tax on their profits (40% in the 
case of quoted companies). Dividends 
declared by them are again liable to 
taxes in the hands of shareholders. The 
effect of this combined taxation has 
been to inhibit company formation, 

“The present system of taxation of 
company profits also has inhibited the 
development of an active sharemarket, 
which is a prerequisite for a healthy 
corporate sector. The government in- 
tends to do everything possible to en- 
courage company formation and the 
growth of the sharemarket,” de Mel 
said. The revenue loss from this propo- 
sal will be a modest Rs 30 million. 

De Mel also announced some 
changes in capital taxes, a reduction 
on stamp duties payable to govern- 
ment to discourage undervaluation of 
properties, and an attack on wide- 
spread tax evasion. The Inland Rev- 
enue Department, which is now being 
computerised, receives a lot of infor- 
mation on evasion but finds it difficult 
to follow it up. Under the new order, it 
will be obligatory for taxpayers to give 
their national identity card numbers in 
the case of individuals (or business 
registration numbers where businesses 
are concerned), in certain financial 
and legal transactions. 


"Initially these requirements willre- | 


late to [selected] transactions such as 
deeds of transfer of property, applica- 
tions for fixed deposits in banks and 
other financial institutions, applica- 
tions for registration of motor vehicles 
and applications for letters of credit. I 
also propose to make it obligatory for 
self-employed professionals to main- 
tain fee books or receipt books in a pre- 
scribed form," de Mel said. Extensive 
publicity will be given for increased 
rewards for tax evasion information 
and a concerted effort will be made to 
ensure that firms liable for busi- 
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ness turnover tax" actually pay it. 

Currently only 65,000 businesses — 
of at least 200,000 which are liable — 
pay the tax, which is the government's 
principal source of revenue, the minis- 
ter said. i 

On import duties, de Mel said that 
the government has accepted most of 
the recommendations of the Presiden- 
tial Tariff Commission. This panel pre- 
pared a tariff structure covering the 
whole range of imported goods 
grouped into about 2,500 categories. 
The new customs duties are meant to 
provide increased protection for local 
industry, agriculture and animal hus- 
bandry. But where there is a high de- 
gree of protection — leading to ineffi- 
cient production — customs duties on 
competing imports have been reduced 
to spur the domestic sector. 


he main objective of the new tariff 

structure, de Mel said, is to encour- 
age local production, particularly by re- 
moving the bias against production for 
export. The import duty on machinery 
has been reduced from 7.5% to 5%. No 
turnover tax will be imposed at the 
point of import on machinery for in- 


Taiwan electronics workers: an international outlook. 








dustries exporting at least 50% of outs 
put. Duties for essential agricultural 
and industrial inputs such as fertiliser, 
planting materials, metals and CHEMIE 
cals and raw cotton and synthetic 
fibres have been abolished. These steps 
will cost the government Rs 180 mil 
lion. 

In the tea, rubber and coconut sector 
— the traditional tripod on which the 
Sri Lankan economy has long rested = 
de Mel confessed disappointment m 
production performance. He has mee 
duced taxes in some areas to ensure 
adequate producer margins. He also 
has provided for the diversion of a proe 
portion of export taxes during boom 
conditions (such as those tea 15 enjoy- 
ing at present) into stabilisation funds 
to assist the plantation industry during 
rough times 

De Mel made a cigarette 5 cents more 
expensive and a bottle of locally distilis 
ed coconut arrack and foreign-type 
spirits Rs 5 more expensive. The ins 
port duty on rectified spirits imported 
for the manufacture of alcoholig 
beverages also was increased. These 
adjustments will increase excise mes 
venue by Rs 430 million in 1985 п 
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Working Plantation, 
2300 Acres; St. Ann’s Bay, Jamaica 


Large oceanfront acreage on 
Jamaica's north shore has five 
areas of significant profit poten- 
tial for the astute investor: 

Established coconut produc- 

tion with 35,000 trees 

Cattle feed lots and meat pro- 

cessing operation 

Potential for development 

along the 1 mile oceanfront 

Annual pimiento harvest 


e 10-room plantation house and 
lawns, terraces, swimming 
pool, polo field, stables, club- 
house, viewing stand 


Brochure FR-816272. $5,500,000 


Previews inc 
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The terms and price for foreign banks’ access to 
"Australia's chequeing system are still unsettled - 


A 
By Edna Carew in Sydney 
г ound опе in the domestic banks’ 
pa tussle over access to Australia's 
-eheque-clearing system ended with a 
Win for new entrants in mid- 
"November. The battle, however, is not 
“yet over. The major trading banks, 
"which call the shots in the clearing sys- 
"tem, have agreed in principle to allow 
foreign banks access — but have re- 
"treated to review the basis on which 
thes > new entrants may join. The 
examination of entry criteria will 
iocus on cost — which could mean the 
‘Teal crunch is yet to come. 
— So, while Treasurer Paul Keating is 
reading through foreign banks' appli- 
cations for new licences to be awarded 
early in 1985, Australia's major banks 
Will be putting their heads together to 
decide on an appropriate fee to charge 
mew entrants to the system. 
— The question of access to the clearing 
System came to a head recently when 
the proposed Macquarie Bank — due 
— to begin operations early in 1985 — 
(0$ ggested clearing through the Aus- 
_ tralian Bank. This proposal was given 
_ the nod on 15 November by the Austra- 
lian Clearing-house Committee (ACC) 
after vigorous opposition. The com- 
mittee had initially blocked the propo- 
—sal on the grounds that the Australian 
Bank is not a nationally operating 
bank, and that for it to act as agent 
-elearer for another institution would 
contravene clearing-house rules. 
— It was suggested that the Macquarie 
_ Bank should clear through a nationally 
Operating bank to comply with the 
rules. This would entail clearing 
through a bank that handles a far 
la ger volume of transactions than the 
Australian Bank, and it could lead to 
‘delays in clearing the Macquarie 
Bank's paper, reducing its competitive 
position. 
_ The Australian Bank, formed in 
1981, has been a member of the clear- 
ing system since it began operations, 
"though it does not clear in all states. 
Тһе National Australia Bank, one of 
the major trading banks, acts as clear- 
‘Ing agent for the state-based banks in 
States in which they are not represent- 
ed by a branch. New entrants now will 
have the choice of clearing through 
1 of these two banks — or of join- 
ing the clearing system themselves. 
_ The statement from the ACC con- 
firmed that new banks will have the 
- choice of direct or indirect access to the 
-cheque-clearing system. Those who 
- choose direct access will become mem- 
` bers of the clearing house, while those 
_ who prefer indirect access will use 
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another bank as agent to clear their 
debits and credits. The terms on which 
access to the clearing system will be 
granted are the subject of the clearing 
house's review, due to be completed by 
the end of this year, 

The review will consider “appro- 
priate allocation between banks of 
costs incurred in the op- 
eration of the system.” = 
This indicates that entry § 
to the clearing system* 
wil hinge on costs,$ 
rather than on volume of 2 
transactions and rep- 
resentation in all states, 
as has been the case in 
the past. It seems that 
the need to decide on 
how to accommodate 
the new foreign banks 
was behind the speedy 
about-face to allow the 
Macquarie Bank to 
clear through the Australian Bank. 

With that issue solved, the major 
banks can now focus on entry charges 
that will be deemed satisfactory both 
to them and to new entrants. The local 
banks' argument rests on the fact that 
they have built up the clearing system 
over more than a century and borne the 
costs of establishing its operations, 
and that new entrants will ride on their 
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existing capacity and could lead to a 
Questions relating to the cost of up- 
grading the system to cope with more 
banks, what proportion of those costs 
should be borne by new banks, and 
what entry fees should be charged will 
all come under the review now in pro- 
gress. It seems likely that the previous 
clearing-house rules relating to vol- 
ume of paper and national representa- 
tion will be waived in favour of an up- 
front fee and a system whereby banks 
charge each other for the pieces of 
paper transacted. The National Aus- 
tralia Bank recently raised its charge 
to 8 A cents per transac- 
- tion, plus an overnight in- 
terest charge. Entry fees 
for the clearing system 
under the structure are 
rumoured to be more than 
A$500,000 (US$431,000). 
The arguments over ac- 
cess to the system left po- 
tential foreign entrants al- 
ternately baffled or furi- 
ous. It is generally ac- 
cepted, though, that having 
overcome earlier hurdles 
on the question of foreign- 
bank entry, Keating would 
not stand by and see new banks effec- 
tively excluded from the clearing sys- 
tem. It has been suggested that behind- 
the-scenes nudging from the Reserve 
Bank was a driving force in the rapid 
change of heart on the question of al- 
lowing the Macquarie Bank to clear 
through the Australian Bank. Now the 
newcomers need only worry about 
costs. п 


Picking up the threads 


Pakistan expects to become a substantial exporter once 
more, thanks to a good cotton crop this year 


By Mohammad Aftab in Islamabad 


A being hit by drought last year, 
Pakistan hopes to re-enter the in- 
ternational cotton-export market in “a 
big way” this year, according to Ag- 
riculture Minister Mohammad Fazil 
Janjua. With new cotton coming into 
the market since early autumn, pro- 
jected 1984-85 (1 July-30 June) ex- 
ports estimated by the cotton industry 
and by government range from 1.3-1.5 
million bales (of 480 Ib each). 

That will be a far cry from 1983-84, 
when Pakistan, after being for some 
time the third-largest cotton exporter 
in the world, turned into a net import- 
er. The debacle was caused by one of 
the smallest crops harvested in recent 
years, when only 2.9 million bales were 
grown — down 44.2% from a govern- 
ment target of 5.2 million bales. 


т =? ' 
Р PEE eee ATT ПРОТЕРАНИ" ТИ 


A drought at planting time, a major 
pest attack close to the harvesting sea- 
son and withdrawal of the government 
subsidy on insecticides supplied to 
farmers were some of the immediate 
causes of cotton's decline. When the 
full extent of the crop damage un- 
folded, it became clear that from a net 
exporter of 1.6 million bales in 1982-83 
(out of a 4.84 million-bale crop) Pakis- 
tan had turned into a net importer. 

Finance Ministry officials estimate 
that the crop disaster has cost the 
country US$450 million in lost cotton 
exports alone, not to mention unquan- 
tified losses on exports of cotton yarn, 
textiles, towels, hosiery and other cot- 
ton-based products. Cotton and man- 
made fibre had to be imported, em- 
ployment was reduced and there were 
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U mbrane cells: |‘, 
low consumption figures — utmost 


Low energy requirements (approx. 
2000 kWh DC/t NaOH) and an exceptio- 
nally high on-stream factor are the  ,. 
marked advantages of the new Uhde =~ 

bipolar and monopolar membrane elec- E eR Hoechst! Unde Dipole: TRE 
trolysis plants for the production of 

chlorine and caustic. 
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An example is the highly efficient Tofte 
electrolysis plant which is equipped with 
bipolar membrane cells: 

The electrolyzer elements are of all- 
metal design and thus have a long 
service life. 

The individual elements can be replaced 
quickly and easily for maintenance 
purposes. 

In view of the excellent operating results 


so far achieved in commercial-scale 
plants, three further contracts were 
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recently awarded to Uhde. 
q1 کر‎ 

The 30 years of experience and the ار‎ Uhde GmbH 
5 million t.p.a. installed chlorine capa- Representative Office = n  — 

à f Uh k Suite 301-Kav. 14. Ji. Jend Gatot Subrote 
city are proof that Uhde ranks amongst Jakarta Pusat 12910, Indonesia 
the world's leading contractors not only Tel. 517781. 517782 
for new plants but also for the conver- 
sion of mercury or diaphragm plants to 
membrane cell technology. 
Further information is available on Engineering with idea 
request. (лае GmbH, Friedrich-Uhde-Strasse 19 


4600 Dortmund 1, Fed. Rep. of Germany 
Uhde - a member of the Hoechst group. Tel.: 0231/5470, Telex 822841-0 ud d 
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r for the grower — were raised in 
range of 8.65-13.12% for the 1984- 
rop over the previous-year levels. 
Agriculture Ministry set an un- 
nged production target of 5.2 mil- 
bales for 1984-85. 
ry sources estimate the crop at 4.8 
ion bales. — 

ood crop in the northern Pakis- 
‘province of Punjab (the chief cot- 
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"he Japanese economy is officially - 
| said to be in a transition phase from 
x rnally to internally led. growth. 
it is not clear whether this change 
running smoothly, or whether the 
conomy may run out of steam later in 
urrent fiscal year — which ends on 
arch 1985. 

n the sécond quarter of calendar 
84 (the latest period for which full 
es are available) the external sec- 
contributed 0.6 of a percentage 
t to the overall growth of the gross 
ial product of 1.695. Thatisadis- | 
rtionately large contribution, 
that the absolute weight of the 
rnal sector is less than 20% of 


overnment believes the exter- 
ribution to growth will turn 
о have been much smaller in the 
quarter, and that. third-quarter. 
П growth will also be well below 
f the second quarter. Growth of- 
i г during the nine - 
.1884-March 1985 
ld still be mor than аса how- 

or the economy. 
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akis t will have an а 
surplus of 1.3 million bales or a little 
more, depending on actual cotton de- 


| liveries to the market. 


The country produced 448 million kg 
of cotton yarn in 1982-83, up 33.6% 
from the previous year. Production for 


` the first nine months of 1983-84 (July- | 
March), for which government statis- | 


tics are now available, was 332.5 mil- 


lion kg. Textiles production in 1982-83 
was 335.53 million m", up 3.23%. from - 
the previous year. Textiles production T 

: ; 18 of 1983- 841 was. 
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major markets sucha as s Western Europe 





have levelled off. 





Export: growth t 
a fairly narrow range of products, i 






cluding steel, integrated circuits and 


cars, some of which could run. into 
problems in the not- 





have been rising, with the main growth 
in the area of manufactured goods, in- 


cluding machinery. Quarterly import | 


growth in July-September was 3.4%. 
a. 2% іп January-Mar 
On'the domestic s 





vestment by industry, which has been 


recording the strongest growth since 


1980. But it appears that much of the 
growth came in the first half of the fis- 
calyear. . 

A survey by the Econo omic Planning 
Agency puts the overall increase in in- 
vestment by industry (including ser- 
vices) at 10.7% for the current year — 
| but goes on to suggest that this may be 





divided between 7.296 growth in the 


first half and 3.6% growth in the sec- 
ond half of the year. Government 
| spending, another contributor to first- 
half growth, will be level from now on 
because of "front-loading" of public- 
us spending programmes. 

With neither private nor publie in- 
vestment performing so strongly in the 
second half, the question becomes 
whether private consumption — the 
biggest demand element in GNP — can 
grow strongly enough to keep the econ- 
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At roblem here is that 
consumption 
are contradictory liable: The 
official household-spending survey for 
the first eight 1onths of 1984 suggests 


omy moving. 










But. departihent-store sales. grew 


strongly during most of the summer 


months and indicators for leisure 
spending (such as travel agents' turn- 


cover) present a health aped And 





will improve steadily 
flecting “re 







g inflation. 
; expected to 


\ > rs ise of only 2. 796) 
could provide a further boost to pri- 
vate spending, but it is possible that 
much of this bonus money might be 
saved. A slight decline in the propen- 
sity to consume, apparently triggered 
by the increasingly attractive invest- 
ment opportunities open to Japanese 
wage earners, is one trend that has 
government economists worried. 

A steady increase in. bankruptcies 
(which were showing a oe 


year-on-year increase in August), i 


another mildly distur bing: Een 
ment. The trend is attributed to struc- 
tural change in Japanese industry and 


is concentrated among relatively long- 


established companies. Like the per- 
formance of private consumption, the 
bankruptcy rate is one more element in 


a picture which can be read in more 
than one 


way 
emergence of more prc 
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nounced trends 
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Few manufacturing industries are required to produce 
with the sophistication of aerospace bearings. SKF ts 
among the few. 

In the field of rolling bearing science, no facilities exist 
today comparable with the SKF Engineering & Research Centre 
in The Netherlands combined with the SKF Technology Center 
in the USA. 

The SKF high technology aerospace ‘family’ includes 
names such as: ADR instrument and airframe bearings, Transrol 
ball and roller screws and Sarma mechanical flight 
control components. 


«€ [o achieve high performance and reliabili 
even simple components can demand 


a level of capability and technology that 
will stretch commitment to the limit?? 





Florida to California the long 
way round. 
When NASA's Columbia and Challenger 
piggy-backed their ways into space, a new 
concept took tangible shape: re-useable 
spacecraft vovaging regularly to link up 
with structures, even entire colonies, 
built in Space 
Returning to Earth, the unpowered craft | 
depends solely оп its aerodynamic | 
properties and the physical forces of 
friction and gravity to slow it down to a 
safe landing speed 
SKF has contributed to two vital systems 
supplied by the Sundstrand Advanced 
Technology Group: the shuttle's 
auxiliary power units (APUs) and its 
steering and braking system. The APUs 
are small turbines. There are two on the 
| rocket and three on the shuttle. During 
flight they power hydraulic equipment, 
control flight movement, initiate landing 
functions and operate the undercarriage. 
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SKE The exact bearing-and more 





The shaft of each APU runs in two SKF 
angular contact bearings at 72,000 r/min. 
Made of special steel, they are fitted with 
silver-plated cages to reduce friction and 
enhance lubrication. 

During the 30 minutes between re-entry 
and landing, the shuttle speed is reduced 
from 27,350 km/h to 345 km/h, with the 
vertical stabiliser serving as a rudder or 
brake, depending on its setting. 

Four specially heat-treated bearings are 
incorporated in the drive which governs 
the movement. To save weight, these run 
directly on the shaft without inner rings. 
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Non-identical twins for Boeing 
family. 


Introduction into commercial service of 


Boeing s advanced technology 767 and 757 
jetliners within 5 months of each other 
crowned a concurrent development 
programme of new proportions for the 
industry. It also resulted in nearly 60 per 
cent of significant line-replaceable items 
being common to the two twinjet aircraft 
despite their size difference. 

Both of the 186-seat and 220-seat basic 
models have proved more fuel-efficient 
than projected, with greater range/payload 
potential. Greater use of non-metallic 
space-age materials as much as 30 per cent 
lighter than traditional materials has 
helped. So have the advanced wing-design 
and proven power plants. 

SKF aero-engine bearings are included 
in Pratt & Whitney, General Electric and 
Rolls Royce power plants used, for 
example, in the Boeing 767 and 757. 
Sarma bush rods and cable tension 
regulators used in the 767 are examples of 
airframe components made by SKE 
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Flying safe in gusty winds. 


first twin-turbine helicopter in the 2-tonne 
class, has a proven reputation for heavy- 
turbulence safety. It is operating under 
extreme climatic conditions in off-shore 
missions in Alaska, Canada, Norway and 
northern Scotland, and hás carried out 
helipad starts and landing at wind speeds 
up to 75 knots in the Magellan Strait. West 
Germany’s aerospace group - MBB - has 
delivered this helicopter type to some 

120 customers in more than 30 countries. 
Many of the BO 105’s proven parts and 
components are also used in the larger 
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Messerschmitt-Bolkow-Blohm’s BO 105, 


type BK 117, a joint ventur 
Kawasaki Heavy Indust: 
SKF is involved wit! 
components which incluc 
and swashplate bearings. t LO 
bearings, main transmi 
bearings, airframe bear 
and rotor-angle adjustmen 


Ariane. A view from above. 
During this decade, some 200 
geostationary satellites ar: pected ti 
be launched, a high numb: | 
communications. To compete [or 
proportion of this commercial lau: 
market and establish an independen 
launching capability for its own scientifi 
satellites, the European Space Agi 
(ESA) decided in 1973 to develop th 
Ariane launcher. The three-stage, 47.8 m 
high Ariane | weighs 210 tonnes ûl lift-ofl 
| ся Propellant constitutes 90° 
of the mass. the structure: 
and payload accounting 
for about 995 and | 
respectively 
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are all involved in world 
space projects. In Europe 
for instance, Sarn 
provides ESA s Arian 
with brace struts 
actuating rods. An 
supplies high-tec! 
miniature bearings for 
precision applications 
such as the momentum 


| А T K 


as used for trayecton 
correction in the ISRO 
India ‘Apple’ sat 
launched by Arian 


A Between 1984 and 19586 

| second. third and fourth 
| generations of Anane wil 
be launched to enhanc: 


the reputation of this, the 
world's first comm | 
launcher 
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SKF companies such a: 
Sarma. ADR and Transrol 


wheel in inertia gyroscope: 
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The right connection in the Culf. 


To put together a successful international At Gulf Bank we have those people. 
deal you need more than just capital. In New York. In London. In Singapore. 

You need the right people. People with the In the Gulf. And we have the financial resources 
expertise and market knowledge required to to back them up. 
help you meet your objectives. We're here to help you deliver. 


New York London Kuwait Singapore 
The Gulf Bank KSC., The Gulf Bank KSC, The Gulf Bank KSC, The Gulf Bank eon 
520 Madison Avenue, 1 College Hill, Mubarak Al Kabir St., 21 Collyer Quay # 17-01, 


New York 10022 London EC4R 2RA. P.O. Box 3200, Hongkong Bank Building, 
N.Y. U.S.A. United Kingdom. Tul) | | sj 1 | Safat, Kuwait. Singapore 0104 


Tel. 212-715-2300 Tel. 01-248 2843 Tel. 2449501 Tel. 224 3722 


Telex: ITT 425858 Telex: 887688 Gulf Bank Telex: 22001 Telex: RS 22437 
GULFBANK NYK. GULFBK G. The GULFBANK KT. GULFBK. 





A world of difference brought 
together by a company that is 
а world apart 
DHL delivers the world to Asia 
and Asia to the world. 
A professional worldwide 

ization that meets the 
demands of a modern 
international Dusiness Community. 


DHL. Over 500 offices in over 
120 countries. 
Time-sensitive documents, 


small parcels, spares and 
packages. 


Profit by our experience 
DHL the worldwide couriers 


You couldn't express it better. 


DESK—-TO -DESK, DOOR-TO -DOOR 


WORLDWIDE EXPR. 
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"Every man has his price.” 
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take over the парве, History w will re- 
cord that Martin failed not so much in 
enforcing. prudential supervision as 
in failing to conceive an effective | 
framework of regulation. | 

In this he was not alone. Even the 
Bank of England has found that what 
the Economist magazine imagina- 
tively termed the “tea-and-sym- 
pathy" approach of cosy chats with 
bank managements, could not fore- 
stall failures such as that of Johnson 
Matthey Bankers. Neither can what 
Fell terms the ^green pencil" ap- 
proach of relving on periodic official 
examination and ratio checking. 
That is what Martin discovered to his 
cost when Hang Lung Bank, Dollar | 
Credit and various others came to | 
grief. Even the regulatory might of 
the United States was insufficient to 
head off the crisis at Continental П- | 
һпоіѕ Bank. | | 

How should effective regulation of 





| 
| 
| 
| 
| 
| 
| 
the financial system be conceived and | 
executed? The question is of special | 
importance now that new types of fi- | 
nancial creature are being spawned | 
from the union of different types of | 
financial institution in London, New | 
York and Tokyo. These enormously | 
powerful financial hybrids will have | 
just as much impact in time in Hong- | 
kong and Singapore, as they will on | 
their home breeding grounds. Who is | 
going to devise sophisticated systems | 
of regulating them, or — as Fell puts | 
it — “how will our boys keep up?" | 
Fell has some 160 "boys" in his of- | 
fice — mainly qualified public ac- | 
 countants and banking professionals | 
->= rather more than one for each 
licensed bank, though that does not 


include the 300-odd deposit-taking - 8 


companies (DTCs). But numbers 
not enough, as Martin, who built tl 
office up to its current strength, ү 
realised to his cost. No end of official 






tions of accounts can guarantee. 


going bad, especially if they are con- 
fined to checking mechanical and 
manipulatable ratios. 

Martin's pro forma approach to 
regulation was only partly to blame. 
There àre others at more senior level 
in the Hongkong Government who | 


Subst. tàke сарбан for a policy 
| of benign neglect over uncontrolled 






expansion of the financial sector. 

f ether Hongkong, in the long run, 

n support the 135 licensed banks 
‘Cs which are the legacy of 











| those aissez-faire days (any more 


than it has need for 1,000 stockbrok- 


| ers) isa question upon which Fell is 
agnostic. 


@ AT the end of his first 30 days in 


office as banking and DTC commis- 


sioner, he admitted to Shroff that he 
is still “flying kites” over how best to 
reguiate this unwieldy establish- 
ment. The Bank of England report is 
unlikely to see the light of day as a 
public document: it names names and 
attributes blame. But the banks and 
DTCs in town are anxious to know 
what lies in store for them in the light 
of that report. Fell realises this and 
told Shroff he hopes to issue some 
sort of public policy statement by 
January next year. 

As from late November, Fell will be 
joined by Richard Farrant from the 
Bank of England's banking supervi- 
sion department to help with this 
task. Farrant, who worked under the 
bank's Peter Cooke, who has done 


| much to make international banking 
| supervision a science as well as an 


art-form, will spend two vears in 


| Hongkong as a technical adviser. 
| Fell, meanwhile, wants to shift away 


from the simple green-pencil ap- 
proach to getting a feel for banks’ 
"management and policy." 

This means something like tea and 
sympathy, regular chats with banks’ 
senior management to assess their 
approach to lending, funding, capi- 
talisation — and of course manage- 
ment. The sanction if they are bad 
boys — no more tea and no more sym- 


pathy. This could give Hongkong the . 


best of both US (examination) and 
British (consultative) systems, or 
maybe the worst of both if it fails to 
inspire either fear (of being caught 
out) or respect (for the idea of self- 
ulation). So Fell is also floating 





profession as a sort of vigilante corps 
in case official-cum-self-regulation 


| ena OF o i does not work. 
regulators making periodic examina- | 





‘This is contentious ground. Profes- 


| | gional (external as distinct from in- 
against a bank or finance company | 


ternal) auditors have always had a 


hard time, in Britain as much as 


Hongkong, working out exactly 
whose side they are supposed to be 
on. They are appointed by manage- 
ment rather than by shareholders in 






| effect. di they are often unsure of 
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dea of mobilising the auditing 
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Hm sees sit, t. profes i 
| have a better rel: 
| bank or DTC's inti 
pa his own team 
. So by extension 
ior the examiners to! 
lationship with those 
| ditors. Fell admits that 
decision o make auditor 
| ble for informing the Se 
| Commodities Trading. Co 
which he used to head, of 
pected infringements of relevan 
dinances, was not popular. 
Fell argues that ibn due 
Dies oceu py a pr | 
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par rts ‘ot DTC s Жел. | 
capitalised. But Fell scenic in Т 
hurry to push through the idea of £ 
mal capital: asset ratios. Unlike 
predecessor who had an almos 
touching faith in published figures 
Fell admits that much property- 
lated lending by banks and DTCs 
not show up either as constructior 
mortgage loans, but found its way 
into property via manufacturing or 
trading loans. | 
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ncoln Kaye in Kuala Lumpur 
public clamour mounted for 
ames to be revealed and heads to 
in the Bumiputra Malaysia Fi- 
'é (BMF) Hongkong loans scandal, 
government of Prime Minister 
Seri Mahathir Mohamad came | 
pressure from two unlikely 
is: the youth wing of its own 
the United Malays National Or- 
ion (Umno), and the members 
ernment-appointed committee 
iquiry whose efforts already had 
lismissed by opposition leaders 
whitewash. 
1id the insinuations, disclaimers 
appeals, observers were left with 
mpression that BMF and its parent 
ition, Bank Bumiputra Malaysia 
(BBMB), might soon see a round of 
droom and executive-suite resig- 




















of the bank's directors who had 
named to the board before 





















Industrial Finance Corp. of 
1ailand (ТЕСТ), the country's only 
pment bank, kept a low profile in 
irst 25 years of its existence. But 
remarkably successful opera- 
in recent years, during which 

; soared, it has.embarked on an 
: new course. IFCT now com- 
private bànks in acquiring 








stake Dele a pi increase in 
: ovember) plus several Thai and 

banks, ТЕСТ was- established 
ла и n. Like most deve- 
ent-finance institutes elsewhere, 
ginal objective was to act as a 
r of last resort, financing projects 
met special _ development 


normal bank loans. . 


ects: would .be ы if it ч 


ч while expanding: ay pu 


ería or marginal ventures unable to. 


Realising that its long-term pros- 
= m ner total assets, from Baht 3.22 


somes ‘ander pressure roin his own supporters. 
me names in the BMF Hongkong loans scandal 
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А раг mouthpiece for popular dis-: 
content with the direction and pace of. 


million) in loans to George Tan's col- 


lapsed Carrian property empire, and. 
similarly illiquid Eda Investments in- 


Hongkong. 

The positions of top BBMB executives 
‘at the board’s advisory aud divisional- 
manager levels also are said to be in 

man Nawawi Mat 

at go as well, despite 

his repeated disclaimers of responsi- 

bility for the fiasco since he only as- 

sumed his position in 1982, after most 

of the loans were already committed 

and more than half the funds dis- 
bursed. 

If the wholesale ředigiations mate- 
rialise as rumoured, it should go a 
long way to meeting at least part of the 
demands issued by Agriculture Minis- 
ter Anwar Ibrahim, leader of Umno 
Youth, at the group’s executive council 
meeting at mid-November. Anwar's 
call for a purge of the bank’s directo- 
rate and top leadership only echoed the 
long-standing position of the opposi- 
tion Democratic Action Party (DAP), 
as well as such public interest groups 
as the Selangor Graduates Society, 






ailand’s IFC charts itself a an ambitious expansion programme 
М hich leaves some competitors uneasy 


isal Sricharatchanya in Bangkok 


tinued to finance only high-risk 
schemes, the agency revamped its cor- 
porate strategy in the late 1970s to 
focus on profitable commercial pro- 
jects. The idea was to generate suffi- 
cient returns from these high-return 
portfolios to permit further lending to 


 low-yielding priority sectors. 


The new strategy apparently has 
paid off. Loans and receivables more 
than doubled from Baht 2.48 billion 
(US$107.8 million — at the old ex- 


change rate of Baht 23:US$1) in 1979, 


to Baht 5.22 billion in 1983. They are 
projected to jump a record 18% this 
year to Baht 6.18 billion. (US$228. 89 


million at the new rate of Baht 
27:US$1), reflecting in part a tight | 
credit squeeze іп the banking system - 


since early 1984. "We could not process 
all applications during this [credit 
squeeze] period. Although the econ- 
omy was going through a slowdown, 


the [loans] demand was still there," 
' commented one IFCT senior planner. 


There also has been a very big jump 
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the BMF investigation. 


. While not denying Anwar S CODE 


— he was recruited te: Umno d$ a fire- 


brand reformist in 1982, and is regard- 
ed as one of the more principled politi- 
cians on the national scene —;obser- 
vers wondered at his new-found:mili- 
tancy on the issue. Only last month, he 
voted along with the rest ofthe Umno- 
dominated ruling coalition against a 
DAP-initiated proposal to: supplant 
the government-appointed Committee 
of Inquiry with а fully empowered 
Royal Commission of ER 


ut by the time of his latest statement, 

Anwar had changed. his tune on 
the question, echoing the view voiced 
in September by the inquiry panel's. 
own chairman, Auditor-General Tan 
Sri Ahmad. Noordin Zakaria that a 
Royal Commission might be a more ef- 
fective instrument in getting to the 
bottom of the BMF affair: Not only 
could such a commission subpoena 
witnesses and take testimony: under 
oath, but it would also be immune from 
libel actions over publication of its 
findings — a. factor Ahmad Noordin 
claims inhibited his own E 






billion in 1979 to. a m Baht 
11.35 billion by the end of 1984. That 
effectively puts ТЕСТ. ahead of the 
largest finance company in Thailand): 
though it is still far behind ‘major 
banks. But unlike those of banks, 

IFCT's operations are focused solely on 
project loans апа Е а fixed- 
asset financing. = = 

According. to Sukri- Кабанакени 

president of ТЕСТ since 1978; the in- 
stitution often is cited as a model. of 
good management by the Ass 

of Development Financing Institutes 
in Asia and- the Pacific — ind Ee | 

















The. p SEL 
opinion appears to be shar edin Thai fi- 
nancial circles. Опе foreign’ banker: 
commented: “They have very qualified 

YW m y what they 





tent profitability. 
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charged, in the first instalmen 
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Ahmad Noordin panel's findings. Sub- 
mitted in August, the first, or interim, 
report was not made public until early 
November, and then in an evidently 
expurgated 13-page version. It spelled 
out some details of the amounts, timing 
and funding of the disbursements to 
Carrian and Eda, but said little about 
who in BMF or its parent bank was re- 
sponsible (REVIEW, 15 Nov.). The por- 
tions that were excised from the pub- 
licly released document reportedly 
contained more detail about the fund- 
ing sources. 

Finance Minister Daim Zainuddin, 
in issuing the public excerpts, stressed 
the inquiry's in-house auspices (the 
Ahmad Noordin committee reports to 
BBMB itself) and cited the principle of 
banking secrecy to justify the expurga- 
tion. Opposition MPs were quick to 
denounce the long-delayed and much- 
abridged report as part of a govern- 
ment effort to sweep the BMF affair 
under the rug. Calls for a Royal Com- 
mission intensified, in light of what 
critics saw as the now-demonstrated 
ineffectuality of the panel. 

Chandra Muzaffar, president of a 
multi-ethnic reform movement Aliran, 
pronounced that not only did the in- 
terim report contain nothing new, but 
neither would any of the committee's 
subsequent reports. 

But hardly had the first wave of dis- 
appointment died down than the Ahmad 











borrowings has fallen from about 80% 
10 years ago to only 40% now. 

Out of the Baht 6.8 billion total bor- 
rowings as of September, some 90% 
are from foreign sources — with 
the yen, the Swiss franc and the 
Deutschemark topping the list of cur- 
rencies and accounting for 39%, 20%, 
and 11% respectively. The remainder 
is comprised of locally issued deben- 
tures plus concessionary baht loans 
from the Finance Ministry and the 
Bank of Thailand (the central bank). 


Ato officials declined to discuss 
the average cost of funds, banking 
analysts estimated that it would prob- 
ably range in the region of 10% — tak- 
ing into account the low 6-7% charged 
for Swiss francs, mixed with costlier 
US dollar debt. Adding other costs and 
overheads, the institution still stands 
to make a handsome spread from the 
14.5% fixed rate it charges clients. 
This explains why net profits have 
risen steeply — from Baht 62 million in 
1979 to a projected Baht 271 million 
this year. Another significant factor is 
that the low-cost overseas funds earn 
high returns in short-term money- 
market investment in Bangkok prior to 
their disbursement. 

But though the 14.5% interest rate 
charged by IFCT is substantially lower 
than the prevailing 16.5-17% charged 
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Noordin panel took its critics — and 
the government — by surprise. A se- 
cond report, supposedly more than two 
inches thick, landed simultaneously 
on the desks of Daim, Mahathir, 
Nawawi and Attorney-General Tan 


Sri Abu Talib Othman on 16 
November. A copy is also said to be on 
its way to the office of Hongkong's at- 
torney-general. The second report 
fixes blame and recommends legal ac- 
tion against certain present and former 
BMF executives, according to sources. 

So strong was the position taken by 
the Ahmad Noordin committee, ac- 
cording to one newspaper account, 
that a covering letter to the second re- 
port threatened that the committee 


by banks, most Thai entrepreneurs are 
not accustomed to the financial discip- 
line required by the corporation. Exe- 
cutive vice-president Aswin Kongsiri 
commented: “They [potential borrow- 
ers] have traditionally been used to 
bank overdrafts, which permit them to 
use the money for literally any pur- 
pose. Our requirements are far more 
stringent. We want to make sure that 
our money really goes to finance pro- 
jects. e Ht F 

Owing tothe relatively high and 
consistent dividend yields averaging 
10-12% in recent years, the IFCT stock 
— listed since 1975 — is increasingly 
seen as an attractive investment by 
foreign mutual funds and investment 
trusts. “Our dividend does not reflect 
the profitability in any given year. 
Rather, we keep it regular and stable — 
and maintain. it [at] par [with] govern- 
ment bonds," said Aswin. 

IFCT's high profitability is made 
possible, to à certain extent, by exemp- 
tion from. business and corporate 
taxes. This generates arguments in 
some circles;that the agency might not 
look so good if it were on the same foot- 
ing as private banks. Also, by virtue of 
the IFCT Act, it is in effect covered 
against foreign-exchange losses aris- 
ing from the baht's fluctuating parity 
against other major currencies. 

The corporation operates a reserves 


| comment on the second report but the | 
attorney-general acknowledged re- 
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ceipt of the document and said he was 
still considering what legal action, if 
any, was appropriate. Daim, for hiS — 
part, promised there would be "no | 
cover up" and said he would strongly — 
advise the cabinet to make the report. | 
public. Meanwhile, Ahmad Noordin, а — 
long-serving civil servant esteemed før — 
his integrity, vehemently denies issus 
ing any ultimatum to the government. - 
Nonetheless, the existence of the | 
second report and its supposed cone _ 
tents created pressure on the govern= 
ment to produce some fresh revelations — - 
in the affair, as well as some form of: 7 
administrative or legal action. Opposi- P 
tion and citizens groups maintained à  — 
volley of such demands, and the press — 
— especially the tabloid, The Star =~ 
kept speculation alive with daily | 
front-page accounts. a 
But observers felt Anwar's state- | | 
ment was a telling sign that the go | 
ernment was feeling the heat. The | 
Umno Youth stance could be read as an. 
attempt to co-opt or pre-empt publie: 
outrage at any pending revelations. — 
Then, too, if it became neccessary to 
move against politically well-con- 
nected and highly placed functionaries: 
within BBMB or elsewhere in the ad- 
ministration, the government might _ 
find it easier for the initiative to come - 
from a grassroots source like Umno — 
Youth, rather than from the top. п 


fund in which a small percentage of all 
foreign borrowings is pooled and from — 
which withdrawals are made to offset _ 
foreign-exchange losses. The fund is — 
totally separated from its annual pro- — 
fit-and-loss account. Under a special E 
arrangement, the Finance Ministry” i 
will extend long-term interest-free” e 
loans to replenish the fund if and when | 
itis depleted. That happened once dur- ~ 
ing the 1981 devaluation. «ў! 

d 
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Now worth “dozens of million baht,” 
it again will be depleted by the recent 
devaluation of nearly 15% (Review, 15 
Nov.) — though the impact will be felt 
over a lengthy period corresponding — 
with repayment of the agency's exter- 
nal debt, which carries varying | 
maturities of more than 10 years. Sukri 
maintains that the impact from the 2 | 
November devaluation on earnings in ~ 
1985 and beyond will be only marginal. ~ ( 

The corporation originally aimed to | 
raise its market share in non-housing 
and non-construction long-term 
fixed-assets financing from less than  - 
5% in 1982 to 7% by 1986. But, since — 
this target has been achieved already 1 
this year, owing to strong lending 
growth, the revised target by the end of 
this five-year period has now been 
raised to 10%. 

IFCT officials cóncede that low-risk 
projects now outnumber high-risk 
marginal projects. A Baht 400 million 
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а 5 iva уна lending to 

an Aie mineral products sec- 
_ tor, agro-industries plus food process- 
| ^ ing, and metal products ranked the 
{0р three, accounting for 21.4%, 
— 16.3%, and 11.7% of total lending re- 

` spectively at the end of 1983. 

As part of the latest expansion plan, 
"which went into force in August, the 
‘loans target for small industries — 
with financing ranging from Baht 
- 200,000 to Baht 5 million each — was 
B ised this year to Baht 150 million 

from Baht 100 million. This still repre- 

- sents a small portion of the total Baht 2 
— billion worth of projects expected to be 
| approved іп 1984. Under a manage- 
| ment reorganisation that took effect at 
— the same time, the business-develop- 
. ment unit was upgraded to a depart- 
| ment and will now aggressively seek 
out potential clients. 







o date, the corporation has had a to- 
| tal of about Baht 220 million equity 
` inanumber of industrial ventures cov- 
| ering chemicals, ceramics, glass, pack- 
— aging and textiles. It was the original 
___ promoter of two projects in particular 
-— — namely Padaeng Industry Co. (an 
electrolytic zinc smelter in northern 
— Thailand now nearing completion) and 
E. Phoenix Pulp and Paper (a multina- 
tional joint venture which has been 
$ posue: with heavy losses, due largely 
— to poor management). 

ў According to Aswin, equity partici- 
| pation in outside ventures was consi- 
— dered a risky proposition in the past. 
— But the IFCT now is considering a 
M 5 Stake in some planned downstream 
; petrochemical projects. Meanwhile, 
IFCT's more aggressive posture has 
‘raised concern in some banking circles 
hat it may eventually want to trans- 
orm itself into a full-fledged commer- 
— cial bank. But this is categorically de- 

3 nied by Sukri. 

i Owing to its heavy dependence on 
external borrowings, the agency's 
_ long-standing weakness is its inability 
to mobilise effectively baht funding. In 
long run, one answer to this lies in 

he issuance of debentures. To date, it 
ow issued only four batches totalling 

Baht 330 million, a fraction of its total 
; ding. 

: - The original plan called for another 
LA “issue of debentures in November but, 
_ in the absence of any large public share 

— Offerings during this period, there was 

- Baht 300 million in new share issues. 
+ The issues, which effectively raised its 
e - turned out to be oversubscribed. As the 
-Capital market in general is likely to 
` Stock Exchange of Thailand Асі 
(REVIEW, 22 Nov.), debentures gradu- 
tion as far as baht funding is concern- 
ed. ü 


n a last-minute change of plan to opt for 
registered capital to Baht 1 billion, 

_ benefit from recent amendments to the 
ally should prove to be a viable solu- 
82 
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A Hongkong newspaper асаа К а ا‎ ою іп 
Sydney, but denies plans for a change of corporate residence 


By Elizabeth Cheng in Hongkong 


he move by well-known but elu- 

sive Hongkong newspaper tycoon 
Sally Aw Sian — heir to part of the 
Tiger Balm empire — to buy a listed 
Australian company has raised ques- 
tions of whether she is doing a Jardine 
Matheson-style bail-out from Hong- 
kong, albeit in a subtler fashion. There 
was speculation that the Sydney-listed 
company, Smith and Miles, would 
eventually become the holding com- 
pany of the Hongkong-listed Sing Tao 
Newspapers group. 

In an interview with the Review, Aw 
asserted that she had no intentions of 
turning the Australian company into a 
holding vehicle for her Hongkong 
based newspaper апа publishing 
chain. The group has, in addition to 
two major Chinese-language dailies — 
the Sing T- Jih Pao and the Sing Tao 
Wan Pao — and an English-language 
daily, the Hongkong Standard, a 
pharmaceuticals operation, book 
stores, commercial printers, a travel 
agency, photo-finishing facilities, 
clinics and property. 

The Australian company, Smith and 
Miles, is a commercial printing and 
graphics firm 96% owned by E. Long 
Industries. Cereus Pty., wholly owned 
by Aw, has agreed to buy E. Long’s 
stake (736, 611 shares) at around the 
market price of A$3.50 (US$3) a share 
for a total consideration of A$2.58 mil- 
lion, and will offer the same price for 
minority shareholders (numbering 64) 
who wish to sell. (This could raise the 
total acquisition cost to some A$2.69 
million.) The deal also involves the sale 
of Smith and Miles’ existing assets and 
business back to E. Long Industries 
and its associates for A$2.05 million. 

Upon completion of the deal, the re- 
structured company, which has yet to 
be given a new name to reflect its news 
interests, is left with A$2.4 million (in- 
cluding deposits already held by the 
company). Aw will have spent around 
A$200-300,000 net on the transaction. 
To keep the Australian listing she will 
need to have at least 300 shareholders 
and around 20% of the stock held by 
the public. Aw expects no opposition 
to the deal. 

She reckons that more than 90% of 
her assets (including those of Sing Tao, 
in which she has around a 67% per- 
soanl holding) are in Hongkong and 
are likely to remain there. “Hongkong 
is still the best place in the world to do 
business — there’s free trade and no 
controls, comparatively speaking,” 
said Aw, who spends at least six 
months a year visiting overseas out- 
posts of her empire, travelling on a 
Hongkong British passport. 





The acquisition of a listed company 
in Australia will allow her greater 
flexibility in raising capital from 
stockmarkets, she says, The new com- 
pany will be buying into Sing Tao, 
though the amount, Aw says, will be 
nominal. But the possibility exists for a 
substantial purchase or even the even- 
tual injection of Sing Tao’s assets into 
the new Australian company. She 
could also transfer part or all of her 
stake in the new company to Sing Tao. 
But Aw denies any plans to transfer 
Sing Tao’s assets to Australia. 

Market observers note that Aw’s 
move to buy a listed foreign company 
can be read as an expression of a gen- 
eral feeling in Hongkong that some 
steps ought to be taken to safeguard 


Sally Aw: no assets tra sfer. 


assets in the territory against eventual 
Chinese rule. 

Some people feel that China would 
accord fairer treatment of properties 
belonging to foreign companies than 
those belonging to local groups, one 
analyst said — adding that there are 
others who do not share this feeling. 
Since Jardines’ unsubtle shift of its 
legal entity to Bermuda, there has been 
no obvious move by other publicly 
quoted companies along similar lines. 
This was why Aw's move — though by 
no means unambiguous — raised eye- 
brows. 


hile plans for the restructured 

Smith and Miles call for invest- 
ment in Southeast Asia as well as in 
Australia, Aw does not want to elabo- 
rate on them until she has consulted her 
new board which is scheduled to meet 
in early December. In Sydney, she owns 
the Fortuna Court building, the Dixon 
House retail and office block, Goul- 
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But she was circumspect about the 
Sino-British draft agreement on 
Hongkong's future after the British 
lease on the territory runs out in 1997: 
"We'll have to see when 1997 comes." 
Meanwhile, she expressed confidence 
that the current system under the Bri- 
tish will be allowed to run its course. In 
a move that took the Aw family by sur- 
prise, the Chinese Govefnment last 
year announced that it was returning 
all the assets of Aw’s father, the late 
Aw Boon Haw, in China, confiscated 
by the communists when they came 
into power in 1949. Aw said she and 
members of her family have yet to re- 
spond to the government's overtures. 

Aw Boon Haw, a native of Fujian 
province, emigrated to Burma where 
he helped developed an all-purpose 
medical ointment which he called 
Tiger Balm after his given name — haw 
means tiger. He and his brother Aw 
Boon Par left Rangoon for Singapore 
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in the 1920s with the salve and other 
related products which provided the 
foundation of the Aw empire. Tiger 
Balm, in particular, became a house- 
hold word. throughout Southeast Asia. 
Newspapers and Tiger Balm gardens 
were set up in Hongkong, Thailand, 
Malaysia and Singapore by the Aw 
brothers, partly to promote their pro- 
ducts and partly to sustain Chinese 
culture. 

After her father's death (her uncle 
had died earlier as well as an adopted 
brother who had been groomed as an 
heir) in 1954, Aw, then fresh out of a 
convent school, was given charge of the 
newspaper estate, which was then 
comparatively less attractive than 
other sectors of the family's business. 
Some associates of Aw said it was 
through a combination of luck and 
cautious — though not always prudent 
— management of resources that her 
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to strength. 

Since the flotation of the group in 
the Hongkong stockmarket in 1972, 
profits have increased steadily with 
the exception of 1976 and the past two 
years. Aw herself admits that not 
everything she turns her hand to is 
successful. The Sing Tao Medical 
Centre, for example, continues to lose 
money — as does the Hongkong Stand- 
ard. Early this year, she was forced to 
close down the Star, a tabloid pub- 
lished in English and Chinese, after 
years of operating in the red. 


; n theinterview, she expressed optim- 
ism that the Hongkong Standard 
would not share the same fate. Losses 
at both the medical centre and the 
Hongkong Standard are being re- 
duced, she said. In the financial year 
ended 31 March, Sing Tao's profits 
after tax and minorities amounted to 
HK$40.74 million (US$5.2 million), 
3.5% down from the previous year. Al- 
though advertising revenues at 
its two major Chinese-language 
dailies have fallen, in line with 
a sluggish local economy, the 
newspapers continue to account 
for the bulk of group profits. 

A highly successful Western- 
style pharmaceuticals man- 
ufacturing operation and tour 
business also helped overall 
performance. Overseas, Aw 
said her newspapers (all pub- 
lished in Chinese and mostly 
featuring materials beamed by 
satellite from Hongkong) have 
“cornered” the Chinese market 
‘in Canada and Australia, while 
in the United States, they are 
neck-and-neck with other Chi- 
nese community newspapers. 
The group also serves the Euro- 
pean market from London and 
owns printing presses in most 
of these places. The overseas 
newspapers generally feature 
two pages of news on the host 
countries where skeleton edi- 
torial staffs are maintained. 


she is not involved in property trading. 
Most of the buildings she has bought 
over the years are for the use of her 
other businesses, she says. In Toronto, 
however, Sing Tao is diversifying into 
property leasing and management as 
its new office block in that city's 
Chinatown comes onstream. In Hong- 
kong, one of Aw's better-known build- 


| ings, the News Building at North 


Point, which used to house all her local 
newspapers and their printing presses, 
is being redecorated for renting to 
other firms, while the newspapers are 
gradually being centralised in another 
of her buildings in Laichikok. 

Plans to redevelop the News Build- 
ing into a shopping-office complex 
were shelved when the government re- 
quired space to be given up for public 
use. п 








at Land 


Hongkong’s biggest property 
company spins off a subsidiary, 
prompting talk of a flotation 


By Anthony Rowley in Hongkong 


he announcement on 19 November 

by the embattled Hongkong Land 
that it proposes hiving off all its prop= 
erty operations into a new, wholly 
owned subsidiary produced an under 
standable rash of speculation over 
what was afoot. Land insists this is а 
“tidying-up” operation but it is proba- 
bly better seen as a deck-clearing for 
future action 

The most logical conclusion is that 
Land might seek in the future to float 
off part of Mandarin International 
Hotels (MIH) which will hold all the 
group's hotel interests following the 
present reconstruction, or of the Dairy 
Farm Co., which embraces the group's 
food interests — or both. Such issues 
would almost certainly be well res 
ceived by the local stockmarket and 
could provide Land with a more at 
tractive way of raising much-needed 
cash than piecemeal disposal of physis 
cal assets. 

Land's hotel and food interests now 
contribute some 9% and 18%, respec- 
tively, of operating profits — plus a 
substantial proportion of group assets. 
While MIH and Dairy Farm are "au- 
tonomous" subsidiaries, the owner- 
ship of the hotels is still within Hong- 
kong Land proper. Land is currently 
shifting ownership of the hotels to 
MIH, which is not only neater but pre- 
sumably would help make MIH a more 
marketable entity. 

This will leave the new subsidiary, 
likely to be called Hongkong Land 
Property, with all the other property 
interests which include, among 


| other things, 4.6 million ft“ of primeof- 
While Aw owns property, she says | 


fice space in Hongkong's Central busi- 
ness district. It also would be responsi- 
ble for most of the group's huge debt, 
currently around  HKS14 billion 
(US$1.79 billion) and likely to peak at 
some HK$16 billion before the massive 
Exchange Square development on the 
Central waterfront is completed 

It is Land's property interests, espe- 


| cially some ill-conceived and ill-fated 


joint-ventures begun by former man- 
agement, which dragged the group asa 
whole into losses in 1982 and 1983 
after some heavy provisions. Only a 
nominal dividend was paid in 1983 and 
the resumption of more substantial 
payouts is unlikely in the foreseeable 
future 

Through all these problems, the 
hotels and food side of Land have con- 
tinued to perform well something 
disguised by the overall results and 
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cision were 
h tels and/or food subsidiaries. Mean- 
while, Land as such is likely to become 
P 'an overall holding company, owning 
Shares in all three principal sub- 
—sidiaries. The tax aspects of the re- 
structuring must still be worked out as 
_ well as as the implications for Land's 
- creditors. 
~ According to David Davies, who re- 
_ placed Trevor Bedford as Land's chief 
executive last year, the restructuring 
_ also will allow property management 
within the group to be "focused." 
Davies will become chairman of the 
new property company (Simon Kes- 
Wick is chairman and managing direc- 
E or of the group as a whole), and it will 
_ have two managing directors: Andrew 
"Denman, responsible for development 
а оди Jeremy Priestley, responsible for 
\ ing апа management. 
_ Davies told the REVIEW that Land in- 
; tends maintaining its "core" business- 
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es s of property, hotels and food, thereby 
implying there will be no complete 
— sell-off of non-property activities after 
` the restructuring. But he said it would 
be the group's intention to get out of 
_ the “upper-middle end" of the hotel 
business. This fits in with Land's in- 
tention to dispose of the Excelsior 
‘Hotel in Causeway Bay. Land also 
Ез 50% of the Excelsior Hotel in 
acau. Its prime hotels include the 
"Mandarin in Hongkong and stakes in 
J Bine Jakarta and Manila Mandarins, as 
— well as part of the Oriental and Royal 
— Orchid hotels in Bangkok. 
The Hongkong stockmarket received 
— the news of Land's proposed restruc- 
turing well, and the steady advance 
— seen in its share price in recent weeks 
`  — ahead of most other leading stocks 
- — continued. The proposed recon- 
- struction will not immediately affect 
— Jardine Matheson's 35% stake in 
SÎ Land. 


Tem parts tthe | 





" T 
D" SUV, 
leg Ba 
4 | p | І 8 


f a | y e EYY 


Ww 


The Philippine Government promises to stick closely 


to IMF guidelines on restructuring the economy 


By Nayan Chanda in Washington 


s a price for obtaining, a standby 

loan facility from the International 
Monetary Fund, the Philippine Gov- 
ernment has not only promised to limit 
credit, cut spending and liberalise ag- 
riculture and trade, but also has as- 
sured the fund a direct hand in reor- 
ganising the country’s tax structure. 

In a letter of intent sent to the fund, a 
copy of which was obtained by the 
REVIEW, Prime Minister and Finance 
Minister Cesar Virata and Jose Fer- 
nandez, governor of the Central Bank 
of the Philippines, gave an assurance 
that imposition of new domestic taxes 
“will be worked out in close coopera- 
tion with the fund. In particular, we 
plan a comprehensive review of the 
whole tax system and its administra- 
tion.” 

As part of its effort to liberalise im- 
ports, the government has undertaken 
to reduce a 10% import surcharge to 
5% by January 1985 and replace it 
completely with domestic revenue by 
the end of 1985. 

The letter pledged that efforts to- 
wards tax reform will be continued 
“particularly through extension of all 
tax bases by eliminating exemptions, 
rationalising and simplifying the 
structure of tax rates and improve- 
ments in tax administration.” Addi- 
tional revenues will be raised in 1985 





through increases in the rates of corpo- 
rate tax, excise duties on beer, and the 
removal of excise exemptions on 
petroleum products used by Philippine 
Air Lines on domestic flights. 

The letter said a series of new re- 
venue and expenditure measures al- 
ready introduced will limit the overall 
budget deficit for 1984 to P10.9 billion 
(US$545 million) — 2.1% of gross na- 
tional product. The stated objective is 
to limit the deficit to 1% of GNP in 
1985. 

Another important element in the 
economic adjustment promised by the 
government is a drastic cut in the ex- 
penditure of the 13 major non-finan- 
cial public corporations which account 
for the bulk of public investment out- 
side the government budget. Invest- 
ment expenditure for these corpora- 
tions will be reduced from P18 billion 
in 1983 to P12.7 billion in 1984. 

Their combined deficit, the IMF was 
assured, will not exceed P13 billion by 
the end of the year. The capital expen- 
diture programme of the 13 corpora- 
tions was estimated to be P15 billion in 
1985. A quarter of this level represents 
final payments for the Bataan nuclear 
power plant and other projects of the 
National Power Corp. to be completed 
at the end of 1984. 

The IMF was told also that a new 





Opportunity knocks twice 


Foreign banks and brokers who passed up the Korea Fund 
are now rushing to buy into South Korean stock firms 


By Paul Ensor in Seoul 


ithin the next few weeks, a num- 

ber of foreign brokers and mer- 
chant banks are expected to announce 
that they have taken equity stakes in 
South Korean securities houses. Since 
July 1983, local securities houses with 
paid-in capital of at least Won 20 bil- 
lion (US$24.69 million) have been per- 
mitted to sell up to 10% of their equity 
to foreigners. The September launch of 
the Korea Fund in New York also 
heightened foreigners' interest. 

The five South Korean firms eligible 
— Dongsuh, Daeshin, Daewoo, Lucky, 
and Ssangyong — have been discus- 
sing possible purchases with foreign- 
ers, and two, Dongsuh and Ssangyong, 
are near to agreement. Dongsuh Secu- 
rities is in the last stages of negotia- 
tions with Schroders Asia Securities, 
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under which Schroders would lead 
five to 10 foreign firms in buying a 10% 
non-participating cumulative share in 
the South Korean firm. 

Discussions have been under way for 
months (SHROFF, REVIEW, 16 Aug.) and 
a Schroders source emphasised: "The 
whole thing is far from settled, and 
there will be plenty of problems ahead, 
considering the number of players in- 
volved and the unprecedented nature 
of the deal." 

A group from Merrill Lynch has just 
departed from Seoul, having com- 
pleted a survey of all five companies. 
The odds are that it will soon make a 
serious offer to Ssangyong Securities, 
with whom it has been in close contact 
for a long time. Merrill is said to be 
eager to establish a presence in South 
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the Prime Minister to co- 
ordinate and review all 
aspects of the perform- 
ance of the 13 public cor- 
porations. The letter 
added: "We will expand 
the area under close 
monitoring to include, by 
the time of the first pro- 
gramme review [that is by 
March 1985], other corpo- 
rations, such as the Human 
Settlements Development Corp. and 
the National Food Authority." 

The letter promised to impose 
tighter credit policy on three public 
financial institutions — Philippine 
National Bank (PNB), Development 
Bank of the Philippines and the Philip- 
pines Guarantee Corp. Central bank 
credit to PNB would not exceed P5 bil- 
lion, which was the level outstanding 
at 30 June 1984. 

At the end of March 1985, central- 
bank credit would be limited to P5.1 
billion. The government estimated that 
"prospective" cash deficits in 1985 for 
these three institutions would be at 
P17.7 billion, of which P7 billion 
would be from PNB. 

The letter also expressed determina- 
tion to reduce reserve money. From a 
peak level of P34 billion in early Au- 
gust, reserve money was already re- 
ported to be down to about P29 billion. 
"We will limit reserve money to P31 
billion at the end of March 1985," the 
letter said. For 1985 the stated target 
was to restrict the increase in reserve 
money to 11%. 

Balance-of-payments estimates for 
1984 show an overall deficit of US$2.5 


Korea again, having failed to take a 
major role in the launching of the 
Korea Fund. 


n the Japanese side, Nomura 

Securities Co. is likely to come in 
on Merrill's coat tails, and Yamaichi 
Securities also has expressed an in- 
terest in joining in on a purchase of 
Ssangyong equity. All of the major Ja- 
panese houses have shown a strong 
interest in South Korean securities: at 
present, Nomura, Daiwa, Nikko and 
Yamaichi are the only foreign securi- 
ties houses with representative offices 
in Seoul. 

However, according to one manager 
of a South Korean securities house, the 
Japanese "seem to be interested in a 
dutiful manner, but not really full of 
enthusiasm." They are, however, likely 
to play an important role as followers 
in any purchase. As a potential buyer 
from London put it: "They are well 
ahead of us in terms of personal con- 
tacts; they've shown their interest and 
are ready to put up the money — but 
they will not be leading a purchase.” 
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external payments, and 
the exceptional financing 
expected to be disbursed 
from official and commer- 
cial bank sources by end of 
1984, the overall balance- 
of-payments deficit will 
be limited to about US$400 
million,” the letter said. 

Responding to the con- 
certed pressure from the 
IMF, the World Bank and the United 
States Government to dismantle 
monopolies run by President Fer- 
dinand Marcos’ associates, Manila 
pledged toliberalise controls. 

“To ensure adequate growth of sup- 
ply in industry and agriculture,” the 
letter said, “we have begun to phase 
out pricing, marketing, and other 
forms of administrative controls. In 
particular, studies are being taken in 
consultation with the World Bank con- 
cerning measures to ensure adequate 
and efficient prices for farmers in the 
sugar and coconut sectors.” 

With an eye to reassuring the cred- 
itors that the government would no 
longer "cook" its accounts (like the in- 
flated figure for its reserves) Virata 
and Fernandez said they have installed 
"effective procedures to ensure the re- 
liability of our statistical reporting. 
We have requested technical assist- 
ance from the fund in the fiscal area." 

They hoped that the measures would 
enable. the Philippines to reduce 
its external current-account deficit 
from 8.2% of GNP in 1983, to 5.2% in 
1984 and 4.1% in 1985 and to 2.3% in 
1986. _ п 





The immediate benefits of any 
equity purchase of this sort would be 
very limited in the short term, one 
reason the Japanese and Europeans 
with their longer time frames have 
traditionally shown more interest than 
the Americans in South Korea's 
stockmarket. 

Currently, foreigners cannot pur- 
chase South Korean equities directly: 
they can only do so through the coun- 
try's two open-ended trusts in London 
and the recently launched Korea Fund. 
The government sees direct purchases 
by foreigners coming sometime later 
this decade, as well as the opening of 
fully fledged offices in Seoul by foreign 
securities firms. 

Foreign buyers are hoping that the 
presence gained by buying into a 
domestic securities house would leave 
them in a good position to have an im- 
portant role in any new funds the gov- 
ernment may decide to launch over- 
seas, modelled on the Korea Fund. 
However, since the fund is only a few 
months old, talk of further such funds 
is still in the speculative stage. 
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When it comes to -—— | 
Asia’s frequent business | 
travellers, the Far Eastern | 
Economic Review offers you - 
the most mileage. 


p 
At present most of the 
world's leading airlines with 
routes in Asia use the Far East- _ 
em Economic Review regu- | 
larly as a primary advertising | 
medium. Why? The answer is 
simply because the Review — 
reaches the highest audience — 
concentration of heavy fre- | 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1982/83 6 City Media | 
Phase from the INTRAMAR: 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:— 
Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 
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By Richard Hanson in Tokyo 


he first follow-up meeting to the 

highly sensitive United States- 
Japan yen/dollar negotiations earlier 
this year on financial-market issues 
ended with a fair amount of American 
grousing about the pace and content of 
liberalisation in Tokyo. 

Behind the scenes, however, both 
sides can claim a degree of satisfaction 
over the results so far, For the Ameri- 
cans, the financial-market talks have 
produced results in the form of sub- 
stantial concessions by the Japanese 
Government, in contrast to much less 
visible progress on other US-Japan 
trade issues. For advocates of liberali- 
sation in Japan, the talks provide a 
self-serving amount of "gai atsu," or 
foreign pressure, with which to prod 
more conservative colleagues, banks 
and brokers into accepting change. 

On the US side, the chief negotiator, 
Treasury Undersecretary Beryl Sprin- 





kel, seems to have learned how to play 
the gai atsu role well. At a press confer- 
ence, he criticised Japanese efforts to 
liberalise Euroyen mar kets, and at the 


same time, improve the access of 
foreign banks to such activities as trust 
banking in Japan. 

Sprinkel admitted that "substantial 
progress" on some items had been made 
since the announcement of the yen/ 
dollar report in May this year, notably 
the freeing up of foreign-exchange 
transactions. But he presented a long 
list of problem areas that remain. 

The US Treasury's list includes the 
way a planned yen-denominated 
banker's acceptance market might de- 
velop (the US thinks Japanese brokers 
as well as banks ought to be allowed to 
participate and that non-yen trade 
bills should be acceptable), the timing 
of interest-rate deregulation in Japan, 
limits on foreign dealing in Japanese 
Government bonds, overseas yen- 


The US is still dissatisfied over Japan" S nena market 
liberalisation, but Tokyo seems unwilling to go further. 


lending practices and restrictions on 
Euroyen loans, and foreigners' access 
to membership on the Tokyo Stock Ex- 
change (REVIEW, 1 Nov.). 

Sprinkel's main complaint, how- 
ever, was that steps that are already 
being taken by Japan actually prevent 
free competition in the Euroyen mar- 
kets — and afford "excessive protec- 
tion" to Japanese financial institutions 
against foreign competition in Japan's 
home markets. He also criticised the 
manner in which Japan's Ministry of 
Finance (MoF) will continue to require 
official approval for issues of Euroyen 
bonds (by non-Japanese corporations) 
and Euroyen certificates of deposit (by 
banks outside Japan). Both will be 
"liberalised" starting 1 December. 

Sprinkel was particularly critical of 
an MoF decision to limit to a maximum 
of eight banks the number of foreign 
entries to be allowed into Japan's trust 
banking business. That is the same 
number of trust licences already held 
by Japanese banks. He said the limit 
would deny the opportunity for qual- 
ified foreign banks to participate in the 
market. 

Japan's Vice-Minister for Interna- 
tional Finance Tomomitsu Oba po- 
litely replied that the MoF would not 
be able to make use of all the sugges- 
tions being put forth by the Americans 
this time. He did make it clear, how- 
ever, that Japan was still firmly on the 
liberalisation track, and that changes 
planned between now and April 1985 
will indeed take place. 

Foreign bankers looked upon the 
latest review talks with mixed feelings. 
On one hand, they appreciate such 
steps as the lifting of limits on the 
amount of money they can swap into 
yen and an easing of limits on over- 
night exchange positions. 

On the other, a large number of 
foreign banks interested in tapping the 
fast-growing pension-fund market are 
going to be disappointed by the MoF's 
decision to limit the slots open to trust 
banks. The MoF faces the delicate (and 
highly political) task of apportioning 
among various nationalities the eight 
positions under criteria which are to 
be finalised by the year's end. 

Despite the criticism, it is generally 
felt the MoF indeed has given consi- 
derable ground. Japan's trust banks, 
for example, quite naturally would 
have preferred no new foreign compet- 
ition. "The powers that be [in Japan] 
believe in liberalisation," commented 
one American banker. In practical 
terms, as in the case of trust banking, 
that means a compromise between what 
one Japanese official describes as “per- 
fect freedom and perfect control.” D 
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` | Westpac gains 
Westpac Banking Carp. 
. Showed its muscle with a 
` record  A$306 milion 
(US$203.79 million) net 
profit for the vear to 30 
Sept., a gain of 37.7% over 
the previous year. In com- 
mon with other major Aus- 
tralian banks, Westpac be- 


_nefited from deregulation | 
and public enthusiasm for | ni 
saving. Deregulation al- 


lowed banks to maximise 


the margin between depo- | ^ 
sit and lending rates, while |. 
a lingering recessionary | 


“mood encouraged savings. 
Westpac's savings-bank 
arm lifted net profit by 
` 16.596 to A$41.76 million, 


with a 49% rise in trading- | 


bank profit to A$157.18 


million. Gross income rose . 
6.8% to A$4.87 billion. The 


bank lifted its annual di- 


vidend to 26 A cents from. 
25 cents, and will increase 


| its capital by way of a 
A$252 million one-for-four 


| | renounceable rights issue. . 
> This will raise total issued. 


E capital to A$500 million. 
— EDNA CAREW 


‚ VCA loss for Atlas 

Atlas Consolidated Mining | 
^: [and Development Corp. of | 
| the Philippines incurred а 
| net loss of P239.5 million - 


- (US$11. 98 million) in the 
"ug mein t Toa OW- 


| British-based 


J underwriting 


by a net loss of P540.8 mil- 
lion in 1984. 
Harry Toelle, president 


pof Atlas, reported that a 
n | typhoon in 


September 
ared TAE dae goid 


X Д NE of likely 


‚ Toelle. noted 
has 
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with. its ‘rivals. dt an- 
“nounced a A$269 million 
for the year to 30 Sept., a 
jump. of 36%. The bank's 
savings arm contributed 
substantially to earnings 
_ turning in. A$38.26 milli 
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an increase of 31. 296 over 


1983. The annual dividend 


мі rise to 30 A cents from. 


| 28 cents. The firm also is 
А making. a one-for-10 0 bonus 
“issue. to. mark its 150th an- 








The bank's total income 


| rose 9.9% to A$3.28 billion. 






е results were | affected by 


| non-recurring effects of 
writing off A$146.9 million 


‘as. goodwill arising | from. 


two recent. acqu sitions: 


, Bank and the merchant 
bank, Development Finance 
Corp. — — EDNA CAREW 


Good half for NZI 


services company . NZI 
_ Corp. recorded profits 53% 
. higher in the half-year 
| ended 30 Sept. at NZ$37.8 
million (US$18.7 million). 
The gain was made on a 
29% increase in revenue to 
.NZ$518 million. The com- 
pany managed to narrow 
losses by 
13% to NZ$9.4 million. In- 
vestment income was 32% 
higher at NZ$26.9 million. 
Other major contributors 
to earnings were sales of in- 
vestments at NZ$10.6 mil- 
lion and property NZ$3.1 
million. Forecasts have put 
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mntinued to show the steepest decline. 





NGKONG: The E its rally on 
back of expectations for an imminent prime- 
e cut but failed to sustain the period’s peak of 





k at the close to 1 ‚067. 61, which was still 
er than the previous period’s finish. Daily 
ng volume rose to an average HK$165.82 
illion (US$21.26 million). While blue chips led 
e gain in the earlier part of the period, they 
. also a target for profit-takers towards the 
e. Wall Street's decline had little impact on 
al sentiment. | 








y while volume -scored modest gains. 
iser's Industrial Index rallied through mid- 
iod before retreating оп the last two trading 
ys to close 39.85 points up at 4,356.94. The 
ght pick-up in turnover to a daily average of 
million shares (8.5 million previously) was 
ribed to bargain hunting by institutional in- 
tors. By 14 Nov., this flurry of institutional in- 
terest became evident: the Development Bank of 
gapore, for instance, shot up 45 S cents, to 
3$5.90 (US$2.78), in a single day. But bearish 
uarterly figures for the national economy and 
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Ue 


ient towards the end of the period. 


VAL LUMP "UK. | Having dipped below the 

0 point | barrier in the previous period, 
iser's Industrial Index went on falling to close 
t 2,913.17, down 47.35 points. Turnover picked 
р. slightly in the holiday~shortened period, 
veraging 6 million shares daily (compared with 
million previously). Textile Corp. and the re- 
listed Muda Holdings were among the 
:tively traded stocks. Another newcomer, 
Joo, made its debut on 17 Nov. and scored a 
cent gain, to M$1.20 (50 US cents), a 60 
yremium over its offer price. But this recep- 
yas considered no better than tepid by going 
| rds, reflecting generally bearish senti- 














iod on thin trading. Daily volume was down 
o an average 342 million shares. The Nikkei- 
w Jones Average closed at 11,284.21, up 49.09 
oints on the period — the first gain in three 
eks. High- technology. shares attracted much 
erest among domestic investors who were en- 
uraged by reports of earnings gains in the first 
lf of the fiscal year. Metals and chemicals en- 
j ed some popularity and pharmaceuticals such 
ni d Какей, made substantial EDS 





«et was due to-two major transactions 
ch swelled volume to 727.26 million shares — 
ls involved 400 million Vulcan Mining 
million Philodrill shares. Value reached 


hares. The min- 
6.32 as Atlas 


ESPITE Wall Street’ sS slide: most markets i in Asia recorded gains for the period to 19 
ov. New Zealand and Hongkong made the biggest ENIRO Among losers, Malaysia 


| ( IAPORE: share prices SBuctudted те 


nservative forecasts by Finance Minister Tony - 
non a weekend walkabout dampened senti- 


J Share prices strengthened during the - 


r iat little activity there was їп. 


d by across-sale - 


i s big third- Ik 


quarter net loss. Philex declined by a half cen- 
tavo. Losses in PLDT and San Miguel pulled down 
the commercial-industrial index by 2.1 points 
to 110.92. A gain by dividend- -payer Transasia 
boosted the oil index: 005 of a poi it to: ) 


AUSTRALIA: after тейл a downturn on 
Wall Street for most of the period, stocks fell vic- 

tim to the bear trend and lost ground across-the 
board. Leading. mining and bank stocks took a 
beating. The fall in the banking sector was large- 
ly a reaction to a build-up of anticipation ahead 





of buoyant bank profits announced over the past © 


week. Heavyweight Broken Hill Proprietary 


typified trading, losing 20 A cents on the last. 





trading day to close at A$10.65 (05$9, 18) T 


NEW ZEALAND: The market continued "n. 3s 


bullish with Barclays Index putting on 37.48 | 


points on the period. Investors were encouraged 
by a relatively liberal government budget and a 


number of good company results. An influx of 


overseas funds also helped sentiment — over the 


past few weeks, an estimated NZ$500 million 


(US$247,52 million) is believed to have entered 
the country. 
SEOUL: The composite index EG 1 4 
to 132:39, and the average daily trading Tevel 
dropped dramatically to 11.89 million share 
down 5.44 million from the previous period. T! 
main reason for the fall was a recent gover! 
announcement restricting the sale of “wann 
— repurchase agreements being $old by securi- 
ties houses to raise funds which carry a high in- 
terest rate. Worries about the general state df the 













economy and rumours regarding a possit 
nancial scandal further lowered spirits: By in- 
dustries, pang saw the largest gains. 


BANGKOK: The market extended its sa with 
the Book Club Index adding 2.52 points to close 
the period at 124.69. Advancing stocks out- 
weighed declining issues by 26 to 14, while 52 
counters remained unchanged. Volume totalled 


` 5.13 million shares worth some Baht 641.1 mil- 
lion (US$23.7 million) which represented a daily 


average of Baht 128.2 million. The upward move- 
ment was partly attributed to rises by Siam City 
Cement and other blue chips. Improved profit 
performance at International Finance Corp. of 


Thailand also helped sentiment. The market | 
weakened at mid-period, but recovered towards 


the close. 


TAIPEI: After ee the lowest point of the 


year at 792.24 points on the first trading day, the ` 
weighted price index rose steadily to close the _ 
period at 816.61, up from 808.73 previously, А. | 
prediction by the Council for Economic Planning | | 
and Development that the economy would grow | 
by 8.5% in 1985 despite a downturn in the United B 





States economy, encouraged investors. In: 


tional investors rejoined the fray after bein áb- ; 


sent for the past fiye weeks to push the index up 


again. Average daily turnover was NTS4S subs 
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TAIWAN 
Weighted Index 
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THE 
LONGINES 
STYLE 


Conquest VHP 
ís tbe men s model 
at right. All other 
Longines Conquest 
models, both ladies’ 
and men’s, are avail 
able in a variety of 
metals and colours, 
with a conventional 
quartz movement. 
All bave а sapphire 
glass and are water- 
resistant to a depth 
of 100 feet. 


Longines Conquest VHP is possibly the world’s most advanced wrist watch. 


` Unprecedented precision. Unprecedented battery life. made from the extremely hard XL 

- Conquest VHP is five to ten times Conquest VHP runs on a 3rd-gen- alloy and finished with a layer of 

more accurate than ordinary quartz eration lithium battery (mercury even harder en or titanium 

watches. Expect it to vary by as came first, followed by silver oxide). carbide. It is this layer, obtained by 

little as one minute in five years Battery life is five years or more and ion bombardment, which gives the 

(or 0.02 seconds а day). Responsible exceeds that of an ordinary watch watches their characteristic grey 

is a new Longines development: battery by a factor of three. aspect. 

a quartz thermometer inside the Unprecedented finish. Case Then there is the Swiss crafts. 

movement monitors and neutralizes апа bracelet of the models shown man's touch, something the VHP 

the main enemy of quartz-watch here have a distinctive silken finish, shares with the very first watches 

accuracy, the changing temperature, the result of blasting with pellets made by Longines, in 1832. 

of man-made sapphire. The case is 


LONGINES 


Pride of the Swiss since 1832 
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SOCIETY 


Images or imaginings? 


Images of Taiwan: Island Province of 
the Republic of China by Daniel Reid, 
photographs by Dan Rocovits. Hong- 
kong Publishing. No price given. 


| kre is often overlooked in the 
great rush to get to China. This is 
unfortunate, for Taiwan's charms are 
undeniable: the people are polite and 
industrious, qualities harder to come 
by on the mainland, and the island is as 
beautiful as any province in the main- 
land. 

So, let us hear more about Taiwan. 
This picture book, however, is the 
worst possible introduction. The prose 
reads like a mixture of an aggressively 
commercial travel brochure and, dare 
one say it, China Reconstructs. It will 
surprise even the greatest Taiwan en- 
thusiast to hear the grandiose Grand 
Hotel in Taipei compared to “an impe- 
rial Chinese palace.” And it surely 
stretches the imagination a bit to hear 
that the charming but still rather pro- 
vincial Taiwanese are “as stylish and 
sophisticated as the denizens of Paris 
and New York.” 








The author is at his worst when he 
celebrates the “wisdom of the East,” 
contrasting it with the barbaric West. 
He sounds positively peevish, like an 
exasperated schoolmaster, when he 
exclaims that “Western societies have 
learned next to nothing from the an- 
cient wisdom of the East.” What is this 
wisdom? Well, a combination of 
“warm human feelings” and yin and 
yang. 

The author sums it up like this: “One 
of my first impressions of Taiwan 
when I moved here in 1973 was how 
distinctly Chinese the place felt. It did 
not look particularly Chinese, but it 
certainly felt so. It took me years to 
realise why: the Chinese are concerned 
primarily with inner character..." 

He quotes with approval a Dr Irving 
Ho, director-general of the Science- 
Based Industrial Park in Hsin-chu: 
"We Chinese truly believe that funda- 
mental human values form the most vi- 
able basis for economic success." The 
author's comment: "Here is a perfect 
example of how much the West has to 
learn from the East." No wonder that 














Opera star: undeniable charms. 


——À 





the author and his photographer de- 
scribe themselves in their blurb as 
"American expatriates deeply dedi- 
cated to cultivating ‘traditional 


| Chinese ways of life.” 


One can only feel pleased that they 
have found happiness. But, please, for 


| the sake of Taiwan. let us have some 


| 





books offering less Oriental wisdom 
and more reality. — IAN BURUMA 
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THE ONLY INTERNATIONAL HOTEL 


IN THE HEART OF TSIMSHATSUI 
THAT OFFERS THE UNEQUALLED 


STYLE AND ELEGANCE THAT IS, LE 
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KONG. TEL: 3-669996 TELEX: 40955 
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Stabilizes newly built 
industrial plants on a high 
production level 
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increase productivity. 
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LETTER FROM YANJI EH 


im Tongin, a Korean writer of the 

1930s, describes the plight of his 
fellow-countrymen in Manchuria, 
where they were brutally exploited 
by both the majority Hans and the Ja- 
panese, as a bitter and tragic one in 
his short story, The Red Hills: A Doc- 
tors Diary. But today the Korean 
minority in northeastern China have 
their own autonomous region where, 
similar to other minority па- 
tionalities (China has about 50), 
they run their own internal affairs, 
use the Korean language in official 
documents and street signs side by 
side with Chinese, and receive special 
treatment from the central au- 
thorities in Peking — including 
exemption from China's strict one- 
child birth-control policy. 

An important reason for the 
privileged ` treatment nowadays 
meted out to China's minority peo- 
ples is the fact that they are generally 
settled in sensitive border regions 
and in many cases, such as that of the 
Koreans, have racial and cultural ties 
with the peoples of neighbouring 
countries. The Koreans, who started 
to migrate from their homeland in 
large numbers when the pressure 
from the colonial Japanese forced 
many from their ancestral lands 
around the turn of this century, also 
have an ancient claim on the north- 
eastern part of Manchuria close to the 
present-day borders of the Soviet 
Union and North Korea; the Korean 
kingdoms of Koguryo (37 BC-AD 
668) and Parhae (696-935) had their 
capitals and most of their territory in 
what are now China's Heilongjiang 
and Jilin provinces. 

The Yanbian Korean Autonomous 
Prefecture covers about 40,000 km” 
and its population is 1.8 million, the 
vast majority of them of Korean 
stock. It forms the northeastern 
corner of Jilin province and its south- 
ern boundary is the whole length of 
the Tumen river which marks the 
border with North Korea: the whole 
length, except for the last 12 miles to 
the sea, which is Soviet territory. 

For the most part it is lush and roll- 
ing farmland, reminiscent of Aus- 
tria's alpine meadows, thickly dotted 
with hamlets. The houses in both the 
countryside and the towns are di- 
minutive, one-storey affairs, often 
thatched, with eaves almost touching 
the ground. 

The amount of food the locals get 
through in these places is astonish- 
ing; even workmen grabbing a quick 
lunch break will order seven or eight 
dishes and four or five pints of 
draught beer. A wide variety and 
hefty portions of meat dishes, includ- 
ing dog meat, and mounds of raw veg- 
etables seem to be the staple offer- 





ings, but the Koreans’ favourite pick- 
led-vegetable side dish, kimchi, is not 
much in evidence, at least during the 
summer, nor is makkolli (rice wine). 

There is no doubt that Peking re- 
gards the Yanbian Korean Autono- 
mous Prefecture as a model for its 
minorities policy. It certainly is a 
prosperous area by Chinese stand- 
ards, and in July hosted a conference 
of minority-region governors. 

The reasons for this success are 
several, according to Oh Kwang Su, 
editor of the Korean-language Yongil 
Ilbo (Yanji Daily), published in the 
prefecture's capital, Yanji. 

The people of the northeast have a 
long revolutionary tradition of resist- 
ance to the Japanese and various 
warlords, dating back to the 1900s, 
and cooperated closely with the 
Chinese communist guerillas whose 
effective control of the area was es- 
tablished three or four years before 
their final victory over Chiang Kai- 
shek's forces in the rest of the main- 
land. There is no strong, established 











religion to bedevil relations with the 
Chinese, as in Tibet or the Muslim 
areas. Also, racial and cultural dif- 
ferences are not such as to cause any 
but minor frictions. 


ut, most of all, Oh stressed, it is the 

Koreans' almost-fanatical zeal 
for education that has been behind 
the smooth implementation of re- 
forms in both agriculture and indus- 
try. According to an article in the 
magazine National Unity, "it is 
widely known in China that the Yan- 
bian Korean Autonomous Prefecture 
leads the country in the education of 
minority nationalities...” The article 
goes on to quote statistics to show 
that the number of graduates of all 
levels, from Yanbian University 
down, among the Koreans is nearly 
double the national average. 









Investment in education takes up 


20.6% of the prefecture's total 
budget. "We prefer to upgrade edu- 


| cation even at the expense of other 





programmes," one official said. In- 
deed, even in the dismal pre-war days 
Kim Tongin had noted the high level 
of literacy among the poor Korean 
peasant farmers, as compared to the 
much better-off Chinese, remarking 
that even the meanest hovel had a 
place of honour for a copy of the 
Thousand-Character Classic. 

As yet, the region is not open to: 
foreign tourists and accommodation 
for visitors is spartan, to say the least, 


except at the rambling Yanbian 
Guest House in Yanji — quiet, 
spacious and full of old-world 
charm. 


The biggest tourist attraction in the 
province is undoubtedly Paektusan 
(White Head Mountain). With its 
roots deep in the mythology of their 
race, Paektusan, an extinct volcano, 
has been a place of pilgrimage for Ko- 
reans throughout history, and it is 
certainly awe-inspiring to stand 


r 


Bilingual station sign; Paektusan: a place of pilgrimage. 





amid the cindery volcanic pinnacles 
which surround the huge crater lake 
at the summit amid the clouds and 
mist. It is 2,744 m high and the crater 
lake, 312 m deep, is the source of the 
Tumen and Yalu rivers which flow 
north and south, respectively, and 
form the natural northern boundary 
of the Korean peninsula; the border 
between China and North Korea cuts 
across the middle of the lake. 
China's recent open-door policy 
has included in recent months allow- 
ing a number of overseas Koreans 
and even South Koreans to visit the 
Yanbian Korean Autonomous Pre- 
fecture and contact distant relatives 
here. This summer, an ex-cabinet 
minister from Seoul managed to 
climb to the top of Paektusan and 
gaze on the northern half of his di- 
vided homeland. — PAUL WHITE 
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AT OVER 40 MERIDIEN HOTELS 3 
AROUND THE WORLD YOU CAN 
EXPERIENCE WHAT THE FRENCH 
PROUDLY CALL LE RAFFINEMENT 
I'S AN UNEQUALLED STYLE AND 
ELEGANCE; A WAY OF CARING FOR 
YOUR EVERY NEED WITH AN 
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UNMISTAKABLE FRENCH TOUCH. 
YOU'LL FEEL IT IN OUR WARM 
PERSONAL WELCOME, THE COM- 
FORT OF OUR ROOMS, OUR 
COURTEOUS ATTENTIVENESS AND 
SUPERB CUISINE. 


THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


GROUPE AIR FRANCE 












THE 
WORLD OF 
MERIDIEN 


WITH THE CON- 
TINUOUS EXPANSION 
OF MERIDIEN WORLD- 
WIDE, HOTELS WILL 
OPEN IN THE FOLLOW- 
ING CITIES: PORTO, 
LISBON, NEW PORT 
BEACH/LOS ANGELES, 
VANCOUVER, SINGA- 
PORE-CHANGI, DELHI, 
TAIPEI, ALEPPO,CAIRO/ 
HELIOPOLIS, ALEX- 
ANDRIA. 
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THERE ARE ALREADY 40 
HOTELS WORLDWIDE, IN- 























CLUDING: PARIS. NICE, | 
LYON, TOURS, ATHENS, 


MILAN, TUNIS, MOHAM- 
MEDIA, CAIRO, BAGHDAD, 
DAMASCUS, PALMYRA, LAT- 
TAKIA, KUWAIT, AL KHO- 
BAR/DHAHRAN, JEDDAH, 
ABU DHABI. SHARJAH, 
KHARTOUM. DAKAR. KIGALI, 
PORT GENTIL., BRAZZAVILLE, 
DOUALA, GISENYI. RIO. 
BAHIA, MONTREAL, HOUS- 
TON, BOSTON, NEW YORK, 





SAN FRANCISCO, NEW 
ORLEANS. TOKYO. HONG 


KONG. HONG KONG/AIR- 
PORT, SINGAPORE, CO- 
LOMBO, GUADELOUPE, 


MARTINIQUE, MAURITIUS, 
REUNION. 


FOR RESERVATIONS, CONTACT 
YOUR TRAVEL AGENT, ANY 
MERIDIEN HOTEL OR SALES 
OFFICE. 
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Lost cause 


jı LETTERS BINNEN 


Both culturally and traditionally Hin- | 


dus and Sikhs are of the same race and 
for the past five centuries they have 
lived as one big family. What spoiled 
all this? The answer is not difficult to 
find. The misfortune of the present- 


day Sikhs has been that they have not | 


had any noble leaders. Selfishness and 
narrow parochial ends were of greater 





consideration than the larger interest | 


of the whole Sikh community. 

With the rise of Sant Jarnail Singh 
Bhindranwale, the better Sikh leaders 
took a back seat and by their silence 
gave the impression that they sup- 


| ported him. Unfortunately the Sikhs | 


could not see through the whole game. 

Time and again Bhindranwale was 
asked about the welfare of Sikhs in 
states other than Punjab. He categori- 
cally said that he did not care about them. 


Despite this, the Sikhs never realised | 


the dangers they would face if the ex- 
tremists were not contained. Sikhs liv- 
ing abroad have been the most irres- 
ponsible in this respect. What was 
their objective? Apart from jeopardis- 
ing theinterests of their fellow Sikhs in 
India, their attitude led to every Indian 
abroad becoming suspect. I do hope 
that good sense will prevail and the 
Sikhs abroad will do some rethinking, 
to once again earn the respect that the 
Sikhs had a few years ago. 
Delhi 


The assassination of Indira Gandhi by 
members of her own security forces 
was a debacle for the Indian nation; à 
debacle from which India may never 
recover. 

However, the rejoicing among Lon- 
don Sikhs as seen on BBC-TV was à 
sight as despicable as the assassination 
itself. This ignoble act has probably 
deferred the cause of the Sikhs and 
Khalistan by another century. What- 
ever sympathy the Sikhs may have had 
among moderate Indians has been lost 
overnight. 

Goroka, Papua New Guinea 


Across the strait 


Regarding Carl Goldstein's sources of 
information for his article on Taiwan, 
Keeping a door open [8 Nov.], foreign- 
ers in Taiwan are routinely briefed by 
whoever is the current director of the 
Institute of International Relations. 
Despite appearances, there is nothing 


A. JOSEPH 


| "quasi-governmental" about the insti- 


tute. 

According to Tsai Wen-ping, à 
former institute director, it is regularly 
engaged in espionage activities. Fur- 
thermore, the director's position is 
often a springboard for important 
overseas assignments. Tsai, for exam- 
ple, went on to become the director of 
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the Coordination Council for North 
American Affairs. He was later re- 
placed by Frederick Chen, a higher- 
ranking Foreign Ministry official. 

And since when are the United Daily 
News and the China Times “the two 
largest daily newspapers”? Perhaps he 
meant English newspapers. The most 
significant bit of information in the en- 
tire article is in the next to final para- 
graph. United Daily News is the offi- 
cial Kuomintang (KMT) English-lan- 
guage newspaper. It is usually so thick 
with propaganda and misguided views 
that it is nauseating. That its editor-in- 
chief was removed in the circumstance 
described is newsworthy in itself. 

What is even more annoving than all 
of the above is the statement that 
"another complicating factor is the 
fear of many native Taiwanese, who 
make up 85% of the population, that 
the ruling KMT some day may reach an 
agreement with the Chinese Com- 
munist Party over their heads." A cler- 
gyman fed me this same line verbatim 
four years ago. Can we have spoken 
with the same man? 

I discovered after more than a year in 
Taiwan that clergvmen, though often 
quite knowledgeable, are not the best 
sources of political intelligence. It is 
probably a more accurate statement 
that — the Taiwan Independence 
Movement aside — the KMT remains 
vigorously opposed to any kind of co- 
operation with the communists, while 


"When you arrive 
at The Regent, Hong Kona, 
you know | 
you've arrived.” 


many Taiwanese businessmen would 
be quite pleased with such a liberal ac- 
cord as China is offering its wayward 
province. 


Wuhan, Huber DAVID A. COIA 


Singapore's struggle 

Your review of Singapore: Struggle for 
Success [18 Oct.] regrettably made 
some assumptions which are inaccu- 
rate, quoted me out of context and in- 


vented a quotation which does not ap- | 


pear in the book. 

The assumption that the timing of 
the book to coincide with the 25th an- 
niversary of the ruling People's Action 
Party (PAP) was deliberate, is false. It 
was fortuitous. If I had not been asked 
by the publishers in 1983 to reduce the 
length of the book by some 150 pages, it 
would have been published that year, 
as planned. 

Nevertheless, I am gratified that the 
reviewer repudiated an assumption 
that I was the PAP's “hired hand” to 
write the book; in fact, no member of 
the PAP set eyes on the book before it 


was typeset, bound and ready for pub- | 


lication. But I deplore your reviewer's 
suggestion that my personal respect 
for Lee Kuan Yew introduced some 
distortion into my account of past 
events. I acknowledge, of course, my 
admiration for the unique achieve- 
ments, in times of both crisis and sta- 
bility, of Singapore's prime minister, 
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likewise for the leaders (past and pre- 
sent) of the PAP, but I did not allow 
sentiment to cloud my judgment of the 
events which I have described in the 
book; described, I may add, with de- 
tachment and impartiality insofar as 
this is ever possible. 

The reviewer's deduction, that I 
tended to exaggerate Lee's “infallabil- 
ity" by exonerating him from the 
party's decision to participate in the 
first general election in Malaysia made 
no mention of the evidence on which 
my assertion was based. Not only has 
Lee denied that he had any knowledge 
of the decision at the time it was made, 
but a statement by the registrar of 
societies in Kuala Lumpur testified to 
the fact that an application from the 
PAP for the registration of the party in 
Malaya had been received while Lee 
was on a tour of 17 African countries. 
In other words, it was a snap decision 
of which Lee was personally unaware 
until his return from Africa. 

I did not overlook the seriousness of 
the PAP's decision to participate in the 
Malaysian election. The origins of 
Singapore's intrusion into mainland 
politics, "which," as I pointed out in 
the book, "was to have such serious 
consequences for the party in its future 
relations with the Alliance," is fully 
explained. I did not accept, for reasons 
given in the book, the PAP's claim that 
its participation in the election had 
helped in "exposing and isolating" the 
Socialist Front, and I noted that the 
consequence of PAP participation was 
“a deep seated distrust among... lead- 
ers [of the United Malays National Or- 
ganisation (Umno)] for the People's 
Action Party. A party which was per- 
ceived not only to threaten the political 
existence of Umno's Chinese allies, but 
even of Umno itself.” 

I must also regrettably take issue 
with your reviewer's assumption that 
my “primary objective” was to warn 
the younger generation of Singapo- 
reans of the dangers of communism. I 
would not be so presumptuous. My pri- 
mary objective was to explain as com- 
prehensively as I could (there are 2,000 
references and 1,900 indexed entries) 
not only what happened during the 
principal turning points in the island's 


| contemporary history, but, more sig- 


nificantly, why it happened. 

Your reviewer also stated that I had 
failed in the book to explain why some 
individuals had decided to support the 
communists, and that I had made no 
clear distinction between the motiva- 
tions of the pro-communists and the 
non-communists. The reviewer is cor- 
rect to say that the pro-communists 
believed in a violent overthrow of the 
colonial government and that the non- 
communists preferred democratic 
(constitutional) means to achieve self- 
government. 

Open confrontation, however, be- 
tween the two wings of the party 
(mainly on the issue of abolishing the 
Internal Security Council in relation to 
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Looking for America’s premier operating bank? 
Ask Société Générale de Banque how we balance the world for them every day. 


If your business involves the U.S., Each branch retains the autonomy Mellon's unique combinatior 


or U.S. dollars, Mellon Bank's to manage its own foreign exchange advanced technological systems а 
operating capabilities can give you position and maintains its individ- seasoned profess ional judgment has 
a big advantage in many areas. ual clearing-account balance, but brought us international client 
. . M ULTICLEAR minimizes the seeking innovative solution 
When dollar clearing services SITE Saec Seer m 1: | СЕ mi 
ow costly borrowing, idle balances and airlines to manufacturers, fi 
became a problem at Société eB Wr ai ilte ! | 1 
"m | penalty fees that such flexibility banks to oil companies, al 
Générale de Banque/Generale | "eso си SERRE SPL TOTES, 3. | 
> REP usually entails. The savings can the world 
Bankmaatschappij, Belgium's Eoi Ue, igang m ir es 
reach thousands of dollars a day. MMC Y | 
largest bank, Mellon developed a Го find out what America's | 
custom-designed service called Available to banks and international operating bank can do for you, con 
MULTICLEAR™. It automatically ^ corporations, the MULTICLEAR tact your nearest Mellon branch or 
nets the daily dollar balances of service provides a unique cost-allo- ^ representative office, or writ 
branches and affiliates from cation system which supplies all the Mellon Bank Internationa 
Antwerp to Singapore, without information needed to fairly allocate Вох 999, Wall Street Station 
zero balancing. clearing costs internally among New York, NY 10268, USA 


branches and affiliates. 
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The ‘tsuru’ is the sacred crane of Japan. 
A sign of good fortune and happiness, it is 
also the symbol of our airline. 

Today, Japan Air Lines operates the 
world’s largest fleet of B747’s. We are also the 
largest DC-10- 
wa"* — 40 operator. 

mie such size we 






ы extensive and 
thorough service. JAL flies to 55 cities in 33 
countries. 

We offer the most comprehensive 
Trans-Pacific schedule out of Tokyo with 
over 60 B747 flights every week to 7 major 
U.S. cities and Vancouver. 

A daily Executive Express non-stop to 


* Source: International Air Transport Association 


Flock to America. 





New York that arrives at 11.30 a.m. the same 
day. 

Throughout Asia, JAL operates a 
complete system of connecting flights to 
Tokyo. 

On the world’s number one IATA airline’ 
you'll experience the warmest hospitality,and 
gracious service, as much a pleasure to give 
as it is to receive. 

So you can flock to America with JAL. 


It’s always a pleasure. 
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Boece AIRLINE FOR 
TSUKUBA EXPO '85 
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ен to which the ubl is ene 
to lend an attentive ear. Indeed, it was |f 
| partly because the then inexperienced 
PAP government leaders indulged on 
the hustings in excessively theoretical 
argument that contributed to their de- | 
feat at the Anson bv-election in 1961. 
In the present context, far from being 
disdainful, I was explaining a PAP di- 
lemma: its attempt on the one hand to 
convince the public that "some of the 
problems arising out of merger were a 
communist cover-up for more sinister 
designs, and yet not wishing to over- 
play its hand for fear of evoking public 


| 
Scepticism" over PAP political attacks | PROJECT ENGINEERS (irrig 
| 
| 
| 






"B PROJECT ECONOMISTS/FINANCL \L ANALYST 
(Agriculture, Industry, Energy, Water Supply, 
Public Heaith) 


identification, preparation, appraisal and evaluation of financial’ ieconorhic 
viability of loans and technical assistance projects; provision of forecasts of pr 
ject ітрасгоп the overall social/economic development of the recipient count 
the development of the sector and its sectoral interfaces; financial/ecor 
analyses including forecasting of financial/economic rates of return; evalu 
of financial impact and viability repercussions of changes in project implemer 
tion conditions; administration of financial/economic aspects of loans and {еси 
cal assistance projects. 
































on its former comrades. Sanitation, Electric Power, Agricult sn Tele AL 


As for the reviewer's perplexity as to MON 

why the PAP received an overwhelm- Identification, preparation, appraisal and evaluation of technical and econ 

ing vote in favour of merger during the | mic viability of loans and technical assistance projects; determination of £ 
feasibility including input-output analysis of proposed engineering syster 
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1962 referendum, the arguments for administration, including supervision of project implementation by executive 
and against merger were made agencies. 


abundantly clear, including three 

pages of ‘explanation covering five 

principal reasons why the PAP had a | 

political advantage over their oppo- 
nents, 

In the absence of statistically sound 
opinion polls, neither the PAP nor the 
Barisan Socialis could possibly have ! | 
known with any degree of reliability The positions offer a competitive salary paid i in US Dollars normally free.o 
how the public would vote in the first tax, and an excellent benefits paenags: 


. ever referendum. Even Special Branch 
& Interested persons are invited to send to the following address their cur 
Aas ССО чи ис орон GL Due out riculum vitae, including present salary and details of their working experience, in- 


. come because, on the face of it. the pro- 
` communists controlled 37 out of the 51 dicating on both letter and envelope REF. NO. HK 48: 


PAP branches, and the PAP could only 
mobilise grassroot support through PERSONNEL DIVISION 


> some 25 community centres. It was a 
situation which had no precedent. The ASIAN GE BANK 


outcome was anyone's guess. In the MANILA, PHILIPPINES 
event, only one-quarter of the electo- || 
ate voted a st теше. Тһе "five | 


Candidates should have a university degree or equivalent education, anda ٤ 
minimum of five years of professional experience in their particular field of exper 
tise. 


Fluency in written and spoken English is essential. Staff and their families: 
will be basedin Manila, Philippines, but the positions involve international travel. 
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The KALTIM 2 Fertilizer Complex 
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The dedication of the Kaltim 2 fertilizer complex 
located at North Bontang in East Kalimantan 
commemorates another Indonesian success 
toward achieving self-sufficiency in fertilizer 
supplies through the use of Indonesia's own 
resources of natural gas. This will increase the 
productivity of Indonesia agriculture through 
greater application of fertilizer. 

Completed in 27 months, Kaltim 2 is the 
largest single fertiizer plant to be constructed in 
Indonesia. Under the leadership of P.T. Pupuk 
Kalimantan Timur (Kaltim), many other organiza- 
tions contributed to this Indonesian success. 
These include: 

• the 2100 Indonesian workers who built the plant 

* the several Indonesian sub-contractors who 
supplied services to the plant 

* numerous Indonesian manufacturers that 
supplied materials 








Another Indonesian Success 


* the Indonesian national shipping lines that 
delivered 77,000 tons of equipment from Japan 

* PT. Kellogg Sriwidjaja, a joint venture Indonesian 
engineering company owned by Kellogg and Pusri, 

• the 60 Indonesian plant operators who were 
trained at overseas fertilizer plants under 
Kellogg direction. 

Our M.W. Kellogg Company of Houston did the 
process and design engineering using its proven 
ammonia process and the Stamicarbon urea 
process. The supply and financing of the plant 
equipment was arranged by Kobe Steel Ltd. and 
Toyo Menka Kaisha, Ltd. in cooperation with M.W. 
Kellogg. Kellogg Overseas Corporation, who 
was responsible for contract management, is 
proud of its contribution in helping P.T. Pupuk 
Kalimantan Timur (Kaltim) respond to the national 
interests of Indonesia by putting this new fertilizer 
complex into operation. 


KELLOGG OVERSEAS CORPORATION and 
The M.W. Kellogg Company 


A subsidiary of Kellogg Rust Inc. « one of The Signa! Companies! 9] 


Houston, Texas 77046-0395 U.S.A. Telex-762556 





6 DECEMBER 1984 e FAR EASTERN ECONDMIC REVIEW 













A Soviet trainee diplom defect 


the Korean peninsula. 





' post-Marcos. 


. Pages 17-18 
` Youth plays a big part in forthcom- 
с ing general elections in both 
. Singapore and Australia. 


. Page 20 
<- As the Vietnamese step up their at- 
` tacks on the Cambodian resist- 






` within the resistance coalition. 
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to South Korea — endangering 
moves towards rapprochement on | 


.ance, a political row breaks out 





As mystery still төй dE. the 
state of Philippine President Fer- frest 
dinand Marcos’ health, the spot- | rity. 
light falls on the military's role 


‘Australia’ S 


intellige 
narrowly survive: 
debacle. 








Two. "diplomatic. approaches on 
Cambodia — one to safeguard the 
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to grief at the United Nations. 


Pages 44-46 

A lot of grassroots political sup- | 
port is at stake in the continuing | 
wrangle between Malaysia's major 
party and its Islamic rival. 
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1987 ‘after being f found guilty 


‘j on six charges of misuse of reserves on te | 


















November of British Deputy | 
High Commissioner Percy 
NOFTIS. 
Both Indian police and Bri- 
tish officials professed to be 
uzzled as well as disturbed 
by the claim, made in a tele- 
ione call to a newsageney in: 
on by a spokesman for 
pup who claimed to be 
from Bucharest, 


three years. A vice-minister of 
the State Economic Commis- 
sion, Zhu Rongji, announced 
that ‘China | would 


New Zealand's former pr ime 
minister, Sir Robert Muldoon, — 
will face a stiff test on 20 or 21 
December when MPs of his 
opposition National ‘Party 
vote for a leader. After the 1 
party's election defeat inJuly,. 
. after more than eight years in 
power, Muldoon indicated he 
would not be a candidate for 
the leadership. | 
But since then he has saidhe 
is under growing pressure 
from ordinary party members. 
to stay on as the most likely 
Vale to defeat Laboür Prime | 



























rency to import technology in 
à three-year upgrading pro- 
gramme. The English-lan- 
guage China Daily on 24 
November quoted a Bank of 
China (BoC) spokesman as 
saying that new and more 
flexible loan policies will en- 
ү able "thousands" of domestic 
enterprises to use the coun- 
trv's hard currency reserves 
The enterprises | will be able to 
borrow foreigr exchange to 
qd лепі, and will 
repay BoC in renminbi. 

Local governments can ap- 
1 | prove technical-improvement 
plans involving total invest- 
ment of up to Rmb 30 million 
(US$11.5 million), and im- 
ported technology of up to 
US$5 million on a province- 































erg he Was. yrs to, he 
$1 E said that the British 
new, The same group claim- 
{ responsibility for kill- 
ing the British Council repre- 
se tative in Athens in March 





leaders, Pon. even fail- 
ing to survive the first ballot 
against four other decla 
candidates: deputy lead 
McLay, former transp 
minister George Gair, former 
energy minister Bill Birch and 
former labour minister Jim 












5 Bombas police sealed all 
dts to the city and started a 
massive manhunt for two men, 


















described. as "foreigners," | Bolger. — COLIN JAMES | wide basis. A considerable 

n leaving the scene after amount of local funds, equiva- 
Norris was shot through the | Newa roach in lent to US$5 billion, also will 
head and heart whilein his car New C onia be set aside over the three 






vears for installation of 
foreign equipment. 

With “yearly export earn- 
ings of more than US$20 bil- 
lion, sizable funds from 
Chinese abroad and foreign 
‘tourists, US$16 billion in re- 
serve and a large pool of long- 
term, low-interest credit, 


The French Government has 
sent a special envoy to the 
| Pacific territory of New 
А де а оп rights | Caledonia in an effort to bring 
or Mrs Bandaranaike | ihe Kanak Socialist National 

i. Lanke Pn ime, Minister | Liberation. Front (FLNKS). 
back into a dialogue on the 
question of independence for 
the territory. 

The FLNKS elected its own 
"provisional government" on 
25 November headed by Jean- 
| Marie Tjibao, 48, a sociologist 
and former Roman Catholic 
. priest who headed pro-inde- 
pendence groups in the ter- 
ritorial assembly until earlier 
this year, and has demanded a 
decision on New Caledonia's 
future within six months. 
‘Conservatives, who won a 
majority in the 18 November 
assembly elections amid an 
FLNKS boycott, meanwhile 
| elected a cabinet under Sen. 
^. | Diek Ukeiwe, a Melanesian, 
Р Гапа саПеа оп France not to 
talk with "terrorists." 
eports from Paris suggest 
at President Francois Mit- 

3 errand and his ministers are 

‘ed as Say ing. she would 1 never | thinking of bringing forward 
ask fora pardon. jio next year a referendum on . 
| daranaike, | independence planned for 


twi ce 1 
in the 1960s 1989. — HAMISH McDONALD 


he centre of the city. 
к — PAUL SILLITOE 






















he de. | 
Ed. asa d ien by the oppo-> 
tion Sri Lanka Freedom 
arty (SLFP) for the restora- 
Hon of the civic rights of its 
ormer leader and prime 
minister, Sirimavo Ban- 
daranaike. 

His promise came after an 
opposition spokesman sug- 
gested in parliament that if- 
Mrs Bandaranaike were able. 
to return to politics she might 
be able to influence India in 
ping an Dansa tackle the 









the country is now ready toin- 
vest in industrial technology 
on a large scale. 


$$100 million credit 
facility for Keppel 


- In a bid to control its spiral- 
ling interest costs (page 75), 
Singapore's Keppel Shipyard 
has pioneered yet another new 
capital-market instrument for 
a local firm — the revolving 
underwriting facility. While 
these facilities have been is- 






































based Asiadollar market, 
/Keppel's facility is the first to 
be issued in the local currency. 
A 10-bank consortium will ex- 
tend an unsecured $$100 mil- 
lion (US$46.3 million) credit 
line to Keppel over a five-year 
period, with an effective in- 
«terest ceiling set at the Singa- 
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A little-known group calling: PONSE WONEN office. China is ready to: dig deoi 
itself the Revolutionary Or- —MANIKde SILVA | into. foreigm-exchange  re- 
Banisation of Socialist. Mus- f serves (US$16.5 billion . 

ims claimed responsibility for: Stiff leadership | June 1984) to buy foreign | 
the murder in Bombay on 27. test for Muldoon | technology during the next | 


! spend 
US$14 2 bilhon in foreign cur- 


much of which has not been 
drawn," said the China Daily, 


-— MARY LEE 


sued before in the Singapore- 
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a When credit markets | 
“competitive, subscriber banks - 


within the consortium. T 


November deadline for propo- 
‘sals. Although names of in i: 
vidual applicants have. not 






ar 


may tender notes to Keppel . 
under the facility on an ass 
needed basis at lower-than- 
prime rates. But in times. of. 
tight money, the rate ng 15 
guaranteed by fou ider- 
writing banks (all local majors 










Development Bank of Singa- 
pore is manager, and Singa- 
pore International Merchant: 
Bankers eT г 5 LINCOLN KAYE 






at pe poe rk 7 


The Consolidated Plantations 
unit of Sime epus dra pad t 





half iei price setina 1982 T 
— subsequently cancelled — . 
with Pegi Malaysia. ОМІ 


British parent company, Dun- 


lop Holdings, will use the 
M$104 million (US$43.3 mil- ` 
lion) proceeds to reduce. some 
of the debt burden that led to. 
its recent restructuring by its 
banks. Pegi offered M$255 
million for the same 51% stake 
two vears ago, but financing 


fell through. — = CELINE FERNANDEZ 


42 foreign banks m | 


Australian lice 


Applications for new  Ast?a- 
lian banking licences have 
been submitted by 42 foreign 
groups, Treasurer Paul Keat- 
ing announced after the 23 









been disclosed, major banks 
from North America, Japan, 


Europe, Hongkong and Singa- 


pore are known to be included. 
Applications from groups not | 
involving foreign participa- 
tion are not included. among — 
the tally of 42 as they are being _ 
considered separately. 
However, Keating said 18 of 
the foreign groups involved 
Australian participation, 
either throwgh joint ventures 
or by way of proposed equity 
issues. Capitalisation of the 42: 
foreign bank proposals was an 
average А$55 million (US$47 
million): The applications are 


being studied by the Reserve 


Bank and various government. | 
departments. Keating said _ 
“about half, га. dozen" licences ` 
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NO JUSTICE — € 
Reports circulating in Hanoi 
suggest that Vo Van Kiet, the 
architect of the present economic 
reforms which have already led 
to a dramatic improvement in 
Vietnam's agriculture, may be in 
political trouble. One story says 
thatin the coming months he may 
be replaced as chairman of the 
State Planning Committėe and 
relegated to the comparatively 
unimportant Ministry of Fores- 


try. 
LET'S BE FRIENDS 


Hun Sen, deputy premier and 
foreign minister of the People's 
Republic of Kampuchea, is on an 
important European tour aimed 
at improving the regime's 
international stature. 
Accompanied by the Phnom Penh 
regime's ambassadors to Hanoi 
and Moscow and three other 
senior officials, Hun Sen visited 
Sweden before arriving in 
France. In Paris he met officials 
of the ruling Socialist Party and 
was scheduled to meet President 
Francois Mitterrand's foreign- 
policy adviser, Regis Debray. 


FRENCH KISS 


The French Foreign Ministry is 
planning to authorise soon the 
opening in Paris of an 
information bureau by the 
Vietnam-backed People's 
Republic of Kampuchea and to 


AFGHANISTAN 

Four people were killed in a guerilla 
missile attack in Kabul, the government 
radio said (26 Nov.). More than 100 Soviet 
soldiers may have been captured by rebels, 
diplomats in Islamabad said (27 Nor.). 


CHINA 
Foreign Minister Wu Xueqian arrived 
in Teheran on an official visit (24 Nov.). 


INDIA 

The Manipur state government was re- 
duced to a minority when 14 members of 
the ruling Congress party resigned, the 
Press Trust of India said (24 Nov.). British 
Deputy High Commissioner Percy Norris 
was shot dead in Bombay and police be- 
lieve two foreigners were responsible (27 
Nov.). 


INDONESIA 

Former governor of Jakarta Ali Sadi- 
kin, a leading dissident, challenged armed 
forces commander Gen. Benny Murdani to 
a TV debate (22 Nor ). 


a 
Aer ccu 


upgrade the status of North 
0 


rea’s trade mission to France. 
These decisions, which follow an 
earlier visit of a parliamentary 
delegation to Phnom Penh, are 
unlikely to please China — which 
supports the anti- Vietnamese 
Democratic Kampuchea 
coalition — or South Korea. They 
come at an apparently awkwar 
time, following visits by Francis 
Gutman, head of the Foreign 
Ministry's secretariat, to Peking 
and Seoul and continued strong 
French efforts to develop its trade 
relations with both China and 
South Korea. 


THREAT FROM IRAN? 
Although the Malaysian 
Government’s recent white paper 
on the alleged threat of Muslim 


- * м 


Iran's Ayatollah Ruhollah Khomeini. 


extremism made no mention of 
any foreign influence, 
government officials are known 
to be concerned about links 
between Malay Muslims and Iran. 
Informed sources in Kuala 
Lumpur said that more than 
1,000 young Malays from 


NORTH KOREA 

President Kim Il Sung met a Soviet de- 
legation led by Deputy Foreign Minister 
Mikhail Kapitsa (21 Nov.). A new border 
treaty with the Soviet Union was initial- 
led. Pyongyang postponed the second ses- 
sion of an economic conference with Seoul 
(27 Nov.). 


PACIFIC 

New Caledonian separatists named a 
provisional government, occupied police 
stations and set fire to property belonging 
to opponents of independence, it was re- 
ported (25 Nov.). 


More than 3,000 students marched to 
the presidential palace in protest against 
political assassinations (22 Nov.). Presi- 
dent Ferdinand Marcos had undergone a 
tracheotomy, medical authorities report- 
ed (23 Nov.). Seventeen armed men sur- 
rendered peacefully to the military in 
Zamboanga ending a 21-hour siege fol- 
lowing a two-hour gun battle with sol- 
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northern Pe ninsu. 
area heavily influence 
fundamentalist Muslims, have 
received training in Iran in the 
past two years. What has caused 


much of the training has been 
military. It isunderstood that the 
Malays, many of whom are 
thought to be young, unskilled 
labourers or unemployed, have 
been travelling to Iran via 
Bangkok or Jakarta in order to 
cover their tracks. 


THE AQUINO CONNECTION 


Agapito Aquino, younger brother | 
$ 


of slain Philippine opposition 
leader Benigno Aquino, will be a 
special guest at a 2 December 
send-off rally in New York's 
Madison Square Garden for 
South Korean dissident Kim Dae 
Jung, who plans to return to 
Seoul from voluntary exile in the 
United States, despite the South 
Korean Government's threat to 
re-imprison him on sedition and 
other charges. Parallels have 
been drawn between Kim's 
return home and that of former 
senator Benigno Aquino, who 
was shot dead as he returned to 
Manila on 21 August 1983 from 
his voluntary exile in the US in 
the face of Philippine 
Government threats to re- 
imprison him pending resolution 
in the courts of murder and other 
charges against him. 


diers that left four people dead and 18 
wounded. Marcos was shown on Philip- 
pine TV signing the national budget (26 
Nov.). 


SOUTH KOREA 

Four North and South Korean soldiers 
were killed in an exchange of fire which 
started when a Soviet tourist escaped 
across the border into South Korea, it was 
reported (23 Nov.). 


SRI LANKA 

The army launched its biggest manhunt 
for Tamil separatists after a bombing in 
Jaffna (21 Nov.) Security forces am- 
bushed six boats carrying about 60 gueril- 
las said to be about to launch a new Tamil 
separatist attack in eastern Sri Lanka (24 
Nov.). 


A provincial police chief was executed 


for helping refugees leave the country and, 


for running corruption and smuggling 
rings, it was reported (24 Nov ). 
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SIONAL AFFAIRS stesse 


Бус уан postpones talks with Seoul when a Soviet diplomat flees south 





ot long before noon on 23 Novem- 
ber, the oval-shaped Joint Secu- 
rity Area in Panmunjom, where 
the Korean Military Armistice Com- 
mission buildings are located, ap- 
peared almost deserted, except for a 
small group of Soviet and Czecho- 
slovakian tourists who were peering 
through the windows of the commis- 
sion's main conference room. 

On the southern side of the military 
demarcation line — a thin strip of con- 
crete set in the ground to mark the 
boundary dividing the Korean penin- 
sula into North and South — a gaunt, 
bespectacled young man, a Soviet 
member of the tour group, was having 
his picture taken next to a smiling 
North Korean border guard. 

At about 11:30 the youth later 
identified as Vasily Yakovlevich 
Matuzok, 22 — bolted from the group 
and dashed south, shouting in English 
to United Nations Command person- 
nel for help. Zig-zagging for some 100 
m and hiding intermittently behind 
bushes and trees in an attempt to elude 
six pistol-firing North Korean guards, 
Matuzok ran for his life down a hill to- 
wards the South's press centre. 

It was all over in the blink of an eye. 
But 15 minutes later the UN Com- 
mand-controlled side of the Joint 
Security Area, where North Korean 
personnel are strictly banned, was 
swarming with 25 more North Korean 
guards, who fired pistols and AK47 as- 
sault rifles at defending UN Command 
soldiers as they searched for the defec- 
tor. 

The exchange of gunfire lasted for 30 
minutes, ending only when a hastily 
arranged ceasefire was announced 
through loudspeakers. When it was 
over, three North Korean guards lay 
dead, with five others seriously 
wounded. One South Korean soldier 
also lay dead, and an American guard 
was injured. 

Matuzok somehow survived the inci- 
dent and was whisked away to Seoul 
by helicopter, where it was discovered 
that he was a trainee diplomat with the 
Soviet Embassy in Pyongyang, not just 
a casual tourist. 

Matuzok told United States and 
South Korean officials that he had de- 
fected, and in a videotaped questioning 
session he said in English: “I cross the 
MDL [military demarcation line] of my 
own free will; it was quite a voluntary 
decision.” Asked whether he wished 
to return to the North, he replied 
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All ill-timed defection 


By Shim Jae Hoon in Seoul 


firmly: “I don't wish to return at all." 

Soviet Deputy Foreign Minister 
Mikhail Kapitsa, who was in Pyong- 
yang at the time of the defection 
negotiating a border agreement with 
the North, visited the Panmunjom area 
on 26 November shortly after the 
agreement was initialled. Kapitsa's 
presence in Pyongyang during the 
episode must have added to the embar- 
rassment of the North — and of Mos- 
COW. 

The incident brought into focus new 
concern over the stability of the Ko- 
rean peninsula. The shooting occurred 
just as Seoul and Pyongyang were re- 
suming peaceful contacts, discussing 
the possibility of economic exchanges 
and the launching of a joint team to 
compete in the Olympic Games sche- 
duled for 1988 in Seoul. 

But the incident demonstrated just 
how volatile Korea's demilitarised 
zone remains — always a potential 
source of new tension between the two 
Koreas and perhaps someday the 
venue for the start of another war. 
Both North and South Korean troops 
along the border, numbering about 1 
million men, were put on alert at the 
time of the incident. 

The fire-fight inside the southern 
sector of the Joint Security Area called 
to mind another dangerous episode 
which occurred in August 1976, when 
two American guards were murdered 
by axe-wielding North Korean troops 
as they attempted to trim branches 





from a tree not far from the site of 
latest clash. 

That incident so angered the US that 
it mobilised tanks along the de- 
militarised zone and prepared B52 
bombers for a possible attack on the 
North. Under the cover of this unpre- 
cedented show of force, UN Command 
troops went back to the site of the inci- 
dent and felled the Italian poplar trees 
which the North had wanted to protect 
so that the South's view of some of 
their observation posts would remain 
partially obstructed. 

This time the North Koreans' deep 
penetration of southern territory, in 
defiance of the 1953 armistice agree- 
ment, left South Korea stunned. Fol- 
lowing the tree-trimming episode, the 
number of armed guards inside the 
Joint Security Area was limited to 35 
on each side, including five officers. 
They were to carry no firearms other 
than handguns. 


man issued a strong statement 
on 24 November condemning the 
North Korean action, as South Korean 
President Chun Doo Hwan came under 
pressure to react forcefully to Pyong- 
yang's violation of the armistice agree- 
ment. He said the latest episode poured 
"cold water" over the new North- 
South negotiations and denounced the 
intrusion and shootout as a "criminal 
provocation threatening the peace. " 
On 27 November, Pyongyang an- 


A South Korean Government spokes- 





South Korean soldier at shooting site: a reminder of tension. 
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nounced it had informed Seoul that it 
was postponing trade talks until 1985, 
citing the “horrifyingatmosphere” 
dominating the P jom negotiat- 
ing village since the tings. How- 
ever, Pyongyang’s : to Seoul 
had a conciliatory tone, saying: "We 
sincerely hope that your side will take 
a responsible step to eliminate the ten- 
sions created by the incident and 
create an atmosphere of dialogue and, 
thus, the talks will be resumed soon.” 

Seoul confirmed that it had received 
a note from the North and said the 
matter was under review. The talks 
were to have begun on 5 December. 

The episode was especially embar- 
rassing for North Korea as it was the 
second defection to the South involv- 
ing its allies. In October 1981, a cook 
for the Czechoslovakian contingent of 
the Neutral Nations Supervisory Com- 
mission, which helps guard the peace 
in Korea, defected after strolling into a 
UN Command barracks. 

After questioning, he was turned 
over to the South Korean Government 
and later was sent to the UN High 
Commissioner for Refugees in Rome. 
Seoul had no wish to create a major 
diplomatic row over the defector at a 
time when it wished to improve rela- 
tions with East European countries. 
The precedent is expected to be fol- 
lowed in the Matuzok case, as Seoul is 
anxious to have Moscow participate in 
the Seoul Olympics. 

The Matuzok defection is yet 
another blow to North Korea's image, 
coming only a year after its agents 
were implicated in the 9 October 1983 
Rangoon bombing incident, in which 
17 South Koreans — including many of 
Chun's cabinet ministers — died. As à 
language officer proficient in Korean, 
Matuzok was privy to information re- 
garding Moscow's troubled relations 
with North Korean President Kim Il 
Sung. Diplomatic sources said that he 
had sat in on many meetings between 
Soviet Ambassador N. M. Shubnikov 
and top North Korean officials. 

South Korean and American offi- 
cials were delighted to have someone 
so knowledgeable to debrief. Official 
sources said that Matuzok, a graduate 
of the Moscow Institute of Interna- 
tional Relations, was in Pyongyang on 
a five-month assignment, which was to 
end in January 1985. The sources said 
he was expecting to be posted to 
Pyongyang again in the future. 

At a meeting of the Military Armis- 
tice Commission on 26 November, 
Maj.-Gen. Kim Tae Ho, Pyongyang's 
chief delegate, claimed Matuzok, being 
unfamiliar with Panmunjom, had in- 
advertently crossed the North-South 
demarcation line and was then "ab- 
ducted" by UN Command personnel. 

Kim branded the incident a “bar- 
` baric action" and denounced the 
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Matuzok, saying: “The US imperialist 
aggressors are systematic wreckers 
and. violators of the armistice agree- 
ment.” Kim demanded that the defect- 
or be returned immediately. “It is 
your side which dragged the foreign 
tourist against his will,” Kim declared, 
adding that “international opinion 
strongly condemns your action.” 

In Washington, the administration 
of President Ronald Reagan was keep- 
ing a cool head. Apparently not want- 
ing to jeopardise the current North- 
South contacts, Washington was treat- 
ing the affair more as an aberration 
than as a provocation aimed at de- 
stabilising the situation. National 
Security Adviser Robert McFarlane 
said the loss of life was "surely regret- 
table, but the matter seems to have 
come to a close now." 

In Tokyo, the government of Prime 
Minister Yasuhiro Nakasone, which 
has been anxious to see progress made 
towards better North-South relations, 
played down the incident. "It was an 
accidental development," a Foreign 


Ministry official said. 
E sought to keep the situation cool. 
Shortly after the shootout, Peking 
made an effort to convince the interna- 
tional community that it sought to en- 
courage more dialogue between the 
North and South. Two days after 
Matuzok's defection, Chinese Com- 
munist Party General Secretary Hu 
Yaobang, speaking to a visiting Japan- 
ese newspaper publisher in Peking, 
pointedly declared his "positive sup- 
port" for the new Seoul-Pyongyang 
negotiating efforts. 

“T am glad that the North-South 
contacts have resumed," Hu was 
quoted as telling the publisher of 
Japan's Nihon Keizai Shimbun, "and 
this is good news for Asia's peace." Ja- 
panese press reports said Hu also told 
the publisher that the possibility of di- 
rect trade between Seoul and Peking 
will depend on the progress achieved 
in the dialogue between the two 
Koreas. It was the first time that the 
Chinese leader had so clearly address- 
ed the question of relations with 
Seoul in public. 

These developments have given 
Seoul enough encouragement to bury 
the affair and to go ahead with the 
dialogue with the North. But the inci- 
dent has undoubtedly been a sobering 
experience for Chun's government. 
According to Culture and Information 
Minister Lee Chin Hi, North Korea's 
basic position of conquering the South 
has not changed a bit. "We should not 
mistake their tactical changes for any 
fundamental revision of their goals," 
he warned South Korean newspaper 
editors in Seoul. 


ehind the scenes, China also has 
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South's videotaped interview with 


Military in 
the wings 


Senior army officers may 
hold the fort should Marcos 
be incapacitated by iliness 





By Guy Sacerdoti in Manila 


W ith the health of President Ferdi- 
nand Marcos the major issue of 
the day, local pundits are becoming 
more concerned with the reaction of 
the Armed Forces of the Philippines 
(AFP) should Marcos be forced to step 
aside, even if only for a few months of 
rest and recuperation. 

Given the doubling in strength of the 
AFP since the declaration of martial 
law in September 1972 (lifted in 
January 1981), observers are wonder- 
ing whether the military would remain 
in the background during a succession 
struggle, or whether, as perhaps the 
most crucial power bloc, it would take 
on a pivotal political role. 

Politicians and observers from both 
government and opposition camps 
have informally discussed such ex- 
treme scenarios as coups and massive 
roundups of moderate and radical op- 
position figures and such passive pos- 
sibilities as the military simply stand- 
ing by and watching the politicians 
fight among themselves for power. 

But while talk of a possible coup 18 
not given much credence in any but the 
most extreme opposition circles, most 
observers — including senior govern- 
ment officials and private business- 
men — agree that the 200,000-strong 
military establishment will play some 
role in the transition of power post- 
Marcos. 

Senior government and military of- 


ficials have told the REviEW that the, 


current AFP hierarchy would be repre- 
sented in any caretaker group assigned 
to keep the government functioning 
should Marcos be forced to go abroad 
for any serious medical treatment. 


15 















етпеш fier Mar 
xecutive committee - 



































































or the president should he die or be- 
ome incapacitated. This body — 
hich was to exist until a new ни 


` Under the amendment, the Patase 
imbansa, or national assembly, 
vould meet three days after the presi- 
lent left his post or became incapaci- 
ated, pass a special election law 
vithin seven days of the meeting and 
10ld national elections for a new presi- 

nt and vice-president within 45-60 


dea of the amendment. The working- 
ecretariat concept, they suggest, 
‘ould be used to bypass the need to set 
constitutional mechanism in mo- 
1 should Marcos be forced to receive 





running the country’s day-to-day 
fairs. | | 

. While the size of the group is not 
lear, the secretariat was referred toon 
November by opposition leader 


junta" | 
ountry. Pimentel said it would be 
ded by acting AFP chief of staff 
теп. Fidel Ramos, with two other gen- 
rals and two political leaders — one 
rom Marcos' Kilusang Bagong Lipu- 
party and one from the opposition. 





'hile Ramos has dismissed the 
junta" suggestion as "a figment 
someone's imagination," most senior 
icials believe Pimentel's reference 
is to the working secretariat. The 
‘retariat could include active or re- 
^d generals, but the senior officials 
pressed doubt that any opposition 
ure would be included. 
One person not mentioned as a possi- 
' member is Gen. Fabian Ver, who 
his post as chief of staff on 24 Oc- 
ber to go on leave following allega- 
ons by the Agrava board of inquiry 
he and 25 others — mostly mili- 


21 August 1983 murder of former 
tor Benigno Aquino. The Agrava 
oard' 5 in the oppi of a iuit con- 














erful edel in the pin until 
ested an indefinite leave of ab- 









Marcos, insiders say, never liked the 


ajor medical treatment, keeping him | 


.quilino Pimentel who said Marcos | 
as planning to install a five-man | 
in case he had to leave the 





Serene! — were indictable for | 


| Police commander. 





| peculation over the health of Phi- 
lippine President Ferdinand Mar- 
cos continued into its third week on 27 
November, with reports that he had 
either undergone exploratory surgery, 
a kidney transplant or a tracheotomy. 
Although no one close to Marcos was 
saying exactly what medical treatment 
the president has been receiving since 
he disappeared from public view on 13 
November, Malacanang Palace began 
issuing medical bulletins after the first 
week of his seclusion. Initially, the bul- 





| the government i is | providing few details 








letins said Marcos had flu symptoms 
but was recovering. 

The following morning, his wife Im- 
elda said at a coffee-shop gathering 
that Marcos was "fagged out" and 
asked those present to give him three to 
four days to appear in public. The 
palace issued photos on 21 November 
showing Marcos reading а current 
newspaper to demonstrate that he was 
alive, and released a videotape the fol- 
lowing day showing the president in a 
bathrobe, sitting with his doctor, 





ficer ranks after Marcos won the presi- 


dency in 1965, becoming chief of staff 


in 1981. Uncompromising and fiercely 
loyal to Marcos, Ver is viewed as one of 
Marcos' closest. advi isers and a staunch 
supporter of his authoritarian rule. 

Ramos, on the other hand, has 
gained a reputation as a man of hon- 
esty and professionalism whose loyalty 
lies not with any individual but to the 
country and the constitution. On 22 
November, he emphasised in a speech 
to Philippine businessmen that as act- 
ing chief of staff he could assure the 
public that the military “will uphold 
the constitution, civilian supremacy 
and the rule of law in our society at all 
times and under all circumstances.’ 

Much has been made of an alleged | 

rivalry between Ver and Ramos, and 
there has been speculation about 
which leader has the allegiance of the 
rank and file. The Ver group is said to 
consist largely of Marcos loyalists who 
owe their positions to Ver and, given 
the Filipino practice of utang na loob, 
or a debt from the heart, owe their al- 
legiance to Ver as well. 
The group is said to include most of 
the 13 Regional Unified Command 
(RUC) generals. The command was set 
up in 1982 to help unify and coordinate 
the operations of the different AFP 
branches and special forces deployed 
in each of the 13 regions. By bringing 
all these elements under his control via 
the RUC, Ver significantly increased 
his power over the military. 

In a speech in early August 1983, 
Marcos said that Ver, under Marcos 
direction, would be in sole charge of 
troop movements, which was viewed 
thenasr epresenting alossof power for 
both Ramos, who is also Philippine 
Constabulary/Integrated National 
and Minister for 
National Defence Juan Ponce Enrile. 

Ver has also served as chief of the 
country's vast intelligence network, 
and many of his loyal senior staffers 
come from his and. Marcos' home pro- 
vince of Ilocos Norte, ; 








"The group loyal ' to Ramos is said to | 
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assembly, і 





be made up of better -trained rank- 
and-file professionals, - ‘those who 
adhere to the notion that the AFP 
should be apolitical and support the 
policies of whatever government is in 
power. 

Respecting Ramos, a United States 
Military Academy graduate and ex- 
perienced commander, for his integrity 
and intelligence, this group is described 
as more concerned with operational ef- 
ficiency than political loyalty and is 
said to be worried about the growing 
communist insur gency in the country- 
side, discipline among the men and the 
need to rebuild confidence in the mili- 
tary among the rural population. 

Ramos aides privately acknowledge 
some of the differences between the 
two factions, but Ramos plays down 
any factional split. He emphasises that 
unity within the military is of primary 
importance if the AFP's current prob- 
lems are to be solved. In a speech on 9 
November to some 150 senior officers, 
Ramos stressed that the AFP “must en- 
hance our credibility, maintain our in- 
tegrity and preserve our unity — unity 
with each other, unity among our vari- 
ous commands and unity with our peo- 
ple." | 

Ramos also told the officers: "We 
should be guided by the very reason for 
our existence, that is, service to our 
people. Let us make our organisation 
responsive to their needs. For it is the 
people who ar e the determining factor 
for our success.’ 


ithin the AFP command structure 
there appear to be two other types 

of officers who could become influen- 
tial in future military, policymaking. 
Neither is organised in any way, but 
both include officers who have moved 
rapidly up through the ranks. One type 
— the kind of officer who would be 
found in Ramos’ сатр — appears to 
agree with the current view of the US 


Government that strengthening politi- 
ch + d 


cal institutions, 





such as the na 
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р, and reports from:Jamora November, said Marcus: had 

leagues at the Makati M dica -asthma and pulmonary ‘secretion 
pulmonary clinic indicated that the | which were being treated with an 
tape was not a recent one. The reports | aerosol to clear his bronchial tubes and 

‘no longer spo: with physiotherapy to ease drainage 
from his lungs and allow easier breath- 
| ing. 























These officers are said to support the 


decentralisation of | government 
policymaking and would like to see the 
provinces gaining more say in how the 
military and civilian authorities coop- 
erate in combating the communist in- 
surgency. Relatively small in numbers, 
the officers expressing these views say 
they are sympathetic to some of the op- 
position's actions and take a more lib- 
eral attitude towards demonstrations. 
` The second type of officer, who pro- 
fesses no preference for Ver or Ramos, 
takes the view that a country with a 
colonial past must be authoritarian if 
its development policies are to be suc- 
cessful’ “People want to be told what 
to-do,” one proponent of this theory 
said. Strict control is crucial, they say, 
`. though they also say they reluctantly 
© “submit, in the current situation, to the 
. concept of primacy of civilian rule. 
As one told the REVIEW a few months 
ago: “If I start thinking about politics 
. there will be a coup 4 etat some- 
= where." But this, too, is a small group. 
From discussions with some of these 
officers, one can conclude that if a 
weak post-Marcos government led to 
chaos and administrative inaction, of- 
ficers from this group might decide to 
make; a move to fill the power vacuum. 
. While they are aware of the pressure 
the US would inevitably place on them 


strators went home. 


Also on 25 November, palace sources 


m said that the president had been placed 
in a germ-free environment because 


is immune system had broken down. 
owever, these reports were met with 
icism after Marcos was shown in 
pe on 26 November signing 





he budget bill with members of his 


i binet looking on. — GUY SACERDOTI 


does not under- 
stand the dyna- 
mics of its under- 
developed former 
colony. Still, they 
sav, if the succes- 
sion process is ini- 
tiated, they will 
support the con- 
stitution. 

Thus, while the 
military's senior 
officer corps re- 
flects the gamut 
of political persua- 
sions, almost all 
senior officers are 
firmly behind the idea of a smooth 
transition of power should the necessity 
arise. They seem united in the idea that 
it is best left to the politicians to work 
out the country’s power formula, though 
to some extent they all express the need 
to coordinate with the administration 
for reasons of security and order. 

It appears, however, that in the cur- 
rent confusion about Marcos' health, 
the military under Ramos will look for 
ways of calming tensions through re- 
straint rather than by means of con- 
frontation. An anti-Marcos rally on 16 
November, for example, illustrated 
what Ramos calls the proper "liberal 
policy” towards demonstrations. Des- 
pite their lacking a permit, about 5,000 
demonstrators marched to Mendiola 
Bridge, a rallying point some 500 m 
from the presidential palace. 

In the recent past, demonstrators 
have been dispersed with a variety of 
anti-riot weapons, usually before 
reaching the bridge. This time, how- 
ever, the march was allowed to pro- 
ceed. 

When Western Command chief 
Brig.-Gen. Narsisco Cabrera was ap- 
proached by Agapito Aquino, brother 
of Benigno, to request time before 

Cabrera' s 2,000 troops intervened, 

à said: *Just do what you have 
d then disperse." The rally 
eacefully and the demon- 
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сое The likel 
reckoned to e ay, 
cember, just En С Christ 
most voters will have their pock 
full, having received their custo 
year-end bonuses. 

Sticking to past practice, 
Minister Lee Kuan Yew is expecte 
restrict campaigning to the legal 
mum of nine days, though the F à A i 
been moving into high gear wit 
declared campaign since e 
year. 

Although the PAP has won € 
election since 1959 and is expecte 
be returned to power this time alse, 
coming selection has dominated < 
pore's polities this year more tha 
other single topic since the late 3 
Lee has labelled the coming elect 
turning point for the PAP as the ol 
guard of the party slowly begins f 
transfer the levers of power to the: 
ond generation of leaders. Lee 
expects to relinquish the prime mar 
tership by 1988 when he turns 63 
right- hand man, First Deputy Py 
Minister Goh Keng Swee, Is ster 
down, as are many other senior P 
The election also will mark a de 
graphic turning point for Sing 
voters, most of whom have re 
cast their ballot for the PAP f 
past 25 years. This year Some Af 
the electorate will consist of y 
voters and their share is ex. 
grow to 70% in the nex! бу e years. 
like their parents, who came: 
immigrant stock and sutfe red t throu 
the devastation of World War E 
the economic hardships of the 18 
60s, today's young voters have come 
ageinan affluent Singapore. Some 
servers believe young voters may 
disenchanted with PAP's straitja 
society, though how they will vote 
mains to be seen. Е | 
In a move to inject fresh blood into. 
the party — and in the process [ 
give it more appeal to hei young v 
— the PAP, since e: arly f this ; year 
been releasing the namest 
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— But the party wanted to conside 
even those able men who had differed 
` with it in the past. In a closed-door ad- 
` dress made to the PAP cadres on 30 
September — and only released to the 
public in November — Lee said the 
PAP should welcome able young can- 
 didates even if they had differences 
with party policies, or else “we must 
fail" in the long run. One such prospect 
was Ho Kwon Ping, а former REVIEW 
correspondent who had been a politi- 
al detainee in 1977 and who has in re- 
cent years been running his family 
business. Ho's candidacy was mooted 
in late October and had since been 
widely publicised in the local press, 
without his name being mentioned. In 
ü ле event, both Ho and the PAP appear 
to have decided that the time is not ripe 
for him to be inducted into the coming 
election. 
-= Ho's possible candidacy had raised 
| much interest among observers, some 
` of whom saw it as a test of Lee's wil- 
lingness to accommodate articulate 
- dissent in the party. The only critical 
and outspoken PAP politician until re- 
cently was Toh Chin Chye, à founder 
chairman of the party and a former 
deputy prime minister. But, signifi- 






































e By Hamish McDonald in Sydney 


ustralian Prime Minister Bob 
Hawke appears set to take the rul- 
‘ing Labor Party to a resounding vic- 
tory in the 1 December general election 
- But some fragmentation of the Labor 
— vote in the simultaneous senate elec- 
tions warns of a serious structural 
problem as Hawke moves the party to 
straddle the centre of Australian poli- 
tics. 
Hawke's most troublesome opponent 
. at the end of the campaign is not the 
leader of the conservative opposition 
. coalition, former foreign minister An- 
drew Peacock, though Peacock has 
- lifted his game considerably. It is the 
unlikely figure of Peter Garrett, the 
shaven-headed lead singer of the rock 
- group Midnight Oil. 
As the jacket illustration of the latest 
- Midnight Oil record, Red Sails in the 
Sunset, indicates — it shows Sydney 
Harbour as a bomb crater — Garrett is 
concerned about imminent nuclear 
war. A highly articulate lawyer by 
_ training, he has emerged as a potent 
. spokesman and symbol for the Nuclear 
Disarmament Party (NDP), formed 
only weeks ago. 
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ent sand is like abi ania 


PAP ticket. 
Instead of bringing in any 
fresh ideas, the PAP is running 
on its track record. And there 
have been plenty of opportunities 
for the PAP in its undeclared 
campaign this year, which marks 
the silver jubilee of its power. 
Having declared itself a national 
movement, rather than a mere 
political party, the PAP has 
celebrated the 25th anniversary 
of its first election victory in 1959 
as marking 25 years of nation- 
building, a national event for all 
people. PAP ministers have un- 
fettered access to the state- 
owned radio and TV and the gov- 
ernment-controlled local press 
— facilities not available to the 
opposition — in the absence of a 
formally declared campaign. 



























he culmination of the unoffi- 

cial electioneering came in 
the month-long national exhibition 
opened in mid-November, depicting 
the progress of the nation since 1959. 
In the eves of the PAP, the nation has 
become almost synonymous with the 
ruling party and the exhibition amply 
dwelt on this hypothesis. Signific- 
antly, Lee wants to make parts of the 


Don't knock the rock 


No one doubts the Australian Labor Party will be re-elected, 
E E a singing lawyer could strike a jarring note 


The party's sole platform is that 
Australia should cut all support for 
nuclear weaponry. Specifically, this 
means following New Zealand's lead 
in banning visits by nuclear-armed 
warships and closing the United 
States' strategic bases in Australia — 
the submarine communications sta- 
tion at North-West Cape, and the two 
satellite-intelligence ground stations 
at Pine Gap and Nurrungar. 

The party has astonished political 
analysts by its showing in opinion 
polls. In New South Wales, where Gar- 
rett is the main candidate, intending 
voters for the NDP have been put at 
17% by one poll and 12% by another, 
both putting Garrett safely in line for 
the 12.5% quota (with preferences) 
needed for election under the 
statewide proportional-representation 
system. 

In other states, the party fares less 
well with less glamorous candidates, 
but manages an average of 5-8% in 
various polls. However, the NDP has a 
reciprocal agreement on exchange of 
second preferences with the like- 
minded Australian Democrats, led by 


Lee: 
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er 1980 poll victory: another jubilee 





exhibition a permanent spectacle, 
especially those aspects relating to na- 
tional defence and the PAP's political 
struggle against its opponents. 

The PAP's message to the electorate 
is that despite the newly found afflu- 
ence, Singapore — devoid of natural 
resources and a hinterland — faces a 


former Liberal minister Don Chipp. 
The combined vote could see the 
Democrats boosting their senator 
membership from the present five by 
one or two, with Garrett taking a seat 
in his own right. 

The Labor Party's hopes of winning 
a majority in the upper house would 
then be even more remote than ever. 

The defections to the nuclear disar- 
mers are coming most heavily from the 
Labor Party. This is being blamed on 
Hawke for two reasons. First, his uni- 
lateral decision to hold an unpre- 
cedentedly long, eight-week campaign 
has given the disarmers ample time to 
organise апа captivate media 
thoroughly bored by the debate be- 
tween the major parties. Secondly, his 
rightwing machine enforces an image 
of economic “responsibility” rather 
than “compassion,” thus leading to the 
danger of the Left splitting away. 


T he tendency has already produced a 
warning by a veteran party sup- 
porter and thinker, the former Reserve 
Bank governor H. C. Coombs, that by 
cutting itself away from its idealism 
through constantly playing safe with 
majority conservatism, the party loses 
its raison d’etre for many adherents. 
The response to the NDP challenge has 
been a frenetic effort by Hayden to 
produce more Australian initiatives in 
the global disarmament debate. 
Hayden trumpeted as a ma jor ue 
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liver the goods, it suggests, is the T 
and if some of its policies are unpalata- | 
ble to the people, thése are neverthe- 
less in the long-term interests of the 











nation. The party he 5) ееп sending this 
message in its style Of a stern school- 
master admonishing potentially errant 
students. 3 

And students in a Confucian-style 
school — a model for PAP's Singapore 


— are not supposed to embarrass the 


teacher by asking irreverent questions. 


It seems that what is good for the peo- 
ple is more than good enough for the 
opposition. Most diplomatic observers 
watching parliamentary sessions from 
the gallery come away with the im- 
pression that the PAP does scant jus- 
tice to the persistent questions by lone 
opposition MP J. B. Jeyaretnam. 

The PAP's didactic approach to poli- 
tics was amply evident in two TV inter- 
views Lee recently gave to chosen 
foreign correspondents апа local 
Chinese press reporters. The climax, 
however, was reserved for another 
two-part local TV interview broadcast 
on 18 and 19 November when Lee gave 
what amounted to a sermon on good 
government, with a supporting cast of 
Goh and Second Deputy Prime Minis- 
ter S. Rajaratnam. 

Apart from the rallying cal} not to let 
up on the national effort, to stay clear 


through an agreement by both the 
US and Soviet governments to send ot- 
ficials to Canberra to discuss their 
views on arms controls, while the spe- 
cial ambassador to the US on disarma- 
ment issues worked hard at sponsoring 
a successful United Nations General 
Assembly resolution calling for a com- 
prehensive test ban. 

On the economic side, Hawke can 
take comfort that the liberalising 
policies pursued by Treasurer Paul 
Keating have not been put off course. 
Keating is on schedule with his pro- 
cessing of licence applications by for- 
eign banks, and has not been goaded by 
the Liberal-National opposition into 
any “fistful of dollars” vote-buying 
exercise — though critics would say 
this was already achieved by the tax 
cuts handed out in the 1984-85 budget, 
forgoing the opportunity to make a 
corresponding reduction in the still- 
worrying deficit. 

. If anything, the conservatives have 
been more profligate with promises, 
pledging to abolish two unpopular 
moves by the Hawke administration that 
increase taxes On superannuation lump 
sums and apply a test on assets before 
state pensions are given. They also aim 
to reduce income taxes on typical sal- 
ary earners and increase indirect taxes. 

Hawke's response has been two- 
fold. On tax he has resorted to the ap- 
proach that led to a national wage- 

and-prices accord soon after he came 
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| that not every argument or difference 


of opinion among leaders should be 
made known to the people for fear of 
confusing them. He added that leaders 
should not go for soft options to gain 
mass popularity. Policies should al- 
ways be consistent, he said: "Don't 
chop and change." While Goh and 
Rajaratnam supported Lee's dictum, it 
was not lost on the viewers that the 
message was: "Leaders know best." 


: ow the young electorate and the 


25% of voters who in the past have 
opted for the opposition will react to 
this attitude, is not vet known. But Lee 
is not unaware of the potential for op- 
position. In . his interview with 
Chinese-language reporters, the prime 
minister said that in five years’ time, 
opposition parties could gain ground. 
Although a 25% following has not re- 
sulted in any seats going to the opposi- 
tion in previous general elections — 
thanks in small part to the periodic 
redrawing of constituency boundaries 
— the votes of young educated voters 
could make some impact this time 
around. 

Although there are no reliable opin- 
ion surveys, the PAP has recognised 
the fact that these young urbanised 
professionals — the so-called yuppies 
— are a disaffected lot who comprise 








to power. He plans a "summit" of in- 
terested parties to discuss options on 
taxation — a consensus-building pro- 
cedure backed by strong guidance on 
the government side. 

On government finances, Hawke let 
slip that he and senior colleagues ag- 
reed in September on three parameters 
for the years ahead: that neither fed- 
eral revenue nor the federal deficit will 
grow as a percentage of gross domestic 
product, and that federal spending will 
not grow faster than the country's rate 
of economic growth. 

While some polls have shown 
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cerns, along with the rest of the voters, _ 


centre on PAP policies affecting their 
savings in the Central Provident Fund, 
the system of streaming in primary 
schools, the emphasis on graduate 
women being asked to produce more 
children. and the general high level of 
government control of almost every as- 
pect of life. 

An article in The Straits Times re- 
cently summed up the attitudes of the 
yuppies: the PAP style is seen as auto- _ 


cratic, repressive, high-handed, smug, _ 


patronising and intolerably harsh with : 
critics. The PAP has done little to as- 
suage such misgivings among the _ 


young. Already Lee has warned the - 


electorate that any constituency voting. 
for the opposition will not be able to ` 
bank on the next PAP government tak- 
ing care of their needs through the 
community organisations at grassroots 
level, which come directly under the 
Prime Minister's Office. ү 

The disunited opposition parties, - 
lacking funds, manpower, and organi- _ 
sational back-up, have not yet shown 
they could make any tangible gains by 
exploiting any disaffection among 
young people. While the PAP is cer- 
tain to retain power after the com- 
ing election, whether it can make à 
clean sweep of all seats, will dependon 
how most of the young Singaporeans - 
vote. 


Labor's support increasing to 55% 
from the 49.5% the party gained in the 
March 1983 elections, such a massive - 
swing was regarded as unlikely by the © 
last week of the campaign. One surv 

taken by the Morgan Gallup poll 


showed the Labor vote dropping back ~ 


to 50%, while Labor insiders were 
talking of private samplings showing a 
91-52% vote. 

This result would give the party à 
majority of about 50 seats in the пем 
148-seat lower house, as against the- 
30-seat majority the 1983 figures 
would produce (the lower house is 
being expanded from 125 seats). 

Peacock, however, has managed to 
claw his way up from an invidious po- 
sition at the start of the campaign. His 
personal-approval rating has gone up 
from an abysmal 19% to a more credit- 
able 31%, and in a nationally televised 
debate on 26 November he was gener- 
ally conceded to have beaten Hawke on 
points. The opposition leader has shied 
away from mud-slinging over the 
crime issue (REVIEW, 11 Oct. and 15 
Nov.) and to the relief of Asian immi- 
grant communities has clamped down 
on efforts bv his rightwing to cam- 
paign against an alleged anti-Euro- 
pean bias in immigration policies 

Only à miracle can save him from an 
honourable election defeat, though his 
chances of survival as opposition 
leader have been enhanced by his dog- 
ged campaign performance 
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: aul Quinn-Judge in Bangkok 


"he first fighting of the year on the 
. Thai-Cambodian border resulted 
a setback for the Vietnamese, ac- 
Ürding to Asean sources. After nine 
s of fighting with Cambodian re- 
ance forces, Vietnamese troops 
ntrol at most 40% of the civilian 
mp at Nong Chan and seem to be 
nning into supply problems. 

However, Khmer People’s National 
beration Front (KPNLF) officials re- 
port Vietnamese troop movements 
ound their main camp, Ampil, and 
‘edict that this may soon be attacked. 
nd reports from Vietnam appear to 
firm that more fighting is on the 


ources close to Hanoi say the Viet- 



























: y Nayan Chanda in Washington 


[һе the Cambodian resistance 
W forces take a battering from uc 
mese troops along the Thai border. 
yolitical crisis has developed in the 
mocratic Kampuchea coalition over 
cidents in a faraway American city. 
Following demonstrations against 
ce Norodom Sihanouk during his 
t to Minneapolis on 10 November, 
e enraged prince has frozen his rela- 
is with the group led by former 
bodian prime minister Son Sann | 


orandum condemning the group. 


alition partner was sparked by a 
sv demonstration organised by a 
ivate group called Americans for a 
'ee Cambodia. Many of the demon- 
rators were supporters of Son Sann's 





ont ( KPNLF). 
They heckled the prince at a public 
2 ing, ee him of ee the 








era Salo blocked the way to a res- 
nt where the Оса Sihanoukist 


Lin the local press and on 1 TV — 
iat rainé and ARIES f rest of his pro- | 


id has issued a strongly worded | 


hanouk's latest outburst against a | 






n, Princess | 


s been held off, "but tit ar appears anc 
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?rince Sihanouk is offended by a demonstration against him 
ind the Cambodian opposition coalition | is sagan in Зва 
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namese military is pushing fora aren 
larger offensive than usual, directed 
against all three factions of the Demo- 
cratic Kampuchea coalition. Vietnam-. 
ese commanders are already said to be. 
mentioning the need, or at least thein- 
evitabilitv, of incursions into Thai ter- 


ritory — a subject that has rarely if. 


ever been discussed in advance before. 
A Vietnamese patrol intruded: into 


Thai territory near Nong Chan on 26 


November, the Thais say. At least one 
Thai and one Vietnamese soldier were 
reported killed. 

The Chinese response to such incur- 
sions is clear. A Chinese source re- 
cently indicated to the Review that any 
incursion into Thailand would almost 


Monique, his wife, placed a call to 
Son Sann in the early hours of the 
morning in Paris, but was told that he 
was out of town. 

The first thing Sihanouk did on re- 
turning to New York was to give back 
to the KPNLF office a hand-crafted 
briefcase he had received from the or- 
ganisation as a birthday present. The 
prince also announced he would have 
no personal contact with the KPNLF. 

Shortly before his departure from 
New York for Paris, Sihanouk circu- 
lated a memorandum detailing what 
he called “the war that. the Sonsan- 
nians and the ‘FNLPK’ [sic] have de- 
clared on me." (Sihanouk used quota- 
tion marks around FNLPK — the 
French initials for the 
throughout the text to indicate his 
non-recognition of the organisation, 
apparently in retaliation for Son 
Sann s refusal to recognise Sihanouk's 
own faction.) 


I: another statement, Sihanouk re- 


sponded to the criticisms made by Son 


Sann supporters. He said that in 1970 
he joined in a united front with the 
3 Rouge because then “no one 
imagined that they were monsters 
thirsty for Khmer blood.” 

If the Son Sann followers were con- 


sistent with what they say, Sihanouk. 


stated, “they would not remain one 
more day in the {Democratic Kam- 
hea] coalition. 





KPNLF — 


But the Sonsan- 
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. the Coalition Gover 







1 border to clear brush | 





| апа repair oads, apparently to facili- 


tate. military operations there. The 
Khmers from Phnom Penh reportedly 
have been joined by about 3,000 people 
from the province of Takeo. 
‘Much.of the brush-clearing is said to 
ре going on along a stretch of border 
between the towns of Sisophon and 
Battambang — in.other words opposite 
major Khmer Rouge military concen- 
trations. Several thousand Vietnamese 
troops, apparently fresh from Viet- 
nam, are believed to have passed 
thr ough Phnom Penhin the past week. 
As the KPNLF wait for another Viet- 
k, they are also expecting 
re-supply from the Chinese. During a 
visit to Peking in early October, each of 
the three coalition faction leaders was 
promised ер e п 













nians аге too ambitious for themselves 
and too interested in the monev and 
other assistance that their sponsors 
give them to want to leave a coalition 
that offers them so many advantages." 

As far as his own role is concerned, 
he said, several months ago he asked to 
be relieved of his duties as president of 
rnment of Demo- 
cratic Kampuchea. but was prevented 
by Asean, China and. the coalition 
partnérs. "I am only waiting for their 
green light to leave," he added. 

While observers discount the possi- 
bility of Sihanouk. quitting the coali- 
tion (he has threatened to resign тапу 
times in the past two years) over the 
Minneapolis affair. thev nevertheless 
note that antagonism - between 
Sihanouk and the KPNLF has reached 
a new height, further weakening the 
political credibility of the coalition. 

The Minneapolis demonstrations are 
the latest in a series of anti-Sihanouk 
and anti-Khmer Rouge actions that 
underline the profound dilemma of 
non-communist cooperation with the 

the butchers of vesterdav. Analysts 
sympathetic to the coalition also note 
with concern that the squabble has 
erupted at a time when the Vietnamese 
have launched their dry-season offen- 
sive and stepped up diplomatic man- 
oeuvring to woo Sihanouk. . 

The arrival in Paris.o Hun Sen, the 
deputy premier and fo fn ininister of 
the I Заки БӨ 




























af ter 
watched § wi l 











SISOS 


CITICORP S INVESTMENT 
WORLD STRE ICHES 
ASIA РАСАС HORIZONS 


Investment horizons in Asia 
Pacific now encompass the world, 
thanks to the innovative services 
offered by Citicorp's Capital Mar- 
kets Group. Skilled specialists in 
every major market are there to 
help you meet your particular finan- 
cial requirements. 

During each business day, 
we trade over US$6 billion of sec- 
urities. We offer a complete range 
of Eurosecurities, Samurai and 
Euroyen bonds, Yen govern- 


ment bonds, U.S. government 
ропа. 

Іп а single year, we arranged 
over US$11.3 billion in securities 
underwriting and syndicated 
financings for clients in the Asia 
Pacific region. 

No one matches our experi- 
ence and area knowleage in the 
complex field of corporate finance 
and advisory services. Whether 
your need is for advice on Cross- 
border mergers or acquisitions, 


: см 0n4! 


divestitures or joint ventures, we 
can help 

Citicorp s Capital Markets 
Group has made Global Investment 
Banking come of age in Asia 
Pacific — what you would expect 
from one of the world’s leading 
merchant banks with a long estab- 
lished presence in the region 

This kind of consistent perfor- 
mance can help expand your finan- 
cial horizons too. See what the 
world has to offer 
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Hewlett 


"At Oak the HP 3000 has 


helped us double our inventory 
turnover rate and reduce 


information retrieval time from 
one week to 10 minutes.” 


“We set up our Data Processing 
Management System with the HP 3000 in 
1982, and the system is now applied to 
inventory management, accounting and 
finance, production control, marketing 
planning, personnel and payments 
systems, and policy analysis." 


Based in Taiwan with manufacturing 
plants in six Asian countries, Oak 
Industries' Pacific Region Operations is a 
major world supplier of parts for Cable 
TV, PC Boards and other electronic 


products. 


Huang Jen-chung, Executive in charge of 
the Pacific Region said: "We chose HP 
because of very favourable experience 
with HP products in Production Control 
and Research and Development. Both 
hardware and software designs were 
ideally suited to our applications." 


"Among other things, it has enabled the 
management to obtain full market updates 
at any time for price adjustments, and 
production costs have been reduced by 
about 10 percent over last year's." 


"We continue to be impressed by the 
reliability of the hardware and the 
efficiency of the HP customer support 
team. The company will rely heavily on 
HP as its working partner in our future 
progress and growth." 


You should consider a working partnership with HP. Now. 
Call or write to your local office. 


AUSTRALIA 

Melbourne, Victoria Office 
Hewlett-Packard Australia Pty. Ltd. 
BLACKBURN, Victoria 3130. 

Tel: 895-2895 

HONG KONG 

Hewlett-Packard Hong Kong Ltd. 
HONG KONG. Tel: (5) 8323211 


INDIA 
Blue Star Ltd. 
BOMBAY 400 025. Tel: 4226155 


INDONESIA 


BERCA Indonesia P.T. 
JAKARTA. Tel: 373009 


JAPAN 

Yokogawa-Hewlett-Packard Ltd. 
Suginami-Ku TOKYO 168. Tel: (03) 331-6111 
KOREA 


Samsung Electronics 
SEOUL. Tel: 555-7555, 555-5447 


MALAYSIA 
Hewlett-Packard Sales (Malaysia) Sdn. Bhd. 
KUALA LUMPUR. Tel: (03) 943022 
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“At Taikoo Royal Insurance, 
our HP 3000 System has 
meant a fourfold increase 
in the transactions we can 
process." 


^We use the HP 3000 Series 48 
computer with our own 'T.R.E.V.O.R.' 
on-line system for policy retrieval. To 
date, it has reduced our paperwork 
65% over our previous Batch system, 
and where a simple Motor Policy used 
to take 3 weeks, it now goes through 
in less than ten minutes." 





Taikoo Royal Insurance Company is a 
major Hong Kong insurance 

company with a very impressive 
range of consumer and corporate 
accounts. 


Mr Wallace Lam, Computer Manager 
for Taikoo Royal, says, "Our workforce 
has been able to handle a 56% increase 
in portfolio since we installed the 
system in 1979." 


"Our HP System provides us historical 
and statistical data which allows us to 
do Risk and Commitment forecast in- 
house. Such efficiency and accuracy 
make us more competitive. 


"We're very satisfied. The 
communication within the system is 
unsurpassed, and HP's hardware and 
software are the most reliable l've ever 





experienced." 
PHILIPPINES TAIWAN ave ) r ees 
The Online Advanced Systems Corporation Hewlett-Packard Far East Ltd. Productivity. № l p omises. 
Metro MANILA. Tel: 815-3811/6 TAIPEI. Tel: (02) 712-0404 


dn Packard Singapore (Pty.) Ltd UNMESACo Ud — ; Г 4 E W LE T T 
SINGAPORE 0511. Tel: 631788 Suriwong., BANGKOK. Tel: 2340991 
/ PACKARD 
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If you buy, lease or finance heavy 
equipment, this message could 
mean extra revenue and extra 
profit. 

Equipment investment 
is a significant capital 
expenditure expected to < 
produce maximum return. ^4 
Unfortunately, equipment 
which costs thousands of dollars 
less to buy often ends up costing 
thousands of dollars more to own and 
operate, taking revenue and profit straight 
from your bottom line. 

Now, Caterpillar and your Caterpillar 
Dealer can help you make objective, 
definitive comparisons before you buy. 

Equipment Investment Analysis 
provides a free, no-obligation tool 
comparing any two machines head on. 
And, it is tailored to your specific 
Operation. 


Caterpillar, Cat and (B are Trademarks of Caterpillar Tractor ( 


ii ' 4256530 + 206360 


5 
ی‎ peros wan hon Manns Oen hin 774 42824650 41024900 


The Objective — 







Using your own information, 
the analysis looks at machine 
ownership costs (initial price, 
interest payments, trade-in value, 
etc). Then operating 
expenses, revenues and 


B- The result is a clear, 
objective picture of the 


value gained by investing in one machine 


versus another. 

Want to know more? Talk to your 
Caterpillar Dealer today. Ask him for the 
whole story on Equipment Investment 
Analysis and what it can mean to you. 
It's quick, it's free and it's another 
customer benefit from the industry leader 
— against whom all others are measured... 


The Standard of Value 
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When you fly Sabena, you may be unaccompanied but you're never alone. 


Sabena. 





Savoir faire in the air. 


Caring is knowing 
when a fellow needs a friend. 


Sabena people know what it feels like to be on 
your own for the first time. Curiously enough, 
anumber of Sabena flight attendants got their 
first experience of flying as unaccompanied 
children too. So it's easy for them to put 
themselves in a child's shoes. 

In the world of modern travel, it's not only 
children who can use a little care and comfort. 
All over the world, Sabena staff in the air, at 
airports and booking offices know how to anti- 


cipate your queries and problems, smooth 
out wrinkles and generally put themselves in 
your shoes. 

And Sabena appointed travel agents can 
fix anything from a bargain break to the most 
elaborate round-the-world trip. 

That's Sabena savoir faire 


Your travel agent or Sabena office has all the detail: 
about Sabena's worldwide network 


Make sure you're booked aboard 
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1 ne England 091 284 3191 Telex 537900 NEI (Malaysia) Sdn. Bhd. 61B & C, Jalan 5522/19, Damansara Jaya NE! Pacific Ltd, PO Box 117, North Ryde, NSW 2113 
Tyne, England 091 284 3191 Telex 537900 PO Box 182, Petaling Jaya Selangor, Malaysia Australia 02 887 1555 Telex (71) 68076 

Telephone (ОЗ) 793624 Telex 37787 
NEI International Ltd, Harpers House, 2nd Floor, 154 West Coast Road NE! International Ltd, C/o Lina Building (Ground Floor], JI Н R Rasuna Said, Kv B7, Kuningan, Jakarta-Selatan 
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The intelligence service will survive embarrassment over 
a bungled training exercise, but may face restrictions 


By Hamish McDonald in Sydney 


NU foreign intelligence ser- 
vice will survive the embarrass- 
ment caused by a bungled training 
exercise in a Melbourne hotel, but a re- 
cently developed covert-action branch 
could be severely curbed if it continues 
to exist at all. 

The future of the Australian Secret 
Intelligence Service (Asis) has been as- 
sured by Foreign Minister Bill Hayden, 
despite strong criticism of the exercise 
by justices of the High Court, the coun- 
try's supreme judicial body. 

The incident on 30 November 1983 
involved civilians recruited as part- 
time members of a proposed Asis di- 
rectorate of covert action and 
emergency planning. From diverse 
backgrounds, they are reported to in- 
clude a schoolteacher, a dentist and a 
restaurateur. Training began with two 
weeks of physical workouts and in- 
struction in unarmed combat, surveil- 
lance, methods of entry and other skills 
— presumably conducted at the Swan 
Island commando base near Mel- 
bourne, long used by Asis. 

Then came a four-day simulated 
operation in Melbourne. Trainees were 
to rescue a “defector” guarded by two 
of his own country’s agents in a 10th 
floor room of the Melbourne Sheraton. 
Ruses having failed, the trainees 
smashed their way into the room witha 
sledgehammer and retreated through 
the hotel's kitchens, keeping staff at 
bay with pistols and submachine guns 
loaded with plastic blanks. 

The development of an improved 
covert-action capability had been au- 
thorised by the conservative govern- 
ment of former prime minister Mal- 
colm Fraser in 1982 after a Royal Com- 
mission inquiry by Justice Robert 
Hope of the New South Wales Supreme 
Court recommended in 1977 that Asis 
develop an "attack" function. Hayden 
approved this — reluctantly, he now 
says, and with the understanding he 
would be fully informed of its ac- 
tivities — when the Australian Labor 
Party won power in March 1983. 

The Sheraton debacle threatened to 
sweep away Labor Party agreement to 
the existence of Asis itself, especially 
as it occurred in the bailiwick of the 
party's Left. Hayden had to take ad- 
ministrative and legal responsibility 
while protecting the mainstream ac- 
tivities of Asis from political chal- 
lenge. 

Investigations by a Canberra magis- 
trate once on Asis' staff led to the sack- 
ing of one senior Asis official. Hope 
surveyed the whole affair and con- 
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demned it as “poorly planned, poorly 
supervised and poorly run.” After an 
unconcealed falling out with Hayden, 
Asis director-general John Ryan re- 
signed, to be replaced by retired army 
brigadier James Furner, who had been 
head of the Defence Department's 
Joint Intelligence Organisation (JIO). 
Formation of the covert-action branch 
has been suspended until Hope makes 
a second report on Australian intelli- 
gence systems early next year. 
Victorian police have pressed their 
inquiries, however, and both the fed- 
eral and Victorian parliaments have 
passed legislation enabling any 
charges to be heard in secret court ses- 
sions. Hayden agreed with Asis argu- 
ments that the safety of Asis agents 
and their contacts abroad could be at 


stake if identities are disclosed. “One 
in particular was very successful in re- 
cruiting agents for Australia," he said 
earlier this year. 


he Asis 11 — four officers, six part- 
time agents and one seconded army 
officer — argued to the High Court that 
the terms of their employment guaran- 
teed their names would never be dis- 
closed and that, despite the provisions 
for secret proceedings, the identities 
would be bandied about too many lips 
in Melbourne to remain concealed. 
The High Court rejected this appeal 
in a six-to-one ruling on 6 November. 
*For the future, the points need to be 
made loudly and clearly that if 
counter-espionage activities involve 
breaches of the law they are liable to 


attract the consequences that ordinar- | 


ily flow from breaches of the law," it 
said. 








r ue — 


has never been as obvious as that of the — 


domestic security body, the Australian. " 
Organisation r .— 


ence 
the electronic eavesdropping agency, 
the Defence Signals Directorate. 

Asis Was ola 
instigation of then foreign minister © 


Security Intellig 


Richard Casey along the lines of Bri- | 


tain's MI6. Personnel came from the 
"funny" side of the Australian military 
or were recruit 
network from top private schools sue 

as Geelong Grammar. 

Casey authorised special “political - 
operations" in 1958. These were 
chiefly attempts to subvert the 
Sukarno government in Indonesia by - 


lending support to rebels in Sumatra — 


and to other dissidents. 

Even at that time, Asis was resented 
by other government agencies, par- 
ticularly the diplomatic service, which — 
had to provide cover for many of its 
agents. Pressure led to the federal 
cabinet deciding to close Asis іп 1957. 
Strong pressure from MI6 and the CIA 
made the cabinet revoke its decision, - 


and the founding Asis director Alfred — 


Brookes was dismissed instead 

Amazingly the very existence of the 
organisation was kept from all but à 
few trusted journalists, politicians, 
academics and officials "listed" with 
Asis until 1972, when its existence was 
first acknowledged by the then prime 
minister, William McMahon, in re- 
sponse to press leaks. 

Asis came on the line with the elec- 
tion of Gough Whitlam's Labor gov- 
ernment later that year. Whitlam and 
his colleagues were critical of the Asis 
role in Prince Norodom Sihanouk's 
Cambodia, where its agents had been 
proxies for a CIA-denied embassy 
cover. In 1973 Whitlam was irked to 
find two Asis operatives working in 
Chile, again in a subversive role for the 
CIA, and even more angered when his 
orders to withdraw them had not been 
obeyed some months later. 

During the civil-war phase of the | 
East Timor conflict in 1975, Whitlam 
ordered Asis not to get involved and- 
dismissed the service's then director : 
general, Bill Robertson, when he learn- 
ed that Asis had recruited à local - 
hotelier and pilot, Frank Favaro, with- 
out telling the government. 

Whitlam gave the task of thinking 
about the future of Asis and the other 
intelligence agencies to Hope in the 


1974. Hope's background as ап advo- _ 


anised in 1950 at the ~ 


through the сан ii 
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first of his two Royal Commissions in ~ | 


cate of civil liberties and a man of the 
law boded none too well for Asis 

Such fears proved unfounded when 
Hope’s secret report reached Fraser, 
Whitlam’s successor in 1977, and a 
severely bowdlerised version was pub- 
lished a year later. The judge said Asis 
was underfunded and hamstrung and 
should develop an “attack” capability 
against foreign services. 

“In all cases espionage is illegal and 
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Hope wrote. “We should not allow the 
use of any euphemisms to cloud the 
- central issue — that Asis exists to còn- 
_ duct espionage against foreign coun- 
_ tries and that to do it suecessfully Asis 
must probably infringe the laws of 
- those countries and certainly be pre- 
— pared to do so..." 
_ Leaked evidence from the Hope re- 
~ port and elsewhere suggests Asis con- 
Д _ centrates on such areas as the internal 
- military power plays in Thailand and 
_ Indonesia, security in Singapore and 
E Malaysia, the Cambodia and Vietnam- 
= ese conflicts, and Japanese trade 
_ policies — all of fairly direct interest to 
- Australia. 

— Successes are reported to have in- 
- €luded the acquisition of foreign 
_ cipher books, knowledge of opposing 
_ bargaining positions (such as in sea- 
boundary negotiations) and the dis- 
_ covery of Soviet penetration of In- 
- donesia's state intelligence body, 

Bakin. ЛО is said to have told Hope 
that about one-third of Asis’ product 
could not be gained from other sources, 
апа allied services rate it highly in its 
_ Southeast Asian sphere. 

| The Asis’ product remains hotly de- 
bated in government circles. McMahon 
describes reports given to him in 1970- 
| 72 on Cambodia as "bar-room gossip 
© and not worth repeating." Asis is also 
- having to work hard to shake off suspi- 

- cions that it works for a supranational 
_ Western intelligence community, 
father than specific Australian in- 
|  terests. 
| {С ome analysts still question the need 

` eJ for Australia to become involved in 
foreign espionage When other coun- 
_ tries of its size — notably Canada — get 
_ by with conventional means. Labor's 
Left takes a moral. stand against the 
secrecy and deceit which is necessarily 
а part of the spy business. Other opin- 
ion supports retaining Asis and a 
- covert-action capability to be used 
_ When all else fails, but warns that Asis 
— should be kept out of smaller states in 
. the Pacific where even suspicion, let 
alone blunders, could have a de- 
_ Stabilising effect on fragile local poli- 
. tics. 
_ Prime Minister Bob Hawke's Labor 
government gave Asis a budget in- 
_ crease to A$12.6 million (US$10.9 mil- 
- lion) in 1983-84 (July-June) and again 
- in 1984-85 to A$14.5 million, despite 
the Sheraton affair. Speaking after the 
— High Court ruling, Hayden conceded 
| Asis morale had “slumped rather 
_ badly" but said the service performed 
ап "invaluable" role. 
"Intelligence information is a very 
_ important resource for a country the 
_ Size of this one,” he said, adding: “We 
| have complete confidence in Asis as it 
- properly functions as an intelligence- 
gathering organisation and we will 
. continue to support and promote 
I it.” ü 
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The pro-Soviet breakaway movement fromthe CPT; with Lao 
and Vietnamese help, poses a new danger to security — 


By John McBeth in Bangkok 


Ais" it is still a long way from 
becoming a serious threat, the 
growth of the pro-Soviet Thai People’s 
Revolutionary Movement, more com- 
monly known as Pak Mai (New Party), 
is worrying Thai authorities. 

Formed in 1978 by a breakaway fac- 
tion of the pro-Peking Communist 
Party of Thailand (CPT), the new 
movement is currently engaged in 
mobilisation work in the northern and 
northeastern provinces of Chiang Rai, 
Nan, Nakhon Phanom, Mukdahan and 
Ubon Ratchathani — areas which were 
once the main stamping ground of the 
now-shattered CPT. 

A top-level document being circu- 
lated among Thailand's security agen- 
cies contains several disturbing points, 
among them the contention that the 
party accepts as a principle the use of 
foreign forces to seize state power. But 
more intriguing still is the naming of 
former Thai parliamenta- 
rian Bunyen Worthong, Lao 
Communist Party central 
committee man Saly Vong- 
khamsao and Vietnamese of- 
ficial Nguyen Van Duc in a 
triumvirate which the docu- 
ment implies is working to- 
wards laying the founda- 
tions of the party structure. 

Bunyen, a one-time 
member of the Socialist 
Party of Thailand who 
joined the CPT in the wake 
of the October 1976 coup, 
long has been regarded as 
the leader of Pak Mai; Saly, 
seen by analysts as a rising 
star in the Lao communist 
hierarchy, heads the State Planning 
Commission and is generally ranked 
No. 8 on the central committee: Duc is 
much more of an unknown quantity 
and his position in the Vietnamese 
Communist Party has yet to be estab- 
lished. It is not clear whether he is the 
person of the same name who is a rela- 
tively obscure member of the party 
central committee. 

Pak Mai from the outset is said to 
have perceived Thailand through Marx- 
ist-Leninist eyes as a neo-colony 
dominated by monopoly capitalists 
and feudalists who have undermined 
the country's independence and failed 
to perfect democratic ideals. In some 
ways, this is the same analysis reached 
at the CPT's fourth congress in mid- 
1982 which changed the definition of 
Thai society from "semi-feudal, semi- 
colonialist" to "semi-colonial, semi- 
capitalist with residual feudal influ- 





¥ 
ence” — an attempt, it was believed 
then, at least to pay lip service to disaf- 
fected cadres advocating more em- 
phasis on urban areas in line with the 
realities of the Thai political situa- 
tion. 

Unlike the CPT, with its almost 
slavish adherence to the dream of a 
peasant uprising, the new party looks 
to the rural population for its mass 
base, but places industrial workers in 
the vanguard of a front movement and 
calls for the co-opting of students, in- 
tellectuals, petty capitalists, low- 
ranking civil servants and even 
Buddhist monks to act in a supportive 
role. 

According to the government assess- 
ment, the party is receiving steadily in- 
creasing financial and military sup- 
port from both Vietnam and the Soviet 
Union, and while it has yet to develop a 
viable armed force, it has a five-year 
target to expand guerilla ac- 
tivity into the 17 northeast- 
ern provinces — the region 
which Hanoi has often 
claimed is part of Laos. At 
present, however, its hand- 
ful of armed supporters in 
Thailand has orders to con- 
centrate on mobilisation and 
propaganda work and to 
avoid contact with govern- 
ment forces. 

The party's main guerilla 
headquarters is claimed to 
be a former United States 
Central Intelligence Agency 
base in the western border 
province of Sayaboury, but 
Thai intelligence also has 
identified other camps in the south- 
ern Laos panhandle; in May, Soviet 
and Vietnamese advisers are reported 
to have spent about a week training 
Pak Mai operatives at an installa- 
tion near the Mekong river town of 
Thakhek. 

Security sources say apart from try- 
ing to aggravate divisions within the 
CPT, the party is offering money to 
prospective recruits and has been 
making extensive use of ethnic prop- 
aganda, emphasising the ties between 
Laos and the Lao-speaking population 
of Thailand's northeast. Leadership 
directives place considerable stress on 
rooting out Chinese influence and also 
on the propagation of urban activities 
designed to put économic pressure оп 
the government. 

Pak Mai is said to be composed 
mainly of former CPT cadres, disaf- 
fected students, northeastern Thais 
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tives in Thailand, and the children of 
Vietnamese refugees who fled their 
— homeland and settled in the northeast 

- during the first Indochina war against 
— the French. Although the party struc- 
_ ture isnot yet in place, analysts say it is 
— expected to be made up of a nine-man 
~ politburo and a 25-30-man central 
— committee with five alternate mem- 

` bers. 

— A Bunyen himself is a northeasterner, 
— one of the very few in the late 1950s to 
have had the privilege of a university 
education — first at Bangkok's Tham- 
_ masat University where he studied law 
— and public administration, and later at 

_ the University of Indiana in the US 

— where he received a master's degree. 
— Following his return from the US, he 
— worked at the National Institute for 
Development Administration and in 
1969 was elected to parliament as an 
_ independent by constituents in his na- 
— tive Ubon Ratchathani province. 

— — He took a teaching job at a private 
— Bangkok college when parliament was 
— dissolved in the November 1971 coup, 
~ but though he joined the Socialist 
T Party of Thailand three years later he 
| never did offer himself as a candidate 
in subsequent elections. Those who 
_ — knew him were not particularly sur- 
____ prised by his announcement in early 
— . 1977 that he had joined the CPT, along 
with thousands of other disaffected 
students and intellectuals who feared 
retribution in the wake of the October 
1976 military takeover. 
Bunyen, having crossed the Mekong 
— river into Laos, stayed behind after the 
— Vientiane government ordered the 
— CPT out of the country, in some in- 
— Stances at gunpoint, when the split be- 
— tween Vietnam and China broke into 
| the open in 1979. He and a small group 
of followers were later accused by the 

СРТ of trying to form a rival com- 

- munist party, thought to have been 
— known initially as the Northeast Thai 
— Party to Liberate Thailand. 

E Interestingly enough, it was the 
| northeast wing of the CPT that, two 
— years later, provided the greatest op- 

position to the old-guard Chinese 
leadership and its steadfast dream of a 

rural peasant uprising. Indeed, it was 

— the mass defections of northeastern 
| members following the fourth congress 
which precipitated the CPT's ultimate 

. collapse. ' 

While there is obvious concern 
among Thai authorities over the impli- 
— cations of a Soviet- and Hanoi-backed 

revolutionary movement, there are 
| considerable doubts over what it will 
achieve. Apart from the government's 
more enlightened thinking on the root 
causes of dissent and its approach to 
rural problems in general, the enmity 
which exists between Thais and Viet- 
- A namese seems hardly conducive to the 
. real growth of a communist movement 
directed from across the Mekong. gg 
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— and a new era 


week before the murder of Indira 

Gandhi, India and Pakistan con- 
cluded bilateral talks on locust con- 
trol. One might say that such an event 
is not exactly world-shattering, but in 
the context of Indo-Pakistani relations 
at the time, the mere fact that repre- 
sentatives of the countries had met at а 
conference table was good news in- 
deed. 

The history of Indo-Pakistani talks 
in the past few years makes depressing 
reading. Pakistan offered a so-called 
no-war pact to India in September 
1981 but was rebuffed by Mrs Gandhi 
the next month when she stated that 
the offer made no sense “as Pakistan is 
preparing for war.” There was indeed 
diplomatic confusion at the time, 
mainly because Pakistan included a 
suggestion of mutual inspection of nu- 
clear facilities and an arms-reduction 
proposal along with the pact. 

The combination of three such fun- 
damental propositions would have 
strained the efforts of most foreign 
ministries in the world, and there is lit- 
tle doubt that the Indian ministry was 
caught off-balance — but the major 
factor was, of course, the guidance 
provided by Mrs Gandhi herself, which 
was inimical to any conciliatory ges- 
tures proposed by those of her advisers 
who felt that confrontation had gone 
on too long. 

But it was not until President Zia-ul 
Haq visited India in March 1983 that 
an agreement to create a joint commis- 
sion to promote bilateral relations was 
signed. Its inaugural meeting in June 
of that year was cordial, but its efforts 
were effectively neutralised by Mrs 
Gandhi's statements of support for the 
Pakistani Movement for the Restora- 
tion of Democracy two months later. 

Mrs Gandhi also wrote a widely pub- 
licised letter to Zia asking for the re- 
lease of Khan Ghaffar Khan, a Pakis- 
tani opposition leader. Pakistan's ob- 
jections to this letter stemmed from the 
fact that the joint commission specifi- 
cally was designed to consider bilat- 
eral matters and that Mrs Gandhi's 
public-relations exercises were 
sabotaging such slow progress as had 
been made. 

Both sides blamed the other for the 
failure of the joint commission, but, if 
strict apportionment is to be made, it is 
clear that Mrs Gandhi's undiplomatic 
statements at the time of the Sindh tur- 
moil in Pakistan were largely at the 
root of its emasculation. 

Relations continued to deteriorate, 
and theslide was accelerated by Indian 
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charges that Pakistan had aided the 
Sikh militants in Punjab. In the first 
half of 1984 the Indian public was 
being encouraged to believe that war 
with Pakistan could take place at any 
time, and Rajiv Gandhi's statement, 
early in the year, that Pakistan might 
invade Indian-controlled Jammu and 
Kashmir “within a year,” merely 
served to nullify any notions that Pakis- 
tan had about a reasoned dialogue. 


he nasty affair of the kidnap and 

murder of Indian diplomat Ravindra 
Mhatre in Britain by the shadowy 
Kashmir Liberation Army (KLA) in 
February gave rise to a particularly 
convoluted series of incidents. The 
KLA had demanded the release of sev- 
eral Kashmiris being held in Indian 
prisons for various offences. Among 
these prisoners — who had all been 
legally tried and convicted — was a 
demonstrably unsavoury character by 
the name of Maqbool Butt who had 
been convicted in India in 1968 of the 
murder of a policeman. 

He escaped to Pakistani-controlled 
Kashmir in extremely suspicious cir- 
cumstances but returned to India in 
1974 when he repeated the crime of 
murder in the course of a bank rob- 
bery. He was again tried and convicted 
but his appeal, which was lodged in 
1980, was only rejected three days 
after the killing of Mhatre. He was 
hanged two days afterwards. 

The reason that this incident is im- 
portant in Indo-Pakistani relations is 
not so much that Butt was executed, 
which he richly deserved, but that the 
processes of law were apparently sub- 
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ordinated to politieal convenience. 
Furthermore, the Pakistani» Govern- 
ment, intent on defusing the situation 
and attempting to convince India that 
there was no governmental collabora- 
tion with the KLA (about which all 
knowledge was disclaimed by officials 
in Pakistan), actually arrested Butt's 
son, who had tried to lead a protest 
march on the Indian Embassy in Is- 
lamabad. 

This gesture was ignored in New 
Delhi, and a scheduled visit to Pakis- 
tan by Indian Information Minister 
H. K. L. Bhagat was cancelled because 
the time was "not opportune." In fact, 
there could hardly have been à more 
opportune time for India to have dem- 
onstrated willingness to diminish the 
growing tension between the coun- 
tries, and, again, responsibility for the 
voiding of a possible detente must lie 
with Mrs Gandhi, simply because gov- 
ernment ministers do not cancel inter- 
national arrangements on a personal 
whim. 

The remainder of 1984 thus was pre- 
dictable insofar as Indo-Pakistani re- 
lations were concerned. The Punjab 
troubles, ably dealt with by the army 
when it was eventually called in, gave 
rise to Indian accusations of Pakistani 
involvement. In August Mrs Gandhi 
spoke to her parliamentary committee 
on external affairs about “peace initia- 
tives" taken by India in regard to 
Pakistan, and stated, according to The 
Times of India, that Pakistan had 
“consistently rejected" Indian offers of 
the no-war pact initially offered by 
Jawaharlal Nehru. 

Mrs Gandhi was unable, even while 
talking of possible moves towards har- 
mony, to resist a jibe at Pakistan by 
saying that the Pakistani press had re- 
lentlessly carried on a campaign of 
“vilification” against India but that 
the Indian press which, unlike the 
Pakistani press, was free had “shown 
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restraint in this regard.” But the head- 
lines in The Times of India of 5 and 7 
October, for example, are hardly evi- 
dence of restraint, as they were, re- 
spectively: *Pak, Bangladesh training 
Sikh," Tripura hotheads" and “US 
move to give highly offensive [sic] arms 
to Pakistan.” 


Up to a few days before her death, | 


Mrs Gandhi sounded warnings about 
her perception of Pakistani intentions 
towards India. On 19 October she 
stated that “the threat to India has in- 
creased” after she had dealt a hard 
blow at relations between the coun- 
tries by closing the border on 16 Oc- 
tober. Her statements and actions were 
not convincing evidence that she was 
seeking cordial relations with Pakis- 
tan, but they would have been under- 
standable if India had been able, at any 
time, to produce hard information con- 
cerning allegations of Pakistani in- 
volvement in Indian internal affairs. 
If Pakistan had any intention of at- 
tacking India, the ideal time would 
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have been the period immediately fol- 
lowing Mrs Gandhi's murder. The 
country was stunned and in chaos. 
Loyalty of the Sikhs in the defence 
forces was at least in question. The 
army was deployed in support of the 
civil authorities. Pakistani forces, 
coincidentally, were concentrated for 
military manoeuvres in the border area 
and could have reacted swiftly to or- 
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ders for an advance. No ordér was 
given. 

Zia, who knew that Mrs Gandhi’ had 
died before Rajiv was able to be given 
the news, telephoned him as soon as his 
appointment as prime minister had 
been announced to say: “Here and now 
I assure you that Pakistan's hand 18 
open and offered in friendship and 
goodwill." And the best news for years 
about Indo-Pakistani relations was 
contained in Rajiv Gandhi's response: 
“India wishes to resume talks with 
your country for a solid, lasting, peace- 
ful relationship between our two coun- 
tries." 


ia met Gandhi at Mrs Gandhi's 

funeral and stated afterwards, quite 
properly, that the occasion was not am 
appropriate one at which to raise mat- 
ters affecting bilateral relations. The 
fact remains that both his and Gan- 
dhi's words augur well for the future, 

There is no question, of course, of 
India and Pakistan falling, figura- 
tively, into each other's arms im- 
mediately. The wounds, the scores, the 
suspicion, the vilification all go too 
deep for that. But there is an historie 
opportunity for rapprochement 

The young Gandhi has emerged às a 
strong force. His mother's shadow has 
been removed, though no one could 
possibly acclaim or even condone the 
method of its removal, and if Congress 
is returned to power, as seems certain, 
then Gandhi should be re-elected 
prime minister and allowed to forge 
the way to detente in the Subcontinent. 

Undoubtedly, there would be strains 
in India should Gandhi propose funda- 
mental changes in relations, but he 
seems to be too astute to attempt such 
action. He will be able to choose his 
own advisers after he is given a man- 
date, and if he discards the yes-men 
and the incompetents who were the 
majority of his mother's adherents, 
then a new era for India will begin. 

If he is able to convince parliament 
and the people that confrontation with 
Pakistan is a political nightmare, an 
economic sewer and an international 
disgrace, his first action should be to 
reconstitute the joint commission and 
give the Indian negotiators firm terms 
of reference with which to start their 
dialogue with their Pakistani counter- 
parts. 

He has at his disposal the combined 
wisdom of his skilled diplomats whose 
advice in the past has not been heeded 
to the extent that it should have been, 
and, while there is no reason that 
negotiations should be entered into on 
a totally conciliatory note, there is 
equally no reason why a hard line 
should be adopted on principle by the 
representatives of either side. 

A first step could be an agreement to 
refrain from border closure without 
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consultation. This could be followed 

y extension of travel facilities be- 

ween the countries, an ГевресіаПу the 

ning of more border crossing points 

d provision of more civil air flights 
between the countries. 

Next could be trade. Vast economic 
benefits could be reaped by increasing 
the volume of consumer goods and 
foodstuffs that flow across the border. 
It is not inconceivable that, in time, a 
free-trade — agreement could be 
reached, but in the meantime there is 
much scope for mutually satisfactory 
arrangements for exchange of selected 
goods. 

The vexed question of nuclear capa- 
bilities could be far down the list, but, 
again, a start could be made by a bilat- 
eral pact to refrain from use of nuclear 
weapons. Neither country is a signat- 
ory to the non-proliferation treaty 
(which is, in any event, unsatisfactory 
and indeed, ineffective) but for India 
and Pakistan to show the world how to 
control proliferation would be one of 
the most significant events of the cen- 
tury. If a mutual inspection program- 
me could be worked out, then removal 
of the nuclear threat from the Subcon- 
tinent would be achieved forever. 

Arms reductions would be a sticky 
agenda item. It is nigh on impossible 
that either country would agree to any 
meaningful arms control, for India has 
still the presence of China to consider 
(no matter the talks about their territo- 
rial disputes), and Pakistan fears the 
Soviet presence in Afghanistan and 
cannot afford to drop its guard to the 
west. 
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t would probably be too much to ex- 

pect that either country could agree to 
mutual inspection of military positions 
on their border or along the Line of 
Control, and this aspect of detente 
would be best considered in respect of 
removing the potential causes of war 
rather than by attempting to impose 
some esoteric arithmetical formula for 
the reduction of conventional 
weapons. 

And it is removal of the fundamental 
disagreement between the countries 
that should guide both Zia and Gan- 
dhi. Whilethe Kashmir problem exists, 
there can be no true friendship be- 
tween India and Pakistan. 

The joint commission should be 
asked to examine the Kashmir ques- 
tion anew. The squabbles, the clashes, 
the wars, the intemperate statements 
of yesteryear should be consigned to 
the dustbin of history. The influence of 
the leaders in their respective coun- 
tries should be brought to bear on the 
hard-line rabble-rousers whose aspi- 
rations for Kashmir are at best ingenu- 
ous and at worst malevolent. 

It will take a long time to solve this 
problem, but Zia and Gandhi have a 
chance to begin a solution. Let us wish 
them well at this, the possible begin- 
ning of a new era in the Subcon- 
tinent. п 
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By Ted Morello in New York 


he anti-Vietnamese Democratic 
Kampuchea coalition’s two non- 


communist components are seeking to 
get rid of the Pol Pot albatross which 
hangs around the coalition's neck, but 
the communist 


faction, Pol Pot's 
Khmer Rouge, is resisting their efforts. 
A comprehensive blueprint for the 


sanitising action was presented at a 
summit meeting of the anti-Vietnam | 
triumvirate, convened here during the 
current 39th United Nations General 
Assembly. 
sources who attended the secret meet- | 
ing, the strategy includes expunging 
all symbols linking the coalition — rec- 
ognised by the UN as the country's 
sole, legitimate government — to the 
genocidal Pol Pot regime, which deci- 


to Khmer 


According 


Son Sann, Sihanouk, Khieu Samphan: changes 





mated Cambodia's population during 
its brutal 1975-78 reign. 

Among other things, the alliance 
would drop the name Democratic 
Kampuchea, change the national flag 
and anthem, and issue new passports. 
More substantively, the leaders would 
agree to activate a concept of equality 
among the coalition's three factions. 
Ever since the coalition was organised 
on 22 June 1982 in Kuala Lumpur, it 
has been dominated by Khmer Rouge 
forces at both the military and dip- 
lomatic levels. 

The proposals were rejected out of 
hand by the Khmer Rouge representa- 
tive, Vice-President for Foreign Af- 
fairs Khieu Samphan. However, coali- 
tion Prime Minister Son Sann, who 
presented the anti—Pol Pot plan to the 
conclave, vowed to keep raising the 
issue at future inner-cabinet meetings 
as well as "at any other forum where 
we can expect to get satisfaction." Son 
Sann, who represents the coalition's 


The non-communist factions of the Democratic Kampuchea 
coalition seek to dissociate it from the Khmer Rouge regime 


tional Liberation Front (KPNLF) fac- 
tion, was backed by Prince Norodom 
Sihanouk, coalition president and 
head of its third component. 

Participants in the meeting told the 
| REVIEW that Son Sann's initiative 
stems from the fact that Democratic 
Kampuchea, the name under which the 
UN recognises the coalition as Cam- 
bodia's legal representative, has be- 
come tainted through its association 
with Pol Pot and his Khmer Rouge fac- 
tion — both repugnant to the majority 
of governments. 

In the annual general assembly 
debate over the "question of Kam- 
puchea," even the most active advo- 
cates of the coalition's legitimacy 
against а  counter- 
claim by the Hanoi- 
installed Heng Sam- 
rin regime in Phnom 
Penh, routinely qual- 
ify their backing by 
denouncing and dis- 
sociating themselves 
from the former Pol 
Pot regime and its ex- 
cesses. In tabling his 
proposals at the 26 
October summit meet- 
ing, Son Sann said 
that by down-playing 
the Khmer Rouge role 
in the military and 
through diplomatic 
assaults on Vietnam's 
occupation of Cam- 
bodia, the coalition 
would gain heightened credibility and 
less equivocal international support. 

The name change would involve 
dropping Democratic Kampuchea and 
substituting Cambodia as the English 
version, Cambodge for the French and 
simply Kampuchea in UN parlance. 
The word "democratic" as part of a na- 
tional designation is associated in the 
minds of many with communist and 
like-minded regimes. 


| non-communist Khmer People’s Na- 
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К Samphan questioned the le- 
gality of a name change on the 
grounds that all the UN’s dealings with 
the government since Hanoi’s 1978 in- 
vasion of Cambodia had been with 
“Democratic Kampuchea.” But Son 
Sann cited other countries which had 
taken on new names — most recently 
Burkina Faso, formerly Upper Volta — 
without affecting their UN status. 
Furthermore, Son Sann asserted, 
delegations who cast ballots for the co- 
alition are supporting such UN charter 


5 DECEMBER 1984 e FAR EASTERN ECONOMIC REVIEW 





пап uncertain world: economy, it’ T 


comforting to know bd isani investment * 





ea of the Bo; ted States of pats 


E & Poor's, апа ders Se à 
Е - TIL E 


dune bof vou can de 3 

© investment on.any business day. A 
provides a return whi ch is more fha eds 
competitive with higher risk alternativi S. You 
pay no sales fees or commission when. you. 
invest or redeem your shares, and... . 
management fees and fund expenses will not 
exceed one per cent per year, This. compares: 
- favourably with bank/brokerage commissions 
. and roll-over charges for di rect. investments in 
T-bills. 


Management you can trust | 

Your investment is protected by stri ict 
operating procedures. All the Fund's assets 
are held securely inside the United States by - 
the U.S. Trust Company of New York. US. 
Trust releases funds only after receipt of the 
equivalent value of U.S. T-bills and will effect a 








redemption from a Capital Preservation Fund | 


Shares are available only through the Prospectus. Investors Should бё aware that interest rates an US. Treasury Wiis Huctoate. 


И „Жош the Fund's custodie 
„Generale du Luxembourg. 


Of course you can bi iis с on "your o Own. m : 3 


сапа an application. 


` CAPITAL PRESERVATION 
FUND INTERNATIONAL 


Г Please send me more information about 


| 2 L Tek.5-23B8118. Telex; HXT« 









Internat onal account Ошу 
verified instructions from t 


‚ Shareholder. E ч агё п | 








safest! 







investment. va ong Kon. simply fill n the 
oupon below. We will send you à à P onec 















« iain iei. ананан маймун St адаа 





Cat ital | Preservall on Fund Iniernational. 









М a r пе T. — ————— M B ——— he INO AAR an Wi mese дөн 


AUGER OT ROOT РАЕН ORT ARE Mee OR 


Wote io 
n Wocom inis Limited 





| The Fund investment Department 
АНЕ Bank of America Tower | 
А g кош. 



















ERA f E Or = 


tf , he pointed - 
~out, many of the delegates have been 
_ Substituting the expression “Khmer 


te 


p € 
$: ge. Inde 


people” for Democratic Kampuchea in 
their speeches. Among them are the 
Asean, Australian, Canadian and 
United States representatives. 

Sihanouk said he had consulted the 
UN's legal office and had been assured 
the name change would not affect the 
coalition's UN status and that a letter 
of notification would satisfy all re- 
quirements. 

As wholly internal matters, the 
changes in flag design, anthem and 
passport are up to the three factions. 
The present Democratic Kampuchea 
flag — in use under the former Pol Pot 
regime — bears the image in yellow of 
three towers of Angkor, the symbol of 
Khmer nationhood, on an all-red 
background. Son Sann proposed re- 
storing the Kingdom of Cambodia de- 


— sign used until the 1970s: the towers in 
- white against a red background, bor- 


dered top and bottom in blue. 

One source explained that the pre- 
sent anthem, "filled with references to 
bloody ricefields, does not create the 
image we want to project," and would 
be replaced by the three-stanza an- 
them used before the Pol Pot takeover. 
However, the first and third verses — 
which refer to the then reigning 
monarchy — would be dropped. The 
proposed passport change was in- 
tended to broaden acceptance of the 
document internationally. It was 
explained that, though some 90 coun- 
tries recognise Democratic Kam- 
puchea, only a handful — notably 
China — accept its passport. 


he demand for equality among the 
coalition's three factions reflects 
the two non-communist elements' dis- 
Satisfaction with the second-class 


- Status assigned to them by the Khmer 


Rouge. Son Sann's power-sharing pro- 
posal called for the rotation of leader- 


ship in embassies and other diplomatic 


missions. At present the Khmer Rouge 
faction holds the top posts at all Demo- 
cratic Kampuchea missions, including 
those in Peking, Pyongyang, Cairo and 


_ Dakar, as well as at the UN's New York 


headquarters, its Geneva office, the re- 
gional Economic and Social Commis- 
sion for Asia and the Pacific in 
Bangkok and Unesco in Paris. 

Despite the Khmer Rouge faction's 
objections, further steps have been 
taken to phase out the use of “Кат- 
puchea." Addressing the general as- 
sembly on 16 November on the Viet- 
nam-initiated item on peace in South- 
east Asia, KPNLF charges d'affairs Siv 
Sichan used "Cambodia" exclusively 
throughout his speech, and the US 
State Department has just announced 
Cambodia is being substituted for 
Kampuchea in what, until now, has 
been its Vietnam, Laos and Kam- 
puchea section (REVIEW, 29 Nov.). D 


34 


в $ - 
"TN. =. "печы ] - 





Хаб e 
8) d , | | 
э B | 2 q , V ` Y е mitt 


A proposal to protect Cambodia’s most revered 
monument is rejected by the Heng Samrin regime | 


he tripartite anti- Vietnamese Dem- 

ocratic Kampuchea coalition has 
given heavily qualified approval in 
principle to the open-city status pro- 
posed for the sprawling temple com- 
plex of Angkor by Austrian Ambas- 
sador to the United Nations Willibald 
Pahr, president of the International 
Conference on Kampuchea. 

However, the idea of putting the an- 
cient temples out of bounds to military 
action has been scotched by the Hanoi- 
backed Heng Samrin regime's Foreign 
Minister Hun Sen. The project was 
further jeopardised by squabbling be- 
tween the coalition’s one communist 
and two non-communist factions. 
Still, on two points all parties agreed: 
that as a revered symbol of the Khmer 
people, the monument must be pre- 
served, but that the UN is unlikely, for 
political reasons, to play a 
role in any neutralisation 
programme. 

Pahr's reference іп 
Bangkok recently to neu- 
tralising Angkor re-acti- 
vated an idea which had 
been raised during earlier 
years of Cambodia war- 
fare. His proposal was pre- 
sented formally to the co- 
alition at its recent New 
York summit by the Khmer 
Rouge factions Khieu 
Samphan, whose interven- 
tion evoked an indignant 
outburst from Son Sann of 
the non-communist Khmer 
People's National Liberation Front 
(KPNLF) coalition faction. 

Son Sann asserted that Khieu Sam- 
phan had rejected the same proposal 
when it was made by “your own peo- 
ple" but embraced it when it was 
suggested by “a foreigner.” Prince 
Norodom Sihanouk, the coalition pre- 
sident, agreed that both non-com- 
munist factions had expressed concern 
about Angkor for years but that action 
had been blocked by Khmer Rouge 
fears that an international rescue op- 
eration — particularly under the UN’s 
aegis — would constitute de facto rec- 
ognition of the Heng Samrin regime. 

Khieu Samphan’s objection reflects 
concerns voiced over earlier proposals 
that Unesco should assume responsi- 
bility for protecting and restoring 
Angkor. It was argued that Heng Sam- 
rin authorities would exploit any Un- 
esco dealings with Phnom Penh as tacit 
international recognition of the regime 
and acquiescence in Vietnam’s Cam- 
bodia intervention. 

In fact, Phnom Penh has made it em- 
phatically clear that it will have no- 
thing to do with any proposal involv- 
ing a UN role at Angkor. Nor is it sym- 
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pathetic to proposals favoured by na- 
tions such as Australia that a non-gov- 
ernment organisation of experts play a 
role in the restoration and preserva- 
tion of the temple complex. 

In a recent interview with the 
REVIEW in Phnom Penh, Hun Sen 
said that Pahr's proposals amounted to 
"an interference in the internal affairs 
of Cambodia." The word “restore” was 
used by those who wanted to set up a 
demilitarised zone (DMZ) in the 
Angkor region. If the UN came, the 
face that would emerge at Angkor 
would be the face of the UN. “If people 
want to help," said Hun Sen, "they 
should send the money to us." 

Any country which wanted to help 
restore Angkor was welcome as long as 
it did not propose that the temple area 
should become a DMZ. The People's 
Republic of Kampuchea 
was in control of the tem- 
ple complex, the minister 
said, and “our Angkor is in 
a state of safety." 

The coalition summit 
agreed, however, to ask 
Pahr to elaborate on his 
proposal. In a letter dated 
29 October, Son Sann 
pointed out to Pahr that as 
early as 1980 the KPNLF 
had appealed to the inter- 
national scientific com- 
munity to use its influence 
to save Angkor from 
“human depredation and 
climatic deterioration.” 
Son Sann suggested that to skirt the 
recognition issue, all parties agree to 
hand responsibility for the project 
to the Ecole Francaise d’Extréme 
Orient, which originally took 
charge of Angkor's preservation in 
1972. 

He also proposed that a coalition ob- 
server be included in the French scien- 
tific team. Finally, Son Sann em- 
phasised that coalition support for the 
project “does not imply de-facto rec- 
ognition of the Heng Samrin regime." 

Son Sann's communication drew an 
immediate letter of protest from Khieu 
Samphan, who charged that the coali- 
tion's prime minister had gone beyond 
the summit agreement in proposing an 
observer and had not made the recog- 
nition disclaimer sufficiently strong. 
In a letter the following day, Son Sann 
repudiated Khieu Samphan's com- 
plaints and insisted that, while it was 
perhaps true he had couched the coali- 
tion's stand on recognition “in too dip- 
lomatic terms," his letter to Pahr 
"exactly reflected the mandate" of the 
summit conference. Coalition sources 
told the Review that the next move 
would be up to Pahr. — TED MORELLO 
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Wherever you're considering 
a pharmaceutical project, Foster 
Wheeler is just what the doctor 
ordered to get the job done right. 

From bulk pharmaceuticals 
to finishing operations, prescription 
or OTC drugs, Foster Wheeler 
has the experience, specialized 
know-how and resources you need. 

For two decades, major phar- 
maceutical manufacturers have 
turned to us for both large and 
small projects. 

Currently, we are responsible 
for the design, engineering, con- 
struction supervision, and overall 
project management of ACDIMA, 
a $335 million grassroots multi- 
purpose bulk antibiotics produc- 
tion and finishing plant in Iraq. 


This state-of-the-art-complex will 
use both fermentation and organic 
synthesis to supply a broad range 
of antibiotics. 

But regardless of size, every 
project is important to us. Our 
"Pharmaceuticals and Fine 
Chemicals Group" is a major 
division of Foster Wheeler SPEC. 
This specialty engineering subsid- 
iary provides the advantages of 
dealing with a small, flexible 
engineering firm backed by the 
worldwide resources of a Fortune 
500 company. 

Every client and every proj- 
ect, large or small, get the atten- 
tion they deserve. And our GMP 
Committee makes sure that every 
jobis in FDA compliance. 


And if you are considering 
the potential of biotechnology, 
Foster Wheeler's association with 
Applied DNA can provide you a 
fully integrated biotechnological 
service from conception to scale- 
up to a completed plant. 

Whatever your pharmaceuti 
cal needs, Foster Wheeler has the 
right prescription. 

We speak your language 


Foster Wheeler Asia Limited 
Hong Kong — Ocean Centre 
Tel: 3-721-1711 TIx: 37512 
Singapore — Shaw Centre 
Tel: 733-5216 TIx: RS39292 


FOSTER (7] WHEELER 


We can fill any prescription; 
in any language. 


пашаж 


Antihypertensives) 


ات الحیر ان 


(Antibiotics) 








+ Chase Partnership at work. From left to right по Kubota, Chase Japan: R Taggart Murphy, Chase; Munekazu Wakita, Sumitomo Life and Patrick L North. Chase 
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markets of Japan and prime investments о opportunities 
around the world. 

. The Chase Partnership. - 
^ si ко but буті ic approach which allows us to 
serve you bet Мег — whatever your business. 








ыы 
= 
ы 
E 
= 
x 
z 
T 
z 


“WERE FIRST WITH THE NEW GENER 





4 
B 
— 


— - 
. 
| 
ы E ” 
tf - 
[А м A 
am ` ° 
M ! P a 7 « 
L 3 T I © г ry "2: 
| hi 
D " 
i 
. 


ROR K RR 5 2 27.7. 
ТАА 


| 
فا لاد ال 


SIA is the very first airline in the world to fly both the incredibly 
innovative A310 and the new generation B757. And starting this month, 
you can enjoy the superior comfort and efficiency of these remarkable, 
new Pratt and Whitney-powered aircraft across Asia. 
Together with BIG TOP, the biggest, most advanced 747 
of all, they will keep Singapore Airlines way ahead with the 

most modern fleet in the world. SINGAPORE AIRLINES 





Imagine 





Imagine the thrill of an open freeway. Or an occasional 
Alpine road to make your heart beat faster with joy. 

Imagine gliding through heavy city traffic and slotting 
into a minute parking spot. 

Imagine a luxury sedan with all the power, road holding 
and cornering ability you want. 

Imagine the looks you'd get. 


VOLVO 
VOLVO 760 GLE — BUILT ON TRADITIONS YOU CAN TRUST 


76D GLE (2.8 litre, V-6 petrol, 156 hp DIN/115 kW DIN). Specifications may differ from market to morket. For further information, please confoct 
BRUNEI: United Motors Sdn Bhd, Bandar Seri Begawan, HONG KONG: Cimbrio Motors Lid, INDONESIA: Pt Central Sole Agency, Jokorta, JAPAN: Teijin Volvo Corporation, 
Tokyo, MALAYSIA: Federal Auto Holdings Berhod, Kuala Lumpur, SINGAPORE: SM Motors Pre Ltd, TAIWAN: Cannon Toiwon Limited, Taipei, 
THAILAND: Swedish Motors Corporation Ltd, Bangkok For personal export, please contact your nearest Volvo Dealer or Volvo Tourist & Diplomat Soles, 
5-405 08 Géteborg, Sweden 


Five reasons why businessmen in over 
90 countries deal with Lucky-Goldstar 


ucky-Goldstar is be- 

coming known as a 
name to be trusted in 
some of today's most 
important fields. Here 
are some of the reasons 
why more and more peo- 
ple are seeking out 
Lucky-Goldstar. 









Integrated Action: 


Superb coordination among member companies 
working in a broad range of fields enhances the 
Lucky-Goldstar’s capabilities 
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Healthy 
Growth: 


Lucky-Goldstar has 
grown steadily and im 
pressively during the 57 
years since its establish 
ment—eéven in times ol 
worldwide recession 


Financial 
| )undness: 


No Korean busi 
ness conglomer 
ate can claim 
greater reliabil 


An Eye to 
the Future: 
Lucky-Goldstar’s 
average for invest- 


mentin research is 
5% of sales and going 4 





up all the time. In MEE | [ B ity in its finan 
some fields, the | | | cial dealings 
figure is already as than Lucky 
high as 796. Goldstar 


And we can back 
this up with hard 
facts 


Successful Partnerships: 


A dozen of Korea's top joint ven 
tures are Lucky-Goldstar com 
panies, and partners include such 
well-known names as Caltex 
AT&T Technologies, Siemens, and 
Hitachi 


LUCKY-GOLDSTAR ^^ 


To find out more, contact Lucky- 
Goldstar International Corp., 537 Nam- 
daemun-ro 8-ga, Chung-gu, Seoul 100, 
Korea. CPO Box 1899. Phone 777-8097. 
Telex LGINTL K27266. 

Cable FOURCLOVER SEOUL. 
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Alps Electronics Energy and Resources Honam Oi! Refinery (Korea Mining & Smelting Construction and Engineering | Lucky Development: Lucky 
Engineering Insurance, Securities and Finance | | Lucky Securities | | Pan Korea Insurance | | Pusan Investment & Finance | | Gold Star Investn 9 


Finance Trade and Distribution | | Lucky-Goldstar International! | Hee Sung Public Service! The Yonam Foundation || The Yonam Educati 
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‘If you can get 





Sometimes you need to be sure that your cargo 
is going to arrive fast. And that’s possible. With KLM 
Worldspeed. 

The new, ultra-fast, world-wide cargo service for 
shipments ир to 100 kilos. You can deliver your cargo 


right up to the last 
moment before take-off. 

But that’s not all. 
Continuous monitoring 
of the progress of your 
shipments. 


Via KLM’s world-wide 








CARGOAL computer system. Pre-arrival information. 

Automatic delivery information. Assured space 
on every KLM flight. Preferential treatment, both at 
departure and arrival. 

Shorter transfer times. Plus the reliable expertise 
you can expect from the world’s first cargo carrier. And 
all this at no extra charge. 

Ask KLM or your KLM cargo agent for further 
details. KLM Worldspeed — when you need 


to be absolutely sure. 226 


The Reliable Airline KL М 


M 
К „А i4 
=e d LA ر‎ 













one to : an ött- а mis 
of something caned Balm 








1 As T listened to Kipling's 
onate defence of the higher im- 


undermanned, 
ions to fight their wars in South Af- 
ricà and against Germany, I realised 
what a superb scriptwriter Kipling 


would have been for the campaign of 


President Ronald Reagan. - 

€ THIS time New York did not live 
up toitsreputation: Imet no rudeness 
at all, just the opposite. Waiters 
beamed and slapped plates of steam- 
ing, delicious Italian food on the table 
with the command: "Enjoy!" People 
seemed to have picked up the Califor- 
nia habit ,of enjoining visitors to 


"Have a nice day!” and even the taxi- 


drivers were chatty. 
Even the traffic signs are witty. 


One, designed to discourage cars” 


from blocking intersections, used à 
logo from the film Ghostbusters and 
warns drivers: “Gridlock Busters — 
Don’t block the box.” Others read: 


“No Waiting, No Parking, No Kid- | 
ding!".and "Don't Even Think. of DE OU | 
200] ® AND, at the recent Canton Au- 
Parts of the city, however, are. shill | 
depressingly tatty and could so easily - 
be-transformed. Old Asia Hand (the: 
first man to land a four-engined. 
plane at Hongkong's old Kaitak air- | 
port — the runway was too short for | 
him to take off again), wartime para-. 
iodern-day- 


Parking Here! " 









trooper, journalist, and 
x McCreary.is backing a 
coupleof ambitious schemes to tran ^ 
form Ellis Island by buildir u | 
housing complex and а. тагіпа . 
behind the Statue of Liberty an 






develop the New Jersey bank of. the ٠ 


East River. 


He claims he was inspired = 


Hongkong: if Hongkong Island is 
Manhattan he wants to build a B | 
loon across the river. 5 
€ I MUST admit I was scared by t 


very visible combination of aggres- | 


sion and paranoia in certain quarters. 
One TV programme quizzed volun- 


teers who are actively aiding the. 
to ОЮ the ; 


. guerillas tryin; 
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-Alee McCowen as 


lism as part of the White Man's 
jurden and his denunciations. of ће! 
` British politicians who despatched- 
ill-equipped battal- | 
| that ° 












they should do it there than have to 
fight it in Texas): T 
Meanwhile, d vociferous 






nily shot 
and à arm itself абан, Тһе Day wher 
they had to defend thei “homes 


against: invading communist hordes | 


(there was little observable confi- 
dence that life in the US provided its 
own defence against a dogma which 
appeals to the oppressed and poor). 
An internationally. syndicated col- 
umnist, under questioning about the 
CIA-sponsored booklet advocating 
assassination of Salvadorean leaders, 
admitted that he espoused the view 
‘it was OK for us to knock off 
their leaders, but inadmissible that 
they should try to knock off ours.” 
© THINGS are done differently in 
Peking. There, the China Daily re- 
ported recently, the network of tun- 
nels originally dug under the city for 
“civil defence purposes” (actually, as 
completely ineffective nuclear-bomb 
shelters) is being turned into an 
underground city, containing depart- | 
ment stores, restaurants, workshops, 
hospitals, cinemas, libraries, hotels. 
and warehouses. Fair enough, but the 
item then stated, ee 


олло shortage. 


Underground Hotels have a total 
of 17,414 beds, 90 per cent of 
them above ground. | 


Two subterra nean cinemas in the 


tumn Export Commodities Fair, they 
do things differently again. This pro- 
duct was on display: 

IN- ROMANTIC 


FEMALE CONTRACEPTIVE FILM 
.: FOR EXTERNAL USE 





As one potential customer com- 


| ‘mented, short of heavy-duty rubber. 


sheeting, the only possibility would 


| be to: wrap oneself in quick-cling 
wrap. And surely a better name for 


the product would be “Un-Roman- 
tie.” 


ө А RECENT delegation to Britain 
| from the northeastern Chinese port of 


alian carried with it a list of pro- 


jects for which they were seeking 


foreign economic and technical cO- 


operation. The last of the list, spon- 
sored by the Dalian Wooden Club Is- 
> New 98е, was: E build а 





wd enters, but the major- 
| ion was that they were brave 
boys fighting communism (and better 
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vince's doctors. a 
€ BUT the best: 
must be a join 
the Lian Yun Gang paper mil! (Гү 
heard of recy cling, but this is iride | 
ous): 

C er 


à No.71 Daily. Used Toilet Finer 
d ا‎ Nature: Reno: ation 








ie TWO Chinese. Sa The 


first, provided by a Canton hotel, is 
| smarter than your average tooth- 
paste: 




















CHINESE | MEDICINAL TOOTH PASTE 
Jie-yin contains pure élinese medicinal herpe |. 
extracts and natural chiorephyli H has high topti | : 
cleaning effeciency and keeping refreshment, R has | 
been clinically proven that it is non toxic, free of 
tide effects, espacially etiaptive for multipia ulcerative i 
stomatitis gingivitis. and gun bleeding. Rate of the 
tota! curative effect is op. to 02.175, Being т 
with advanced technology and scientific prescciptn 
Jig yin. Chinese Medicinal t Joth-paste. has degra! 
functions. АН users are walcome ta iry id. 


The second also claims sp: 
properties. The packet describes 
a "wonder compound," posse: 
"good functions to stanch blee 
caused by periodontols and ging 
and diminish the inflammat tion 
desirable effects to desensitise г 
| allay the aching symptoms of ¢ 
| hypersensibility to cold, heat 
| and sweet." I am sure it does all t 
things, but if | they want to sell 
English-speaking markets, 
| might have сөзеп a better name: 
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Cracking down on Pas 


` Umno intensifies its attacks on the small but influential Parti 
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Young Muslim at prayer meeting: a need for unity. 








Islam in the name of maintaining unity among Malays 


_ By Rodney Tasker in Kuala Lumpur 


niping at Malaysia's small but in- 

fluential Muslim opposition party, 
Parti Islam (Pas), has been a political 
chore for the ruling United Malays Na- 
tional Organisation (Umno) for many 
years. But in the past few weeks Umno 
leaders have kept up a relentless attack 
on what is essentially a localised, more 
spiritual than political party, leaving 
many observers baffled. 

Ostensibly, Umno, the Malay party 
which dominates the ruling National 
Front coalition, says it has been stung 
by Pas taunts that its members are not 
true Muslims — that they are kafir, or 
infidels. That is a serious charge for 
one Muslim to make against another, 
but it still does not fully explain the 
ferocity of Umno's onslaught. 

The answer probably lies in a more 
fundamental issue: the need to unify 
all Malays, all of whom are Muslims, 
and at the same time reassure Malay- 
sia’s non-Malay communities — 
mainly the Chinese, who constitute 
about 35% of the population, and In- 
dians — that the country is not about to 
become another Iran. 

Pas has only one MP in the federal 
parliament and its support is confined 
largely to four northern states in 
Peninsular. Malaysia — Kelantan, 
Trengganu, Kedah and Perlis — where 
the party has a smattering of state as- 
semblymen. So at face value it would 
seem the mighty Umno, which domi- 
nates parliament with its 70 MPs out of 
212 and controls the major government 
portfolios, is using a sledgehammer to 
crack a nut. 

But it is not so much Pas as a party 
but what it stands for which nettles 
Umno. By preaching fundamental Is- 
lamic values to the Malays, Pas is ap- 
parently more worrisome for Umno 
than any political manoeuvring among 


44 


the Chinese-based parties. The Umno 
leadership, headed by Prime Minister 
Datuk Seri Mahathir Mohamad, com- 
prises Muslim Malays, but its govern- 
ment is secular by nature — as it has 
been since independence. 

The current upsurge in the Islamic 
quarrel between Umno and Pas began 
in late August when Mahathir chal- 
lenged Pas to a televised debate on the 
charge that it was allegedly levelling 
against the ruling party: that its mem- 
bers were kafir. It was an almost off- 
the-cuff challenge delivered in reply to 
a reporter's question. 

But Pas accepted it, and prepara- 
tions were made to thrash the issue out 
on nationwide TV on 11 November. 
But the Yang di-Pertuan Agung, or 
king, backed by the country's state sul- 
tans — the final authority on religious 
matters — called it off at the 11th hour. 
Pas leaders, who were widely expected 
to have benefited from the nationwide 
exposure that the debate would have 
brought, expressed regret and hinted 
that they thought Mahathir and his ad- 
visers had engineered cancellation of 
the great debate. 


aybe the Pas suspicion, also held 

by some other circles, was correct. 
But according to Umno sources, Maha- 
thir had been genuinely pricked by the 
kafir issue, though Pas supporters had 
been suspected of mouthing this 
charge at his party since 1963. One re- 
port had it that four years ago, as 
Mahathir was driving through Kedah, 
he wound down his window to wave at 
a crowd of villagers only to be greeted 
by shouts of: "Kafir! " 

On the same day, his wife is said to 
have been walking among a group of 
welcoming Malays in the same area of 
Bukit Raja, where a by-election was 


| takin: 


y Tate yr . Whei i sk 3 a ach ec ai 
knot of people they ا‎ to shake 
her hand, turning away, spitting and 
mumbling the same insult. 

So Mahathir is thought to have con- 
sidered the issue as one involving basic 
principles and one from which he 
could not turn away without risking 
being labelled a coward. The appear- 
ance of moral authority is important to 
the prime minister. 

Another factor in his pushing for the 
debate once he had committed himself 
to it, according to reliable sources, was 
that the first draft of a government 
white paper on The Threat to Muslim 
Unity and National Security already 
had been drawn up, containing 
documentary evidence — and valuable 
ammunition for Umno — of Pas mem- 
bers’ divisive influence among Malays 
(REVIEW, 22 Nov.). 

This draft, which Deputy Prime 
Minister and Home Affairs Minister 
Datuk Musa Hitam had been working 
on for more than a year, contained par- 
ticularly damaging details of Pas’ al- 
leged extremist activities among Mus- 
lims. Musa, according to the sources, 
watered down the Pas component in 
the first draft for the final version, 
timed for release two days before the 
TV debate. 

Even so, the paper held Pas responsi- 
ble for the situation in certain parts of 
northern Malaysian states where Pas 
and Umno supporters have separate 
imams, or religious leaders, in the same 
mosque, bury their dead in separate 
cemeteries and even break up mar- 
riages along party lines. 





he paper also gave full details of va- 

rious Islamic extremist groups who 
encouraged violence as a path to an Is- 
lamic state (including one which told 
its followers to throw away their TV 
sets and behead even their parents if 
they resisted). But Pas was not directly 
linked to such groups. The paper also 
claimed that the outlawed Communist 
Party of Malaya was exploiting the re- 
ligious confusion by issuing video- 
tapes and other propaganda portray- 
ing its members as true Muslims. 

Pas leaders did not publicly react to 
the white paper beyond saying that it 
was old hat, with most of the incidents 
attributed to the party taking place 
some years ago. Specifically, Pas said 
the alleged events happened before 
former party president Datuk 
Mohamad Asri Muda's split from the 
party to form his own Hizbulmuslimin 
party in late 1982 — taking four of Pas' 
five federal MPs with him. 

The lone remaining Pas MP, Ustaz 
Nik Aziz, proposed that parliament 
debate the white paper, but could not 
find a seconder for his motion — even 
among the 10 MPs of the opposition 
Democratic Action Party (DAP). 

In the days immediately following 
the white paper, the Umno leadership 
kept up the pressure on Pas. In one 
speech, Mahathir urged Umno people 
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The Lockheed Hercules is опе of the most ways to improve it. 


remarkable and versatile aircraft in the history of Since it first flew, its range has been j 

aviation, produced in.45 different models for increased 52%, its payload 22%, its engine power 1 

more than 50 nations;: | 20%, its cruise speed 11% and its structural lite 4 
It's a photo-mapping plane, a tanker, à increased significantly. E 

search-rescue plane, ski plane, maritime patrol The Lockheed Hercules. No telling what it 

plane, mercy-mission plane, commercial air- will do next. 

freighter, troop carrier, forest fire fighter, military Contact Director of International Marketing. 

cargo carrier, and more. Lockheed-Georgia Company, Zone 1. Marietta. i 


While the world has been busy finding new GA 30063, U.S.A. Telex: 542642, Lockheed 
uses for the Hercules, Lockheed has been finding Mara. 
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d. 
ome felt that Mahathir 
10 colleagues were overdoing it, 








e concerned with the country’s ap- 
ntly gloomy economic shortcom- 
s. Why turn all the party's guns on 
ch an isolated party with none of 
mno's mass-media facilities to de- 
d itself, let alone fight back? 
\uthoritative sources felt that while 
prime minister was trying to bury 
ѕ and its kafir taunt once and for all 
га seemingly impossible mission 
ong its more devout Muslim sup- 
ers — he was also trying to jolt the 




















at startling white paper, and almost. 
y warning statements in the press, 

athir and his fellow Umno leaders 
have felt that it was time to bring 









о the issue. 
Many Malays living in Malaysia's 








ir religion. Like many in the non- 
lay communities, they have felt that 













By Rodney Tasker in Kota Baru 
the northeast. Malaysian state of 
itan, polities pervades almost 
ing — from the distribution of 
farming subsidies to the alloca- 
f state-government jobs. Being 
Imno supporter is an asset; sup- 
ng Parti Islam (Pas) isa liability. 
'et in the last general election, in 
2, 47% of the Kelantan electorate 
ed. for Pas. Further south in 


- 





neighbouring state of Kedah 30% 

of the voters are Pas supporters. So ne 
e the fact that Umno is in power in 
three state governments, Pas could 


eral election. 

‘It is not just the Pas factor in north- 
Malaysia which worries the Umno- 

government in. Kuala Lumpur. 

here, the Pas leaders spread their 








leading the country along a path 
hich conforms with what Muslim 


and nationalism are the tenets of 
Umno, say the Pas leaders, when the 
e majority race in Malay- 











m ers should not ‘remain passive 
d allow Pas to weaken the party, he 


and his 


that the government should. be 


in Malays out of their apathy over. 
lamic question. With the some- 


' more Westernised urban Malays 


yns are shallow in their devotion to - 


ngganu the figure was 41%, and i a 


vide a major challenge at the next 


religious message that Umno is 


` Malays should expect. Sectarianism 





е: dos 50 тоге Eto шш with hohe 
Ahey think is expected of them rather 


than through any serious, adherence to 
Islamic tenets. | 

It may have been felt that now was 
the time to warn them of the dangers of 
going too far with Islam, because 
perhaps at а later stage they might 
react out of conscience against what 


| they perceived as their bad old un-Is- 


lamic ways and topple into the hands 
of Pas. As Umno secretary-general and 
Minister for National and Rural Deve- 
lopment Datuk Sanusi Junid told the 
REVIEW: "We are trying to expose Pas 
as much as possible." 


nother important target must poo | 
been the non-Malays. After {ће 
white paper was published, the New 


Straits Times, which normally reflects 
Umno thinking, commented: “Ifthe non- 
Malays think it [Pas activity] is a 
sideshow. as far as they are concérned, 
they have another think coming. They 
should read what Pas and other religi- 
ous extremists have to say about co- 
operation between races.” A split in 


the Malay community, the editorial : 
continued, would mean non-Malays | 
becoming “a political irrelevance as | 





mno remains ; the country' S dominant political force, 
but Parti Islam is gaining ground in some states 


sia, should expect the government to 
adopt more of an Islamic philosophy in 
plotting the nation's progress. 

Many Malays in other parts of the 
country dismiss Pas аз а rather cranky, 
quasi-political party which will resort 


to any scheme to achieve its eventual . 


goal of creating an Islamic state in Ma- 


laysia. At the moment, Islam is the offi- 


cial religion in the country, but Umno 
shuns the idea of a full-fledged Islamic 


state saying that, for one thing, this | 

would scare the country’s substantial | 

non-Malay communities. E 
In Kelantan and Trengganu, Pas is 


taken seriously by the local people. 


One major factor which helps to build || 
ар resentment against the government | fricti: 
among Pas supporters is that at the | unde 


kampung, or village, level, state-gov- 
ernment-appointed local councils 


blatantly favour Umno supporters | 


when handing out subsidies of fer- 
tiliser, seeds and other rural require- 
ments, and often electricity and water 
supplies go first to Umno villages. 
Even Umno officials in Kuala Lum- 


pur admit that the party's state admin- - 





P commercial sector = — the dangers in- 
volved in a Malay split did not have to 


; mother, 


 & vice-president 








be emphasised. Crises in predomin- 
antly Chinese parties, such as the con- 
tinuing leadership strugglein the.Ma- 


- laysian Chinese Association, can come 


and go as far as the Chinese community 


` is concerned, but a serious threat of 


disruption among the Malays, who 
hold political power in the country, 
would send shivers down the spines of 
the Chinese. 

Many in the Chinese community al- 
ready are concerned about the Umno- 
led government's "absorption" of Is- 
lamic values, manifested in the crea- 
tion of Islamic banking and an Islamic 
university, among other things, and 


| the introduction of Islamic-style prac- 
` tices in commerce. 


At the moment, most Chinese have 
faith in the pragmatism of the Umno 


. leadership to pay, in effect, lip-service 


to fundamentalist Islamic tenets while 
pushing hard for a more Western-style 
development programme to benefit all 
Malaysians, whatever their race or 
creed. But, as one senior Chinese 
politician commented: “The fear is 
that Umno might give in to pressure 
from Pas extremists and become: more 


a le 


‘stration uses its political advantage to 


favour supporters economically. The 


practice establishes rifts in the com- 
munity along party lines. As 
documented in the government’s re- 
cently released white paper on Muslim 
extremism, Umno and Pas communi- 
ties live increasingly separate exist- 
ences. 

One Kelantan resident told this cor- 
respondent that a friend ` ‘recently 
bought an expensive fish from a fisher- 
man. But when he took it home to his 
she asked where he had 
bought it. When he told her, she 
exclaimed that the fisherman was a 
Pas supporter and threw the fish away. 
She was an Umno supporter. - 


" in leaders. stafê A that there is such à 





yi g reasons? To us, | Hate many 
discriminatory policies. of Umno are 
the main cause.” _ : 

"Mustafa is one of the party’ s so-call- 
ed radicals, who are thought to hold 
sway over party conservatives, such as 
the president, Haji Yusof Rawa. 
Another radical is Ustaz Hadi Awang, 
Pas, whois perhaps 
he most gifted orator in the party, reg- 
































































































| ant inese DAP < 
the. slamic ssue г as being a major 

tor in the next general eleetioh, whic 
many analysts. believe could be held as 
early as the end-of 1985. "Unless some 
firm. position is taken on this [the Is- 
lamic debate], there is a great danger 


that religious polarisation will become | 
a major cause of division in the com- |. 
munity,” he said in an interview, "The: 


general election will be a time 
e will see whether there will be 
divisions." 















че соттоп cause of all parties apart 
„н. Бал. is to regulate an. бора 


| nong the Malay community. 
le signs of fundamental Islamic 
nce can be misleading. An inde- 
pendent survey taken in Universiti 
.Kebangsaan Malaysia, in Bangi, 
` showed that while in 1973-74 only 15% 
of female students wore the telekung, 
now the figure had reached 80%. 

But, as one Malay graduate pointed 
out, whatever the move among Malay 
students to show. their more funda- 
mental Islamic credentials — perhaps 
out of a natural student desire to op- 
pose authority — the crunch normally 
came when they had to rely on the gov- 
ernment for a job in post-graduate 

days, gi en the Вау more difficult 








ularly sddresing c cerama idi Or de 
: ings, where he denounces the govern- 
a most persuasive way as 
being un-Islamic. 

All Pas leaders complain that they 
have to resort to ceramahs, which are 
supposed to be restricted under the 
law, to deliver their message because 
the Umno authorities deny them use of 
public halls and they do not have their 
own newspapers or access to broad- 
casting facilities. 

Some of these ceramahs are broken 
up by police on the basis that the or- 
ganisers do not have permits to hold 
public meetings. Pas leaders feel they 
have been smeared by the government 
white paper, which Mustafa described 
as "a deliberate attempt to discredit 
Pas." : 
Some. Umno officials, in the ar 
think that the party headquarters in 
Kuala Lumpur is overreacting to the 
Pas threat. They feel that the Islamic 
party cannot go much further within 
its traditional area, let Alone outside, 
and that it is not as extremist as it is 
portrayed. 

The issue of Pas calling Umno kafir, 
or infidel, does not cause much excite- 
ment here, because it has been going on 
for so long: Pas leaders themselves vir- 
tually admit they. have condemned 
Umno members as kafir because the 
activities. which they condone, such as 
gambling, ‘drinking in public pare 






































and other vices, 


МІК Aziz, 


REVIEW MAP try Frank Tam 


passage into a КОО position in the 
private sector. 

At a more down-to-earth level, the 
Umno leadership is keenly aware of 
Pas’. election potential in its four 
bailiwick states, particularly in the 
East Coast states of Kelantan and 
Trengganu. Here, Umno seats for both 
the state assemblies and federal parlia- 
ment were sometimes won on wafer- 
thin majorities in the last general elec- 
tion in 1982. 

Kelantan’s state administration was 
in the hands of Pas until the National 
Front took over in 1978. During the 18 


are un-Islamic. 

In an interview, Pas vice-president 
and the party's only federal MP, Ustaz 
who is also head of the 
partys dewan ulamak, or religious 
council, commented: "Umno fears us. 
[Umno leaders] feel that Pas has a bet- 
ter view on Islam than they do." He ac- 
cused Umno of trying to maintain à 
“crisis” over Pas in order to retain the 
support of the Malays. 


1 the Pas leaders who talked to the 
REVIEW said it was party policy to try 
to establish dialogues with other poli- 
tical and non-political organisations, 
particularly those representing non- 
Malays, to “explain Islam” to them. So 
far, there have apparently been few 
takers. But if Pas central committee 
member Wan Mutalib’s vision of an Is- 
lamic state in Malaysia represents 
party policy, non-Malays will have 
cause to be concerned. 

“As far as we are concerned, we be- 
lieve that Islam will solve the problems 
of all mankind as a whole, not just the 
Muslims,” he said. “We want to know 
the non-Muslims’ objections to Islam.” 

He confirmed that harsh Islamic 
punishment would be introduced in 
the sought-after Islamic state, but 
added defensively that it was not gen- 
erally realised that there were strict 
rules on providing burden of proof be- 
fore such elles could be carried 
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out. In such a state, >, поте М 
would be allowed to dr ink alco : 
only in the privacy of their home 
dress would have to be conserv 
not too revealing, so as “not to ir 
the feelings of the publie." 

In other words, it became clear 
talking to Pas leaders, Mal 
e should exist. ina tru 






u {© ` distort ‘this 
allowing e Chin 
Indians to have political rep 
tion in the ruling М ational Fre 
one of the original Pas gripes. 
Umno — so this would be rect 

Wan Mutalib added: “The € 
must see whether it is practical t 
Muslim." He expla ined that an 
state would expect поп-М№ 
want to become Muslims. Tha 
sobering thought for : 
dians in Malaysia, who pe to 1 
as apr agmatie force to keep a cultui 
balance. 

Luckily for them, Pas is still a fore 
only in the overwhelmingly Malay. 
northeast, though it is now trving tore 
cruit in Pahang state and Johor to the 
south and elsewhere, and is also prep 
jecting a more moderate image in se | 
ing wider acceptance. Time will 
whether Pas has any signific 
chance of success in its battle to win 
hearts and minds of the Malays. 
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By Manik de Silva i in e 


he operation Was meticulously 
„Ж planned and ruthlessly executed. 
On 20 November, a 14-year-old boy 
turned up at the closed gates of the 
Olice station at Chavakachcheri, 12 
miles south of Sri Lanka's northern 
provincial capital of Jaffna, and said 
he needed to have anidentity-card ap- | 
ication certified by a police officer. 
As the gates were opened to admit | 
m, a group of about 35 guerillas in 
ilitary-style uniforms — who had ap- 
rently been hiding in the neighbour- 
g market and nearby buildings — 
ormed the two-storey police station, 
azing away with machine-guns and 
ther weapons. They were joined by a 
econd group of about 100, accor ding 
to a government spokesman. 
The police, only 40-strong, were 
aught completely off guard and the 
ers were soon able to grab the 
n armoury while a third: group, 
à sandbag-stuffed open truck 
which they had stolen from the state- 
Ceylon Electricity Board, set 





Пе blasts Bd cated 
t the danger zone 
ed to the battery of 
eir vehicles were set off. The 
ice Station collapsed into a pile of 
ale and 24 policemen were dead. 

: earmy had trouble moving troops 
to Chavakachcheri from its base at 
Jaffna since roadblocks had been 
thrown up and landmines placed along 
the road. Commandos had to walk the 
booby-trapped róute before a column 
could get through and even then, some 
military vehicles were caught in explo- | 
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An audacious and deadly attack on a police station 
sparks fears of a new wave of terror in the north 


| 
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sions. The attack resulted in the largest 


single government loss since the cam- 
try "s minority Tamils was s launched. 

The style in which the attack was 
executed left little doubt that at least 
the core of the strike force had been 
well trained. Colombo is convinced 
that the training took place in India's 
Tamil Nadu state, across the narrow 
Palk Strait from the Jaffna peninsula. 
The uniforms, the weapons and the 
grenades all pointed to a foreign con- 
| neetion. 

One policeman with 20 years' service 
in the force said he had never seen the 
type of arms used by some of the attack- 
ers. While some of the arms used had 
been grabbed from northern police 
stations previously attacked bv ter- 
rorist groups, others are believed to 
have been purchased from under- 
ground suppliers in India. 


peaking on national radio and TV on 
the night of the attack; National 
Sins Minister Lalith Athulathmu- 
dali said that what the terrorists 
wanted to do was to provoke another 
bloodbath like the communal riots of 
July 1983, in which nearly 400 died. 
“They want to cause other incidents 
throughout the country, create an in- 
ternational problem, draw. the atten- 
tion of the world and, they hope, bring 
in intervention from abroad,” he said. 
“They tried it twice before:this year 
and on both occasions the wisdom of the 
people, who refused to be provoked, 
prevented the terrorists from gaining 
the success they had hoped for,” 
The government, which has been 





| 





trying hard to prevent a terrorist-pro- 
voked backlash against Tamils living 
in the predominantly Sinhalese-popu- 
lated south, quickly showed: it had 
learned the lessons of the 1983 riots. 


Within an hour of three small Tamil- 


owned shops in the residential Thim- 
birigasyaya district of Colombo being 
set ablaze on the night after the police- 
station attack, a curfew was clamped 
on the capital until 6 a.m. on 23 
November. | 

The burned shops were close to a 
police depot and housing estate, but 
the government denied the arsonists | 
had come from this complex. "It seems 
to have been more business rivalry 
than communal hatred,” said 
Athulathmudali. Whatever the cause 
of the conflagration, even political op- 
ponents praised President Junius 
Jayewardene for his swift response. 

Athulathmudali and other govern- 
ment officials have gone on record as 
saying the reason for the escalation of 
terrorist activity now is to provoke 
communal rioting before the Indian 
general election at the end of the year. 
Colombo believes the terrorist forces 
have won strong support in Tamil 

Nadu and that another anti-Tamil riot 
in Sri Lanka would strengthen ‘the 
hand of Muttuvelu Karunanidhi's 
Dravida Münnetra Kazhagam party, 
which has maintained a hard-line pro- 
terrorist stafid, particularly since last 
year s riots. | 

Two organisations, the Tamil Eelam 
Liberation Organisation and the Lib- 


eration Tigers of Tamil Eelam, claimed 


responsibility for the Chavakachcheri 
attack in statements issued from Mad- 
ras. The Sri Lankan Foreign Ministry 
told New Delhi that this was further 
evidence of Indian links: the ter- 


rorist movement, but th an Gov- 
ublic re- 









ernment so far has madeni 
sponse to this charge. | 

Athulathmudali | expécts тоге 
strikes before the.end of the year. His 
northern: commander, Brig. Nalin 
Seneviratne, said: “Things are too 
quiet, ominously quiet. | 




































to stay, dine or entertain in, while for longer 
stays, you need look no further than The 
Apartments - 500 fully-equipped, fully furnished 
and fully serviced luxury apartments 

All together, it's the perfect combination 
for good business - your perfect entrée into the 
booming markets of the Gulf. 

Provided, of course, you show and tell. Like 
over 5000 exhibitors have: done so at 34 major 
exhibitions over the past five years -which 
incidentally, attracted several hundred 
thousand visitors who were seriously interested 
in business. 

So if you're serious; ‘about doing business 
with them, come to Dut»ai, in the United Arab 
Emirates. And either as. an exhibition 
participant or visitor, discover what these 
exhibitions at the Dubai International Trade 
Centre can do for your business 


e Middle East Refrigeration, Ventilation 
and Airconditionirg Exhibition (16-20 
September) e 2nd Gulf Safety Security and 
Fire Equipment Exhibition (14-18 October) 
e 3rd Arab Water’ Technology Exhibition 
(28 October-1 No vember) € Motexha and 
Childexpo (9-12 November) e 4th Gulf 
Computer Exhil ition (26-29 November) 
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venue than the Dubai International e Defence &: Military Equipment 
Trade Centre. Exhibition (13- 1 7 January) • 2nd Gulf Sports 


Its two airconditioned exhibition & Leisure Exhi bition (28-31 January) ê Arab 


halls combine to offer you over 10,000 Health '85 (10- 14 February) * Arab Lab '85 
square metres of first class purpose (10-14 Februainy) e Dubai Spring Fair '85 
sen built exhibition space that's unrivalled (25 February-f3 March) © Arab Cleaning & 








in the region. Maintenance [Exhibition | 17 - 21 March) 
The fine art of doing business in the Gulf Which makes it, quite simply, the biggest, е Interiors '85 (1-5 April) • Arab Packprint 
hasn't changed in years. finest, best-equipped exhibition complex inthe Exhibition (21-24 April) € Hitech Expo 85 
You've still got to show and tell. Arabian Gulf- offering you a busy programme (12-16 October) e Middle East Agriculture 


Yes, that's right! You've got to show your of international trade shows, more and more of Exhibition ("13-17 October) e Hotel '85 
products and tell your story. After locating those which, are becoming regular annual events. (27-31 October) e Motexha and Childexpo 
prime business prospects who are eager, even In the 39-storey Office Tower, you'll find (7-10 Novenniber) e 5th Gulf Computer 
anxious to do business with you. sophisticated meeting and conference facilities Exhibition (23-26 November) 

And in the Gulf, there isn't a better, more that are congenial to good 


: A 
successful way of achieving that, than business, plus the local or 2 7 
participating іп а professionally-run trade regional headquarters 1 ou ге Serious 
exhibition. of over a hundred ses 
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` chcheri attack as "sophisticated and 
well-planned,” does under-rate 
__ what his forces, at their present levels 
of manpower, can achieve against a 
| well-trained guerilla force backed by 
many local residents. “All we can do is 
hold and contain," he said. "We con- 
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_ PAKISTAN 





1 ud Husain Haqqani in Islamabad 


he resignation of Pakistan's Interior 
Minister Mahmoocl Haroon reflects 
Bowing frustration among President 
- Zia-ul Haq's close associates over 
g — what they see as Zici’s highly per- 
- sonalised way of runni.ng the country. 
— Haroon resigned on 19 November amid 
ў rumours that differences had arisen 
- within the government o policy relat- 
- ing to forthcoming electi ons. 
Only a few days before: his resigna- 
` tion, Haroon appeared to be one of the 
` most influential civilian members of 
the military government. .As head of a 
— two-member election coordination 
— committee, he met several politicians 
апа persuaded тапу ‘of them to par- 
- ticipate in the new political system Zia 
A - says he intends to establish after elec- 
— tions (REVIEW, 29 Nov). 
— The official announcement of Ha- 
— roon's resignation said only that he 
| 1 | resigned for “personal reasions” and 
that Zia had accepted his resignation 
` “very reluctantly,".. but. {Pakistani 
_ newspapers carried various versions of 
- what might have happened. Haroon 
6: - heightened speculation wher; he said 
in an interview, rather cry ptically: 
“After all, there should be someone 
Е who résigns over a difference of opin- 
ior He did not specify whait differ- 
-encespif any, had developed. 
ecw It was pointed out, however, that his 
| novresignttion came 48 hours after his 
` «committee presented a detailed report 
— © to theicabinet which probably con- 
_ ‘tained zeontroversial proposals about 
_ negotiating with politicians prior to 
elections. 

Haroon was clearly displeased with 
Zia's decision to enlarge the ele ction 
coordination committee, after it pre- 
‚ sented'!its report, to include three 
ministrs who would have outn um- 
bered Haroon and his colleague, Ja mal 
г Said Mian. Members of the cabinet are 
also said to have admonished Haroon 
' over promises he allegedly made to p0- 
ж tential candidates in return for asstir- 
s of participation in the polls. 

А close to, Haroon said his ге; 5- 
i ion was prompted by what may 
seem a trivial matter but is reflective of 











И; 







А question of style 


` Interior Minister Mahmood Haroon’s resignation seems to reflect 
_ growing unhappiiness over President Zia's personalised rule 


stop a ur fe nces TUB "Ar 
Never Nae the у Te be »n € 
gaging in vost aig deco opera- 
tions and in recent weeks has notched 
up some significant successes, captur- 
ing both men and weapons. This, sóme 
observers believe, has whipped up 
"kill before we are killed" sentiments 
among some of the guerilla groups. D 





a major problem with Zia's governing 
style. The sources said that Haroon 
may have been unhappy over the en- 
largement of the election committee, 
but that did not cause him to resign. 

His decision came after Zia transfer- 
red one of the agencies controlled by 
his Interior Ministry — the Capital 
Development Authority (CDA) — to 
the cabinet division under the presi- 
dent's direct control, without consult- 
ation. “Haroon learned of the jurisdic- 
tional transfer through a circular ad- 
dressed to the [permanent] secretary of 
his ministry," a Haroon confidant told 
the REVIEW, adding: *He was naturally 
incensed. " 

The minister had apparently initiat- 
ed some administrative changes at the 
CDA which did not meet with approval 
at a higher level. "This was not the first 
time something like this happened," 
the source said. “Haroon thought he 
could not remain minister if decisions 
were to be taken in that manner, [and] 
he did not want to be minister in a 
near-monarchy. " 


ia, ministers say, often acts indepen- 
dently, though a handful of minis- 
ters and advisers have been given an 
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tough наон n is the aoe one to have 
resigned over the issue. 

The president's refusal to share con- 
fidences affects so-called political 
ministers more than bureaucrats and 
military officers. The politicians sup- 
porting the government have a consti- 
tuency outside official circles, and 
public image matters more to them as 
they all think in terms of their long- 
term political futures. 

Equally annoyed with Zia’s manner 
are sympathisers outside the govern- 
ment who believe the president has be- 
come more secretive of late. “He wants 
us to support him, but he has still not 
confirmed what political plans he has 
for himself or the country,” remarked a 
government sympathiser, adding: 
“How can we trust him if he won't trust 
us? He shouldn't expect us to go on 
supporting him while we know no 
more about the future than the tidbits 
he chooses to reveal in the press." 

Zia's aides say the president does not 
want to distract the nation too much by 
polities. If he told anyone his plans in 
detail, they maintain, the information 
would be used for personal or party 
gain, and the advantage of surprise 
would be gone. 

Critics believe that the quiet, secre- 
tive manner indicates Zia's growing 
feeling that he alone knows what is 
best for the country and is theonly per- 
son who can take decisions accord- 
ingly. "After seven-and-a-half years 
as president and chief martial-law ad- 
ministrator, Zia is beginning to take 
his divine mission more seriously," 
said a former supporter. 

"He thinks he governs with Allah's 
help, therefore all friends, sympathis- 
ers, supporters and officials are dis- 
pensible. The irony is, he has himself 
repeated the Koranic verse several 
times in public which says, ‘God helps 
those who help themselves.’ He should 
realise he needs supporters and trusted 
friends as much as they need him.” 

Haroon's resignation may spur Zia 
to renew political contacts and over- 
come his reputation as a loner. On 23 
November, for the first time in several 
months, Zia met Mian Tufail Muham- 
mad, leader of the Jamaat-e-Islami, 
and was said to be planning meetings 
with heads of other conservative par- 
ties. The jamaat, a former backer of 
Zia's regime, has gradually become a 


critic of the president's recent policies. 


However, after his hour-long meet- 
ing with Zia; Tufail said he was now 
sure that Zia intended to hold non- 
party elections and also felt there was a 
softening of his position towards Is- 
lamic politicians. After the meeting, 
the jamaat started announcing names 
of candidates for various constituen- 
cies around the country, indicating 
that Zia might have given his new 
sympathisers a head start in election 


campaigning. п 
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SHERATON UTAMA HOTEL: 170 ROOMS AND SUITES/3 RESTAURANTS/2 LOUNGES/ GOURMET SHOP/TELEX AND CARLE FACILITIES/ DATES FROM ARU 


COME TO SHERATON UTAMA 


Nearby lavish gardens, 
Brunei's only luxury hotel 
Italian marble. French lead 
crystal. Ornate silver settings 
Infused with local tradition 
and artistry. Spacious rooms 
and suites. Hand-carved 
pieces and teakwood 
panels. The Mallet Lounge, 
a tribute to polo, Brunei's 
favored sport. The country's 
premier restaurant. The 
Heritage. Classic 
continental cuisine and 
regional specialties 

Come to Sheraton for 
Brunei's very best 


WELCOME TO SHERATON HOTELS 
IN ASIA, AUSTRALIA & NEW ZEALAND. 
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Sheraton Utama Hotel 


HONG KONG 
^ 





BANGKOK ^ 
SINGAPORE e ALICE Hotels, Inns & Resorts Worldwide 
ENS shines ЖШ The hospitality people of TTT 
аы NUM (1985) ® AUCKLAND Я 
SYONEYe ^ ROTORUA FOR RESERVATIONS CALL YOUR 
е TRAVEL PLANNER OR SHERATON IN YOUR.CITY 


KOREA SEOUL Sheraton Walker Hill JAPAN TOKYO The New Otani. OSAKA ANA Sheraton Hotel Osaka (1984) TAIWAN TAIPEI Lai Lai Sheraton Hotel HONG KONG Sheraton Hong Kong PHILIPPINES MANILA Century Por 
Sheraton Manila. BRUNE! Sheraton Utama. THAILAND BANGKOK Sheroton Bangkok SINGAPORE Century Park Sheraton Singapore, Sheraton Singapore (1985) AUSTRALIA SYDNEY Sheraton Wentworth BRISBANE 
Sheraton Brisbane. PERTH Sheraton Perth. YULARA Sheraton Ayers Rock (Late 1984) Sheraton Alice Springs (1985) NEW ND AUCKLAND Sheraton Auckland ROTORUA Sheraton Rotoruo 


A cool breeze for Egypt 


With summer and the tourist 
season fast approaching, the Egyptian 
Electricity Authority needed more 
electrical power, particularly to air- 
condition hotels, restaurants and public 
buildings. And they needed that power 
in half the time it normally takes to 
build a new power station. 

They also needed an unusually 
large number of gas turbines—eight in 
all—to generate 200 MW of power. 








It was a tall order, but General 
Electric won the contract, and began 
manufacturing the turbines immedi- 
ately. At the same time, GE’s construc- 


tion affiliate, Sade-Sadelmi, began work 


on the foundation using a larger than 
normal crew. 

Then, while the turbines were 
being shipped and installed, GE 
brought Egyptian technicians to the 
U.S. for training. 





Within eight months, all « tonî 
turbines were in operation, just in tii 
[OI the COUTIST season. 

Dec LUSE this ромет station Wa 
especially important to Egypt, it 
especially important to us. We! 
pleased tO have helped Egypt iiid 


better future. 


GENERAL ÇA ELECTRIC 


U.S.A 


Call or visit our Private Banking International office in Hong Kong at Alexandra Hous 
Or contact a local Private Banking International Officer in: Bahrain * Frankfu 
* Montevideo * Munich * Nassau * New York * Par 














E | Floor, tel: (5) 841-4666 or in Singapore at Shell Tower, 6th Floor, Raffles Place, tel: 224-5212. x 
Geneva * Houston * Jersey * London * Los Angeles * Luxembourg * Miami * Monaco | 
| erto ? Rico e San Francisco * Vancouver ® Zurich. 
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FIATALLIS EUROPE S.p.A. 
Viale Torino 0/2 

10040 Stupinigi (TO) 

Tel.: 011/6397 1 

Telex: 221410/221373/211092 FIATAL I 


QUALITY 


Only those who can guarantee quality 
and economy remain and grow. We 
have the determination and resources 
to provide quality on essential 
features. 

Some you will note the very first day: 
productivity, comfort, low fuel 
consumption. 

Others will become apparent with 
time: minimal machine down time, 
efficient service backup, low spare 
parts costs and finally high resale 
value. All this adds up to low 
operating costs and a good solid 
investment. 


Fiatallis: one of the most complete 
ranges of earthmoving equipment. 


Group Fiat: the imprint of success. 


With Fiatallis its prestigious suppliers: 


^4 MICHELIN 


for the tyres 


JL italsider 


for the plates and special plates 


REXROTH 


for the mechanical and hydraulic 
components 


7172 ZAHNRADFABRIK PASSAU 


for the transmissions 
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registered design 


The Attaché Case 
Der Aktenkoffe 
L’Attaché Case 
PORSCHE DESIG 


Liebermann Overseas Trading Ltd. Tokyo, Osaka, Hong Kong, Taipei, Singapore, Kuala Lumpur 
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Go ahead. 


Spend the extra money. 
Its Christmas. isn't it? 


IF CHIVAS BROS LTD, ABERDEEN, SCOTLAND 









The power and persuasion 


of Indias stargazers 


By Mohan Ram in New Delhi 


E Louis Mountbatten, the last 
Viceroy of India, impetuously chose 
15 August — the anniversary of his vic- 
tory in the Burma campaign two years 
earlier — as the date for India's inde- 
pendence in 1947. Astrologers who 
heard this rushed to consult their 
charts and proclaimed that the day 
was so inauspicious that India would 
be better advised to tolerate British 
rule for a day longer than risk eternal 
damnation. 

Powerless to deal with the viceroy, 
they convinced Indian leaders, includ- 
ing prime minister Jawaharlal Nehru, 
that 14 August represented a more 
favourable conjunction of stars. The 
leaders in turn prevailed upon 
Mountbatten to accept a compromise 
proposal to propitiate the celestial 
bodies. So India became free at the 
stroke of midnight on 14 August. 

Larry Collins and Dominique 
Lapierre who recorded this little- 
known episode in their book, Freedom 
at Midnight, also reveal that 
Mountbatten noted. with a smile that 
there was "a complete lack of high- 
level astrologers on his staff." He re- 
medied this by assigning to his press 
attache the additional responsibilities 
of the “vice-regal astrologer.” 

Faith in astrology is by no means à 
phenomenon peculiar to India or to the 
Hindu way of life. Lately, five-star 
hotels in India have been offering, in 
addition to the usual adjuncts such as 
health clubs, the services of an in- 
house astrologer. By virtue of his 
standing he has an affluent and elitist 
clientele, but the hotel guests seeking 
his advice are mostly Western visitors. 

Astrology acquires a new dimension 
in a society where religion is as highly 
ritualised as in India. The Hindu be- 
lieves that his life is pre-ordained by 
fate. But, somewhat paradoxically, he 
also believes that life is influenced by 
the heavenly bodies.and that, within 
limits, it is possible to maximise the 
benefits or minimise;the harm to one- 
self by choosing auspicious moments 
and avoiding inauspicious moments 
for crucial activities. 

Tantra, an occult science of rituals 


for propitiating gods and evilspiritsto | 


ward off evil or to cause harm to 
others, is linked with astrology. Prac- 
titioners of tantra (known as tantriks) 
play the role of intercessors between 
men and gods or spirits. 

People rely on astrology for every- 
thing: to fix weddings; to send children 
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to school; to embark on a train journey 
for an important mission; to sign busi- 
ness deals. They even wait for the au- 
spicious moment to take delivery of a 
new car or wear a new suit. As in many 
countries, most Sunday newspapers in 
India have horoscopes advising and 
warning the readers. 

India is a secular state with no place 
for astrology in government. But many 
government officials are either 


amateur astrologers themselves or be- 
lieve in astrology. A junior official who 
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Mountbatten; Mrs Gandhi; Bombay 
astrologer: risk of eternal damnation. 








predicts his boss' promotion or even 
his daughter's wedding with a measure 
of accuracy, becomes his favourite and 
climbs fast in the hierarchy. Astrology 


| also extends to day-to-day govern- 


ment. Last year when Britain's Queen 
Elizabeth came to inaugurate the sum- 
mit of Commonwealth leaders, offi- 
cials were anxious to ensure that her 
aircraft did not land at an inauspicious 
moment. 

Nowhere do astrologers command so 
much clout as in politics. Every Hindu 





political leader of consequence has at | 


least one astrologer in tow and often 
retains the services of a tantrik. The as- 
trologer's job includes assessing the 
political chances of his client. To do 
this he has to screen the horoscopes of 
the rival politicians. A few tantrik 
rituals also may be called for to blight 
the chances of the opponents 

The late prime minister Indira Gan- 
dhi also believed in the stars. When she 


became prime minister in 1966 she 


would not move into the residence of ^ 


her predecessor, Lal Bahadur Shastri, 
because he had died within 18 months 


of becoming prime minister. Instead, | 


she moved into No. ] 
Road. 

When she lost the 1977 elections, her 
successor Morarji Desai moved into 
this house. But when Mrs Gandhi re- 
gained office in 1980, she waited for 


some time so that the stars could be 


Safdarjung | 


propitiated through appropriate ritu- 3 


| als; not only had she lost an election 
| while living in that house, but her suc- 
| cessor had lost power in mid-term, 
| Now the house is going to be converted 


into a memorial to her. Her son and 
successor, Rajiv, is looking for a new 
house to serve as his official resi- 
dence. 


rs Gandhi's known faith in astrol- 
ogy was seized on by an opposition 
weekly newspaper just a week before 
her asassination: it claimed she was 





| delaying announcement of the election 


schedule because she was waiting to 
get over an inauspicious phase in her 
life. The planet Saturn was transiting 
Scorpio -— Mrs Gandhi's sign — thus it 
was inauspicious to make any an- 
nouncement until after her birthday on 
19 November 

As a believer in astrology, she could 
not have been unaware of the warning 
by leading astrologers. writing in the 
January issue of a leading astrological 
journal. At least three of them had 
hinted that 1984 would be a vear of 
"bloodshed" and Saturn's movement 
through Scorpio will fatally influence 
the political career of a “promigent In- 
dian leader." But all of the pped 
short of saying Mrs Gandhi сед an 
assassination threat 
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Е VIP: s do not tell their clients si 
ings so bluntly and choose to be 
wee e and discreet when predicting a 
с ity. So one could not have ex- 
кеа anything more forthright and 
k 1 ecise than what had appeared in 
print. But at least one astrologer is 
_ known to have deviated from this 
"practice when he said in July that he 
had conveyed to Mrs Gandhi that she 
om ght not survive the attack by "long- 
_ haired assassins” (Sikhs?) in the near 
Е future. 
Е. The Indian press has been reminding 
задегѕ of these predictions. No won- 
< ler the faith of politicians in astrology, 
for survival and for power, is greater 
now. Even Rajiv Gandhi, who, though 
? son of a Parsi, practises Hinduism, 
| sec ems to believe in astrology despite 
his image as a modern young man sur- 
то! nded by technocrats. It is signifi- 
nt that the swearing-in of his cabinet 
had to wait for an auspicious moment, 
as newspapers reported, and he must 
have approved of this. It is very likely 
- that the election schedule he has an- 
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Sensation of Independence: a Politi-‏ م 
cal Biography of David Marshall by‏ ` 
Chan Heng Chee. Oxford University‏ ` 
Press, Singapore. No price given.‏ . 


3 O n occasions one wonders why Mar- 
_ Wg shall did not dominate the politi- 
Cal stage of Singapore from 1955 on- 

ward, when he was elected the first 
8 lief minister under the British colo- 
nial regime. After 15 months at the 
helm of the first elected government, 
his political career faded rapidly. The 

E stage of Singapore has been 
| dominated by Lee Kuan Yew since 
1959. There are numerous reasons for 
М mans fall, as this political bio- 

hy shows. 
e most obvious is that Marshall 
E. a politician by accident. Even 
at the height of his political career as 
` Chief minister he proclaimed himself 
ES a politician." If he was deter- 
"mined to be anything it was to become 
_ a psychiatrist. That being out of the 
question financially when he was 
ready to leave for Britain for tertiary 
"education, he switched to law, deter- 
mined to establish a career quickly. 
— As early as his entry into legal 
` studies, his impatience was evident. He 
finished his formal studies in half the 

normal period of time, and then chose 
criminal practice because this was the 









ced was fully approved by the as- 
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hunts against the forces of darkness 


By Bunny Suraiya in Calcutta 


Ithough notionally India has enter- 
ed the space age, dark and ancient 
fears still haunt the countryside. One 
of the commonest and most 
exploited — is the fear of witchcraft 
and sorcery. Taking advantage of ig- 
norance and superstition, self-styled 
shamans and black magicians have 
long battened on the gullible. Witch- 
craft scares break out in the rural areas 
in much the same way as drought or 
any other more terrestrial epidemic — 
and often with equally tragic results. 
In 1966, when 38 deaths attributed 
to witchcraft were reported from the 
Mayurbhanj district of Orissa, it was 
not only uneducated villagers who 
were gripped with panic; a tribal-wel- 
fare officer suffering from typhoid was 
convinced the illess was due to sor- 
cery and a scholarship student at the 
government school refused to return to 


shortest way to gain public attention 
and expand his practice, rather than 
“moulder for years without ever com- 
ing across major work." Fortunately 
this impatience was blessed with an in- 
tellectual capacity to match. Success 
did come quickly. As such easy success 
goes, satisfaction was shallow and it 
left Marshall feeling the need for a dif- 
ferent challenge: politics beckoned. 

He had no political intention, no 
political education, по political 
philosophy. Rather than saying that 
his ideology "eludes simple labels," it 
would be more accurate to say he did 
not have any, except for a simple 
humanism that was intrinsic in his Bri- 
tish education, and perhaps his Jewish 
religious background. This humanism, 
along with its attending liberal-demo- 
cratic implications, was incorrectly 
self-labelled as "socialism." In fact, he 
read the Communist Manifesto while 
leading a trade mission to China, when 
he was no longer a serious contender 
for the centre stage of Singapore poli- 
tics. 

Having only a sense of humanism 
which abhorred injustice, Marshall's 
political stance inevitably ended up on 
the moral high road — some would say 
moral high horse. "Independence," 
freedom from the colonial masters was 
the tailor-made issue for such 





his village for fear of the “evil eye.” 

In 1982, terror of witchcraft 
paralysed the Medak district of 
Andhra Pradesh, causing the state 
government to dispatch a team com- 
prising a psychiatrist, a hypnotist and 
a conjurer to convince villagers that 
the ailments and strange occurrences 
prevalent in the region were due not to 
occult forces but to a fear-psychosis 
compounded by trickery. 

Often, however, it is the witch who is 
the victim of alleged sorcery. A recent 
spate of witch hunts in Singhbum, 
Bihar, caused the Chakradharpur 
Mahila Samaj (CMS), a local women's 
organisation, to submit a petition to 
President Zail Singh urging interven- 
tion to end systematic persecution 
which, reportedly, already has claimed 
the lives of 27 women. The fact that 
most of the victims were widows lends 


BIOGRAPHY 


A puzzling politician 


moralism in search of a cause, His skil- 
ful oratory rendered him better than 
anyone else at the time to give form, 
even substance, to the struggle against 
colonial subjugation and injustice. 
Chan has summarised this succintly: 
his “display of daring and audacity 
was required to stir the popular ima- 
gination and to encourage the self- 
confidence needed to engage in the 
struggle for independence . . . his 
dramatic and ebullient style kept up 
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. According to the area's tribal laws, 
women have no right to own land, but 
widows are given a share of the crop 
grown on the family land; their female 
heirs, however, cannot lay claim to 
either the land or the harvest. The CMS 
has launched a campaign — headed by 
the female editor of a local periodical 
— against witch hunting, and has ap- 
pealed for punitive official action 
against those who practise it. 

A grim danse macabre — allegedly 
choreographed by political workers 
and tribal leaders — has left a trail of 
violence and death across 
hilly South Purulia, West 
Bengal, an area inhabited by + 
backward Santhal апа £ 
Adivasi communities. Ac- 
cording to tribal custom, 
each village has a witch- 
doctor, whose help is sought 
when illness or misfortune 
afflicts a household. 

In return for a payment of 
Rs 250-2,000 (US$16.70- 
133) — a large sum in this 
poverty-stricken region — 
the witch-doctor identifies 





the mood of intrasigence giving vivid 
expression to anti-colonial feeling.” 
However, after serving this role, he had 
none left to perform. He was not able to 
translate his moral commitments into 
strategies and tactics to achieve the in- 
dependence of Singapore. 

His political career declined quickly 
after his resignation from the chief 
minister's office as fulfilment of his 
promise, when he was unable to obtain 
independence in the very first con- 
stitutional discussions with the British 
Colonial Office. 


fter that, his career consisted of a 

series of resignations from political 
parties and promised — though not 
carried through — resignation from 
the political arena. His absolute defeat 
came in the 1963 general election in a 
constituency that had elected him in a 
by-election two years earlier. In this 
slide, his fiery rhetoric and theatrical 
style had the effect of showing him up 
as an emotional, intemperate, even ir- 
rational character,’ Throughout this 
rapid rise and decline, Marshall's reac- 
tions to the ups and downs were often 
bewilderment, disappointment or dis- 
illusionment. These reactions attested 
repeatedly to his inability to assess ac- 
curately the electorate's moods and in- 
terests. 

The task of all biographers is to pre- 
sent an underlying continuity to their 
subjects' incoherent and disparate ac- 
tivities and thoughts that are necessi- 
tated by specific historical instances. 
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| held responsible for 
the problem. The witch's family must 
pay a fine of cash, sheep or poultry, 
sometimes amounting to as much as Rs 
2,000, which is distributed among the 
villagers, the lion's share going to the 
village chief. If the witch's family 
cannot or will not pay, its huts 
are burned down and the accused is 
killed. 

Within the past year there have been 
five reported cases of witches being 
put to death in Purulia. Insufficient 
manpower and the tribal tradition of 
refusing to testify in a court of law 
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Given the pattern of Marshall's con- 
tradictory stands on various issues at 
different times, one possible thread of 
rationality is his principles of demo- 
cracy and humanity. The task is to 
turn up at every possible point the 
tenacity, hence the depth of commit- 
ment, with which these principles were 
maintained. 

While trying sympathetically to dis- 
close the rational thread of Marshall's 
principles, Chan simultaneously docu- 
ments how objectively his reasons and 
activities were out of synch with the 
electorates’ views and the political 
forces operating in Singapore. 

Chan may have maintaned too evena 
keel. One of its consequences is not giv- 
ing enough depth of character to Mar- 
shall. One gets little sense of Marshall's 
deeper reflections on his successes or 
failures. Words like “jubilation,” and 
“depression,” and “deeply hurt” in 
themselves do not adequately convey 
the psychological and intellectual ef- 
fects of these events. This is particu- 
larly amiss when the subject of the 
biography is one who desired to be a 
psychiatrist in the first place. 

A biographer generally either resur- 
rects an unknown individual and 
builds him/her into a myth or takes a 
myth and brings the reputation down 
to a more earthly scale. This book's ob- 
jective stance does neither. Neverthe- 
less, the question of why Marshall's 
political career was short, compared 
inevitably to that of Lee, is no longer a 
puzzle. — CHUA BENG HUAT 
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ave greatly hampered police efforts 
stamp out these practices. Workers | 
the Communist Party of India- Marx st 
(CPI-M) and the Jharkhand Ми 
Morcha — the region's two most ИЙ 
fluential political parties — reporte Aly 
have sided with the witch hunters. < 

Voices of dissent against this bar 
barous custom have been brutally res 
pressed, allegedly with the help of 
Marxist cadres. Among the targets has 
been Sarada Prasad Kisku, a Santhal 
schoolteacher and poet who is #ё 
holder of several honours for his work 
Kisku, leader of a tribal social-reform 
movement and an outspoken орропей! 
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Santhal girls; an accused Purulia witch: 
killing and burning. 
3 
of witch hunting, says that he hast n 
attacked twice by armed men among 
whom he claims to have identified 
CPI-M workers 4 
The fact that families owing Sis 
legiance to the Marxists have been defe 
alone by the witch hunters has beem 
cited as evidence of pi litical col: 
The manoeuvre by which tribal chiefs 
once elected bv the village council 
now enjoy hereditarv status also has. 
been seen as part of a strategy aimed at 
entrenching political influence. k 
An increasing number.of educat 
Santhals now are beginning t0 
the real demons that bedevil t 
society, and are demanding their ERO 
cism. The Peoples Union for Civil. 





Liberties has sent à memorandum 
the West Bengal chief minister asking 
for an immediate ban on witch hunting 












and the arrest of all those involved] 
perpetuating the practic | 

Reformers such as Mahadev Hansda. 
editor of the Santhali magazine Tetra) 
have initiated a programme of publi 
debate and education to highlight soe 
cial problems and help dispel the dark 
shadows of superstition. They are COR, 
fronted with hostile reaction cynical 
opportunism and official apathy; bg 
their most formidable adversaries are 
abysmal poverty and ignorance: 
tvpical tribal area there just. one 
ramshackle school to serve several vil- | 
lages o 









tral bank), under new gover- 
r Pami nom летаа bor will 





isive pro- 
шаанда | 


p them too o slowly WE would ling 
nd our neighbours. The BoT will 
be too austere . . . as that could 
per the overall development pro- 







he government has envisaged turn- 
the seacoast southeast of Bangkok 
a major industrial zone with gas- 
ed industries such as petrochemi- 
fertilisers, deep-sea ports and 
nufacturing. So far, a gas-sep- 
plant with a te be of 350 
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Kamchorn as "not yet alarming" - 
during 1984-85, before scaling dom 
afterwards. Much of the sudden jump 
in this period is attributed to the 
bunching effect from the repayment of 
a US$1 billion military procurement 
package, comprising largely. medium- 
term commercial loans, which 





— US$7.5 billion of which is accounted 

forbythe public sector— i is still among 

the lowest in the region. 7 
Kamchorn claimed that the govetn- 


ment's 2 November decision to devalue 


the baht by nearly 1595. and put the 


Thai unit on a managed float (REVIEW, . 
15 Nov.) has been well received inter- 
15 “not | 






nationally. That optimism. 
shared by some foreign bankers het 
| “disagreement th 
unpegging of the baht from the 
lar is theoretically a correct m 






should benefit the country in th ong. 


run. But scepticism persists in 
quarters that the short-term ne 
consequences may blur the. Pp е 
long-term benefits. | 7 

However, the devaluation  appa- 











Thailand's central bank | 


nder its new ‚ governor, Kamchorn 
Sathirakul, Thailand's 


pears to have a far better working re- 
lationship with the Ministry of Fi- 
nance (MoF) than it did under former 


governor Nukul Prachuabmoh. „Ви 





whether this will benefit the co 


monetary management is que: tioned | 


by some. 

"Under Nukul's strong leadership, 
senior central bank executives clearly 
exuded pride. In the words of à sea- 
soned observer: "It wasthen seemingly 
а super body that had all the answers 
to the country's [economic]. ills.” 
Nukul was reputed to be tough ànd de- 


| cisive. Under his leadership, BoT could © 
. take credit for turning Thailand's eco- 
nomic rating into à positive one. 


But his lukewarm relationship with 


|. Finance Minister Sommai Hoontrakul 


~ which inevitably distanced the two 


was | 
committed in 1977. In relative terms, | 
Thailand's US$12 billion external debt: 


‘pected to show more 
| deference to the c government under its new chief — 


` eentral 
bank (Bank of Thailánd — BoT) ap- 


МОЁ in reviewing 





Н ack © rg 


rently has not altered the faith that 
foreign banks have in Thailand's pru- 
dence. Syndication of the US$300 mil- 
lion revolving credit facility (REVIEW, 8 
Nov.) — mandated before the devalua- 
tion — has proceeded smoothly.  . 
Apart from clearing up problems in 
the finance-company sector, Kam- 


€horn has targeted amendments to the 
Commercial Banking Act (enacted in 


1962) as another immediate task. The 
new governor wants to restructure the 


Thai banking system, and instil a 
| wider degree of flexibility. In this way, 


more funds could be mobilised to assist 


| large-scale projects while banking ser- 
.vices could be decentralised to in- 
` crease financing for smallentities,. 













he law was last amended in 1979, 
. but a series of events this year 
рош! to the need of another over- 


А.А According to official sources, it 


was first seriously mooted in March 
when a five-year grace period for banks 
to broaden their shareholder bases ex- 
pired. Under the divestiture require- 
ments, which are part of the 1979 
amendments, each of the 16 Thai banks 





agencies — had à РТИ е ѕіде. Deci- 
sions on certain poliey recommenda- 
tions from BoT ‘which required MoF 
approval were délayed. Some, like the 
proposed Deposits Insurance Institute 
(designed to restore confidence in the 
ailing finance-company sector) 
were rejected outright. 
Coordination 1$ ho longer a pr oblem. 
One lof the first things Kamchorn did 
was’ to order corgultations with the 
proposed amend- 
merits to the bank law. In contrast to 
тикш, Kamchófn is friendly and 
down-to-earth. ‘He emphasises the 
legal bottom line: though BoT can rec- 
ommend, the final approval rests with 
the MoF. . 
` Some senior planners felt that BoT 
should continue to be in lependent. in 
its E recommendations. There i is a 




















(except the state-run Krung Thai) 


must have at least 250 individual small. 


shareholders who together own at least 
90% of each bank’s paid-up capital. 
Two banks — Bangkok Bank and 


Siam Commercial — failed to meet the 


target. While the former's large capital 
base made it difficult to find sufficient 
small shareholders to subscribe for the 
required 50%, the latter could not meet 
the requirements because its two 
major shareholders are the Crown 
Property Bureau (a royal agency) and 
the Ministry of Finance. 

At about the same time, a new law on 
provident funds was enacted, and offi- 
cials felt that the banking act should be 
amended to permit banks to engage in 
this new business. More recently, the 
government takeover of the misman- 
aged Asia Trust Bank (ATB) in August 
highlighted the necessity for more 
stringent regulatory controls (REVIEW, 
13 Sept.). 





over the calibre of their MoF counter- 
parts. Broadly speaking, the central 
bank is staffed with more highly qual- 
ified and better-paid personnel. But 
others see the coordination as a change 
for the better and a way to do away 
with unnecessary delays. 


D espite the controversy it has spark- 
ed, the 2 November devaluation 
of the baht is a clear example of how 
quickly major policy changes can now 
be made. Nukul was strongly against 
the devaluation, though some senior 
BoT officials had felt;it was needed for 
some time. Their recommendation was 
later accepted by Sommai. 

When Nukul was sacked by Som- 
mai's controversial order іп Sep- 
tember, there was widespread concern 
that the bank's traditional indepen- 
dence would be at risk. To date, there 
has been little concrete evidence to 
substantiate such concern. But, be- 
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Under Nukul, the strategy was to 
amend quickly by special decree the 
provisions relating to regulatory con- 
trols, while other changes were to go 
through the time-consuming раг- 
liamentary process. The situation 
changed after Kamchorn ordered a 
complete review. Previously proposed 
amendments will probably go forward, 
but the new governor wants a special 
emphasis on flexibility. Without being 
specific, he said the legal changes — 
expected to be tabled in parliament in 
1985 — should provide more scope for 
banks to improve, expand and trans- 
form their activities on a long-term 
basis. This, he said, would allow the 
local banking system to adjust to 
changing global money-market condi- 
tions. 

Kamchorn told the REVIEW he does 
not oppose new foreign bank branches 
— nor more domestic banks, for that 
matter. But he implied that the issue 
would not be consi- 
dered until the legal 
changes are made. Past 
policies on new entry 
have been rather rigid. 
The last Thai bank li- 
cence was given to 
ATB in 1965, while the 
European Asian Bank 
became the last foreign 
bank to set up a full 
branch here in 1978, 
after receiving the li- 
cence a year before. El 


neath the outward ap- 
pearance that the bank 
can still largely have 
its way, top executives 
concede they now must 
work harder to ward off 
political interference. 

The key lies in convincing the new 
governor to stand firm on decisions. 
According to an authoritative source, 
Kamchorn showed signs of wavering 
at a meeting of economic ministers, 
shortly after he asssumed office, when 
the BoT came under fire for raising the 
interest rates on concessionary export- 
financing funds (REVIEW, 18 Oct.). As 
the source put it: "[The senior officials] 
managed to convince him not to back 
down." 

Although Kamchorn clearly has to 
build up more respect among some of 
his PhD subordinates, those who dealt 
with him before believe he will prove 
capable of handling the job — particu- 
larly if he listens to the bank's plan- 
ning staff. One commented: "Kam- 
chorn is certainly no match for his pre- 
decessor in speed and decisiveness. But 
he does learn well, asks a lot of ques- 
tions and can decide. " 

— PAISAL SRICHARATCHANYA 
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Drill-ship worker: waning patience. 
RESOURCES 


Elephants’ 
graveyard 








Foreign oilmen have all but 
abandoned hope of mammoth 
offshore oil finds in China 


By Nancy Langston and 
Mary Lee in Peking 

hina's announcement of a second 

round of bidding by foreign comes 
panies for offshore exploration МЕБ 
has not sparked great enthusiasm 
among Peking's oil community. The 
selection of the area for initial bidding, 
coupled with the disappointing explos 
ration results so far and increasing 
costs for those awarded contracts їй 
the first round, do not point to a high 
rate of participation 

Those companies not awarded cons 
tracts іп the first round covermg 
150,000 km* will be able to participate 
in the second round, which еу entually 
will encompass a total of 100,000 km 
But bidding will be conducted in mul» 
tiple phases. 

The first announced phase is а 
13,300-km? area in the eastern part of 
the Yinggehai basin in the South China 
Sea. The basin, south of Hainan island, 
is adjacent to an Atlantic Richfield Co 
(Arco) field where a large ра discovery 
was made last year. Oil executives pre 
sume that the area now up for grabs is 
rich with gas. However, owing to deye- 
lopment problems, lack of a domestit 
market, and a glut it у Asian 
countries, a gas find is not considered 
especially attractive. "In China, à gas 
discovery is worse than a dry hole” 
said one American company represen- 
tative. 

The preliminary procedure requires 

63 
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's choice of an oil-exploration 

hid ling area with more promise of 

ian oil seemingly confounds Pe- 

ig's desire to fuel continued interest 

e offshore programme by foreign 

»mpanies. But Atlantic Richfield 

( (A reo), has proposed to the Chinese 

2.5 billion fertiliser complex that 

uld use natural-gas finds in the 

ма n Yinggehai basin, which latest 

jj ес! ions show could yield 14.2 mil- 
1 m” of gas a day. 

wells and pipeline would cost an 

E US$500 million. The ex- 

e would be a weighty proposition 


a 


interested oil companies notify 
a National Offshore Oil Corp. 
yO! ООС) by 15 December. They will 
eceive a packet with seven items. 
Einost important of these is the 
fet: tag for a three-part package (but 
) t e package itself) which includes 
eophysical data of the bidding area, 
plc ratory well data and the model 
intract plus relevant laws and regu- 
tio ins of China. 
"'oreign oilmen were told by CNOOC 
Ehe cost would be a “five digit" 
sin US dollars. By 31 January, oil 
Ж nies must advise CNOOC of 
еїг decision to purchase the three- 
заг! package, qualifying them to par- 
; pate in the bidding, which is pro- 
te ed to take place at the earliest six 
nths later. 
Arce already has done seismic 
s of the area, which will be sold 
hie erested bidders. According to an 
со spokesman, the terms of reim- 
irsement by the Chinese to the Amer- 
n company has not yet been deter- 


Chir 


Although the price for the data could 
sli ghtly less than US$1 million, the 
t is relatively low compared to the 
Шоп of dollars required for such 
irve vs. In. the first round, oil com- 
anies were required to do their own 
ismics in order to join the bidding. 
naller companies previously intimi- 
a ited by the survey costs may now find 
ticipation more affordable. How- 
it is questionable whether the 
E ones have the financial resources 
)t undertake the costly development of 

, the most likely find. 
Th ere will probably be a large 
ami b er applying for information on 15 
mber. “It doesn’t cost anything so 
5 nothing to lose,” said one oil 
m mpany executive. Actual purchase 
f ie data is another question, espe- 
cia! Пу for those currently operating in 
China who may wish to wait for three 
other areas eventually on the bidding 
lock in the second round: the Pearl 


y Bd , mee 0 eee re? Cua 


“a al f la 


ina | considers ans urea plants to absorb 
ss gas from its oil-exploration sites 


for the Chinese and Arco alone to 
share. Arco competitors in Peking be- 
lieve the Chinese chose the eastern part 
of the Yinggehai basin to find a third 
party to further develop the gas field 
and share in the proposed plant's costs. 

The choice of the fertiliser complex, 
which would produce urea and am- 
monia products and nitrogen-based 
fertiliser, is a sensible one over a 
liquefied natural gas (LNG) plant. The 
current domestic LNG market is neg- 
ligible. Gas is used by only 5 million 
urban households according to a 
November Xinhua newsagency report. 


River mouth and the northern and 
southern part of south Huang Hai. 
Even then, participation is not 
likely to match the first round where 
27 out of 33 interested companies 
grouped into consortia were awarded 18 
contracts. Complaints are widespread 
among Western oil concerns about the 
percentage of oil . 
given to foreign 
oil companies if 
production com- 
mences. Many 
representatives 
believe the terms 
will not signific- 
antly change in 


the second 
round's model 
contract. 


Some ‘foreign 
oilmen believe, 
however, . that 
CNOOC will be 
"more flexible" this time round. 
Otherwise, no one will bid, they say. 
"We came in looking for elephants 
[large fields] but now we're left looking 
for buffaloes [medium fields] and goats 
[small ones]. The Chinese too are dis- 
appointed that we have not found any 
elephants. They keep telling us to be 
patient, but itis hard to be patient here 
because China has become one of the 
most expensive countries for foreign- 
ers to live and work in," commented 
one oilman. 


t is even questionable whether pro- 

duction will commence. For the 18 
consortia, the only nibble of success of 
nearly 20 wells was one sunk by Exxon 
Corp. in September. However, in 
November an adjacent appraisal in an 
Exxon well came up dry. Occidental 
Petroleum Corp., after drilling four 
dry wells, has released its rig, signal- 
ling a "wait-and-see period" accord- 
ing to one competitor. 

Along with the mounting costs just 


for the exploration period (REVIEW, 28 - 
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"The World Bank has granted a 0581. | 


We ridw vi 


million loan to Peking, which cur- 


rently imports most of its fertiliser, to 
study its fertiliser and gas needs in 


| southern China. Last year's imports . 


totalled US$1.4 billion, according to 
the US-based National Council for 
US-China Trade. 

China's desire to step up agricultural 
production might ensure a domestic 
fertiliser trade. However, a long-term 
export plan to absorb any excess pro- 
duction might not fare well. The Mid- 
dle East, with an existing gas produc- 
tion infrastructure solidly in place, is 
now constructing fertiliser plants 
whose products would be more com- 
petitive cost-wise than those from 
China which must start from scratch. 

— NANCY LANGSTON 
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REVIEW MAP by Frank Tam 


June), the Chinese are becoming more 
fussy about so-called training pro- 
grammes. A foreign executive esti- 
mates that in the, Company’ s first year 
in China, “training” expenses alone 
amounted to US$100,000 — which 
does not include, genuine training for 
those Chinese working on the oil rigs. 
What it does include, say foreign oil- 
men, is expense-paid trips abroad 
(plus pocket money) for Chinese dele- 
gations. 

One company which planned a semi- 
nar in an Asian city was requested by 
CNOOC to change the venue because 
they had already been to the scheduled 
city. According to the oil company rep- 
resentative, the Chinese thought 
“Honolulu sounded good.” TW. 
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Anew chief executive aims to improve the Indonesian flag-carrier's 
service while fitting in with broader government policies 


By Manggi Habir in Jakarta 


Gaus Indonesian Airways, the 
national flag carrier, is known for 
its service, but unfortunately not in a 
complimentary way. In fact, its repu- 
tation is such that people often joke 
about flying Garuda because it is 
empty. But service — or more precisely 
the lack of it — is only one of the major 
problems that R. A. J. Lumenta, a sea- 
soned Garuda executive, will have to 
face as he takes over Garuda's leader- 
ship from his former boss, Wiweko 
Supono, who has been at the controls 
during the airline's impressive growth 
over the past 16 years and who had 
come to personify Garuda. 

It is the second time in five months 
that a major state company has under- 
gone leadership changes in mid- 
stream. Judo Sumbono completed only 
three years of the normal five-year 
term as chief of Pertamina, the state oil 
company. Supono, similarly, had 
about five months left of his latest term 
— a reminder to state company direc- 
tors that they are not immune to sud- 
den dismissal. 

But the changeover also highlights 
the difficult task faced by state-owned 
company managers. Unlike their pri- 
vate-sector counterparts, they not only 
have to report to numerous govern- 
ment departments with diverse in- 
terests, but also have to reconcile often 
conflicting commercial and less 
tangible socio-economic objectives. 
Supono, who successfully managed 
Garuda with minimal government in- 
terference, was seen to have concerned 
himself too much with Garuda's in- 
terests, while neglecting other areas, 
such as promoting tourism, sources 
say. р 

This difficult trade-off was most ap- 
parent on Garuda's lucrative Jakarta- 
Denpasar (Bali) route. According to 
sources, Supono was faced with the di- 
lemma of allowing iriternational air- 
lines direct flights to Bali, thus raising 
tourist flow but inviting competition, 
or keeping Bali closed, protecting 
Garuda's earnings and maintaining its 
monopoly on the lucrative route. 
Supono chose the lattef course. 

But, it was only when tourism be- 
came increasingly important in 
Jakarta's overall plans to boost non -oil 
foreign-exchange earnings, that oppo- 
sition against Supono mounted. In 
fact, Supono's uncompromising posi- 
tion was seen as obstructing govern- 
ment attempts to achieve ambitious 
tourism targets. President Suharto 
noted this when he told the new man- 
agement that Garuda — as an agent of 
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development — should not promote its 
own interest by concentrating on pro- 
fits alone, without considering its 
negative impact in other areas. 

Garuda's changing of the guard, 
however, was not totally unexpected. 
Supono, who at times was blunt and 
arrogant, had a knack of making 
enemies. His battles with the Ministry 
of Communications as well as the 
Ministry of Post, Telecommunications 
and Tourism, were well known. He also 
had differences with B. J. Habibie, who 
as chief of the state aircraft company, 
Nurtanio, has been putting consider- 
able pressure on Garuda's subsidiary, 
Merpati Nusantara Airlines, to buy 
Nurtanio's multi-purpose CN212 and 
CN235 turbo-prop aircraft. 

Asian Aviation, a regional aviation 
publication, early this year reported 


that Habibie blocked the plans of Mer- 
pati to replace its current fleet of Fok- 
ker F27s with 16 new F27 Mk 5005s, 
fearing that the roll-over would hurt 
sales prospects for Nurtanio's 44-seat- 
er CN235, which is still under develop- 
ment. Interestingly, among the presi- 
dential suggestions that Garuda's new 
management received was to support 
Nurtanio, which some fear could be a 
costly exercise for the airline. 


ut most observers credit Supono 

with building up Garuda's sizable 
fleet and establishing its vast air net- 
work. In 1968, when Supono took over 
leadership of Garuda, the airline had 
roughly 30 aircraft — 14 DC3s, eight 
CV340s, three CV440s, two L188Cs 
and one DC8. Now, Garuda has around 
75 aircraft, made up of six Boeing 747s, 
six DC10s, nine A300s, 20 DC9s and 
the world's largest fleet of Fokker F27s 


— — 
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and F28s. Major domestic trunk ro 
are flown.by Garuda, with Merp 
adiing Pore remote feeder routes. 
Abroad, aside from its regional South- 
east! Asian traffic, Garuda also flies to | 
Europe, Japan and Australia. Garuda 
also has interests in a travel service 
and several hotel projects, among them 
the Nusa Dua Hotel in Bali. Ji 

Last year's SÓóff domestic market, the _ 
27.6% rupiah devaluation and higher | 
fuel costs, hurt Garuda financially. In | 
1983 the airline suffered a US$77 mil- 
lion loss ‘after revenue dipped to” 
US$669 million, Fares, which were 
held constant for about a year after the — 
devaluation, were increased 15-20% 
only in May this year. In contrast, 1982 
earnings were around US$500,000 оп 
revenue of US$774 million — a sizable” 
12% coming from Haj charters to” 
Mecca. Last year’s major cost items 
were parts, fuel and services amount- 
ing to roughly US$500 million; depre- ` 
ciation at US$113 million, and interest ` 
a hefty US$104 million. н 

This big interest payment is а fune- | 
tion of Garuda's sizable debt. At the - 
end of 1983, bank debt amounted to — 
US$914 million, US$125 million of © 


which is due this year. Together with - 


interest, this year's debt-service pay- 


| 
i 
i 











ments соте to about US$200 million: | 
Garuda's total assets at the end of 1983 _ 
amounted to US$1.7 billion, with its 
fleet accounting for about 60% of this. 
Debt-to-equity ratio (reflecting a siza- 
ble asset revaluation of roughly 
US$300 million in 1983) was à respect- 
able 1.6:1. A year earlier this ratio — = 
before the revaluation — was 2.2:1. | 
Garuda is also considerably liquid, - 
analysts say. Given its accelerated de- 
preciation policy, Garuda has a large ` 
depreciation expense which, though : 
cutting into income, has little bearing 
on the company's cash flow. As of end- 
1983, Garuda's cash position, though 
smaller than a year earlier, still 
amounted to a sizable US$126 million. 
Garuda likes to stress that it does not 
receive any government subsidies. Still, - 
its virtual monopoly in jet services in 
the domestic market obviously helps — 
enabling domestic operations to sub- 













s say. | 
fis monopoly aside, 











ables expense. Supone 5 tight- 
g policies have strained rela- 
en top management and 
sı culminating in a major 
ike.a few years ago. Service 
30 been cut to a bare minimum. 
nta, who began his career at 
4n.1957 and who led a rescue 
on at Merpati for more than 
ears, is familiar with these 
It is not surprising, there- 
has come into office with a 
programme including im- 












































M ry Lee in Peking 
he.good news is the impending 
breakup of the monopoly by the 
oral Administration of Civil Avia- 
‘China (usually known as CAAC) 
ir services in China, which will be 
among four yet-to-be estab- 
| airlines and one helicopter-ser- 
ny. The bad news is re- 
giant bureaucracy 
ut pestis, equally 



























domestic routes — and so 









іп bureaucratic surgery 
well be of no benefit to the 
which may still not have 
ıt through: completely, 

y irate travellers in China, 
annot arrange any cancel- 
e danger that the new air- 
„AAC in miniature is real. 
their names and where 
> based, nothing has been 
e structure of the new 





































years ш ‘its ERE It regi 












most 
upono's tight-fisted policy and. 
6 for one 





pes to improve its air services bi splitting t the 
2 рега ions of the CAAC, but it may not be enough . 


domestic services, 





cigs hope. to 5 overseas 
ey will be allocated. ог 


nt, the scheme sounds like | 


everything from international air-ser- 
vice agreements to air-traffic control, 
airport мешц апа aviation safety. It | 

















tourism-prom C 
tional transport; 

Lumenta, ho 
ficult times. The soft market, given 






| policy. 


` Garuda's large fleet, has led to excess 


capacity. In February its overall load 


factor dropped to a low of 49%. 
Lumenta has ruled out selling his air- - 
craft to solve Garuda's low fleet utili- |: 


sation, which it is pointed out, would. 
also reduce the company's debt-ser- 


vice burden. Whether Garuda will re- 


sort to leasing its excess capacity, as 
some have suggested, is still uncertain. 
Joop Ave, director-general . of 


Tourism, however, has announced that 


nine foreign airlines have applied to 
operate charter flights into Bali. But 


some industry watchers hope Jakarta, — 


by placing numerous demands: 


Garuda, is snot asking for too much. п | 





is also a monopoly operator with a 
wider spread of activity. (including 
aerial surveys and crop spraying) than 
any other airline in the world, apart 
from the Soviet Union's Aeroflot. The 
hiving-off of its operating arm at- 
tempts to rationalise its structure. ° 

The new airlines, announced. by 
Shen Tu, CAAC's director- general, on 
2 November are: = 


» The Peking-based Air China: which 





wil handle. international | nd major 
-presumably . to 
Shanghai, Canton and Hongkong. 


`» The Shanghai-based China Eastern 


Airways, which will begin with major 
domestic routes but will eventually go 
international. When it does, a new air- 
line will take over its domestic routes. 
» The Canton-based China Southern 
Airways. 

» The Chengdu-based China South- 
western Airways. 





» China Capital Helicopter Service, | 


which will serve offshore oil explora- 
tion іп the South China Ѕеа. . 
It is not known what will. hapi 





Я China’ s first local airline, Xiamen / ir 


ways, established earlier. this. year. 


With CAAC's break-up, the only part 

which will keep the original name will 

. be the State Council Department in 
charge of civil aviation matters. 


China's leading financial news- 
paper, Economic Daily, recently attri- 
buted CAAC's inefficiency, unreliabil- 


-| ity and poor inflight service to “a lack 
S.| of competition." It is far from: clear, 
; however, whether the new regional 
airlines will become competitors the.|. 
` way airlines in the United States have | - 


vever, is facing. dit- р 








in: 3 China ae со: 





— from such airlines as British: - 
ways, Pan Am, Lufthansa, Philippine 
Airlines and Cathay Pacific Airways — 


only demonstrated to Chinese officials 


fortunate enough to fly on those air- 


` lines the appalling standards of CAAC. 


hat will happen, however, is that 
f each airline will have to be profit- 


able, under the new economic directive 
adopted by the central committee of 


the Chinese Communist Party on 20 
October. This means Air China and 
China Eastern Airways will have a 
head start over the others, serving as 
they probably will the richer and more 
populous coastal areas. The access 
which the new airlines will have to 


Hongkong remains unanswered. It is . 


possible that Cathay Pacific Airways 
may enter into a joint venture with one 
or more of them. 

Shen had said that provincial gov- 
ernments are being encouraged to set 
up joint air companies. (Sichuan, 
Guizhou and Yunnan are to set up 
China Southwestern Airways, to- 
gether with the city of Chongqing, in 
Sichuan, which now has economic au- 
tonomy, said the vice-governor of Si- 
chuan province, He Haoju, during a re- 
cent visit to Hongkong.) 

After Hongkong becomes a piaia 
administrative region (SAR) of China 
in 1997, air services between the SAR 
and other Chinese cities will come 
under CAAC’s jurisdiction. Landing 
rights in Hongkong very likely will be 
used by China — as they have been 
used by Britain — to trade off with 
foreign governments for Chinese air- 
lines’ landing rights internationally. 

If China wants:several of its airlines 
to be designated: as international car- 
riers, asin the US, it will have tò offer 
reciprocal landing rights in China to 
foreign airlines —- which may not want 
them, unless they are popular destina- 
tions such as Hongkong. The Sino-Bri- 
tish joint declaration, however, stipu- 
lates is Chin: wil take Е ODE E S 
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Why more banks worldwide 
are using Morgan as 
their correspondent bank 


MORGAN GUARANTY 





Some Morgan specialists who serve correspondent banks, from left: Margaret Campbell, Joseph Banta, and Freder 
Correspondent Banking in New York; Paul Levengood, Dominique de Borredon, and Christine Coulomb. in Paris: John MeN) 
AUC Holdings, Morgan's Melbourne affiliate, and Robert Hirten, New York, head of Australian. New Zealand. and í 





Banks around the world increasingly issues through our subsidiarv Morgan |_| Providing sophi 
turn to The Morgan Bank for the finan- Guaranty Ltd for several Italian banks. tional trade services to forei: 
cial advice and service offered bv our a Morgan innovation. spondent banks, includii 
international experts. All these officers [ ] Helping major European, Canadian, ings through accept 
have worked overseas. They understand Australian, and New Zealand banks Developing fundin 
banking and markets in vour country arrange interest rate and currency management programs | 
and worldwide. They know how to listen swaps which allowed them to obtain branches and affiliates of | 
They're backed by Morgan specialists Eurodollar funding below LIBOR as [ ] Introducing a Fren 
in every field. And they find innovative well as other major currency funding \sian-dollar mark 
ways to solve the toughest problems. at advantageous fixed rates. notes and CDs 
That's why you can expect added jecoming the first issuer of U.S Providing trading plan 
value when The Morgan Bank works dollar-denominated commercial papei est rate futures and gold 
for your bank, wherever you're located, lor foreign banks operating in Canada international bank с! | 
whatever your needs. We also issue commercial paper for Morgan Futures Corporatiot 
Here are some of the ways we've more Australian and Canadian banks bullion trading grou} 
helped financial institutions succeed in (һап any other financial institution Io find out more a 
today’s complex international markets. | ] Identifying real estate opportuni special talents and re 
[ ] Devising a commercial paper pro ties in the U.S. for a West German bank Morgan banker who 
gram for a Scandinavian bank and help | | Helping banks іп Italy, Spain, Scan- Frederick E. Tetzeli, Senior ' 
ing obtain a top U.S. rating forthe paper. — dinavia, and Ireland to acquire U.S dent, Morgan Guaranty Tru 
| | Underwriting floating-rate ECI financial institutions. 23 Wall Street, New ' 
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Thais First Class has long been considered one Now breakfast is, too.‏ 
of the best in the air. With freshly squeezed orange juice and fresh‏ 
Things have changed. Now it's even better. eggs cooked any way you like them, right there on‏ 
Take your seat. Totally new in design, it has the plane.‏ 
improved back support and reclines further. The foot- Caviar is yours for the asking. And what goes‏ 
rest extension is now fully padded. And when extended better with the best caviar than the best champagne,‏ 
the seat is more like a bed than ever before. vintage Dom Perignon, no less.‏ 
Lunch and dinner have always been a gourmet The wine list is equally impressive. Superb‏ 


experience for our First Class passengers. French wines specially selected in that country by Thai. 
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In keeping with this new standard of excellence, Class passenger a beautiful, limited 


Thai are introducing elegant new table and glassware edition colour print of one of 
to go with it. six orchid paintings, specially 

Other little luxuries include, smart complimen- commissioned from a well- 
tary toilet kits, more comfortable electronic headsets, ^ known artist. 
and new sleeping shades and comfort socks. Of Royal First Class travel | 
course, Thais renowned Royal Orchid Service is as on Thai. | 
good as it ever was, nobody could improve on that. A classic example of how 


And as a memento, we give every Royal First to improve on perfection. 
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“Sometimes | still think of the wonderful 
stay | had at the Sari Pacific. The service was 
genuinely warm and friendly, and the facilities 
were first class. | felt so at home 


It's the first thing 
you'll notice about the Hotel 
Sari Pacific. The natural spirit 
of friendly Indonesian 
hospitality. Warm and 
captivating. 

And, quietly in the 
background, international 
standards underline 
everything we do. For a 
refreshingly different style of 
atmosphere and value. 

Right in the heart of 
lakarta's Central Business 
District. With 500 spacious 


Hotel Sari Pacific Jakarta 








| 


Sales Executive. Frankfurt 


airconditioned rooms, first 
class comforts, luxurious 
restaurants. 

Its where you'll feel 
at home. And it makes a very 
welcome change 
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The hotel with heart 


Jalan M.H. Thamrin, P.O. Box 3138 Jakarta, Indonesia. Tel: 323707. Cable: HOTELSARIPACIFK 

Telex: 44514 HTLSARIIA For reservations contact: British Airways Associate Hotel. KLM. Golden Tulip 

Worldwide Hotel. UTELL International or any Pan Pacific Hotel offices or telephone: Tokyo 03-214-3001 

Hong Kong 5-230824. Singapore 2968678 or Sydney 231-1125, Or offices of major airlines 

29 PAN PACIFIC HOTELS BANGLADESH Sonargon Hotel. Dhaka e INDONESIA Hotel Sari Pacific. Jakarta 

e KOREA Kyongiu Tokyu Hotel. Kyongiu City e NEW CALEDONIA Hotel Le Surf THAILAND Indra Regent Hotel 
Bangkok: Royal Cliff Beach Hotel. Pattaya e VANUATU HOTEL Le Lagon Port Vila 

OPENING MID TO LATE 1985 PALAU Koror * MALAYSIA Kuala Lumpur: Penang: Malacca: Kuching 


Pangkor Island © SINGAPORE 
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... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind 


Rate: Soft cover US$19.95 or HK$150 (or the 
equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon 


E ---------A Ф 


3 months 
6 months 
1 year 


Please include the Yearbook at extra 
US$19.95/HK$150. For airmail delivery 
please add: USS6/HKS$45 
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THE AT&T INTERNATIONAL BUSINESS NETWORK: 
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SAN FRANCISCO 


An exact copy of the original. 


That's fax. 
And fax is the only system 
that can transmit blueprints, 


© ATAT 1984 


legal documents, and vm 
contracts anywhere in the US. 
This unique ability makes fax 


one of the most exciting electron- 


ic mail technologies available 
today. 

All you need is a telephone 
and a facsimile machine. 


And in as little as 25 sec- 


onds, an exact duplicate arrives 
at its destination in the US. 

With fax, faster is cheaper. 

And different machines have 
different capabilities, different 
speeds. 

With the AT&T Network, you 
can transmit up to 400 words on 
a 1-minute call. 

Most telex machines trans- 
mit at a standard 66 words per 
minute. 

Any fax machine can match 
that rate. 

And most beat it easily. 

With some fax 
machines you don't 
even have to be there. 

They can be 


YOUR FACTS BY FAX. 


programmed to transmit during 
reduced rate periods. 

Telex has no daily reduced 
rate periods. 

Since fax is a copy of the 


original, you don't need a typist. 


No special operators. 


And since there's no retyping, 


no redoing of any kind, fax is free 
of transcription errors. 

So if your US. customer or 
business associate needs your 
"ри document, а blue- 
print, a legal document, a sales 
graph or a signed contract ina 
hurry, you can fax it to him on 
the spot. 


Transmitting facts with fax. 


Another cost-effective service 
for your business from the AT&T 


International Business Network. 
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By Lincoln Kaye in Singapore 


year of stormy sailing has left 
АД" government-control- 

led Keppel Shipyard, and its 
Straits Steamship Co. subsidiary bat- 
tered but still afloat. Like the Biblical 
sailors who fed Jonah to the whale, the 
group has started jettisoning execu- 
tives in hopes that “the sea may be- 
come calm for us.” There is also talk 
that it may have to jettison properties 
or subsidiaries as well. 

First overboard was chairman 
George Bogaars, a former civil servant 
long trusted by Prime Minister Lee 
Kuan Yew. He was required in April to 
hand over operative control of the 
company to recently retired civil ser- 
vice chief Sim Kee Boon. By Sep- 
tember, Tay Kim Kah, a 15-year Kep- 
pel veteran who had headed the 
group's aggressive finance division 
throughout its expansionary heyday, 
had also gone. . 

These casualties are seen by most ob- 
servers as just a down-payment on the 
blood price the Singapore Government 
(which owns 68% of Keppel) means to 
exact for the cash losses — not to men- 
tion the embarrassment — suffered as 
a result of the 1983 acquisition of 
Steamers. Моге resignations are 
rumoured to be in store, as well as pos- 
sible legal action against some Keppel 
insiders. 

Nor is official pique confined to 
Keppel’s own top echelons: merchant 
bankers Jardine Fleming Singapore 
(JFS) were summarily kicked out of the 
republic in October for their alleged 
role in bringing about the ill-starred 
deal (REVIEW, 18 Oct. and 1 Nov.). The 
S$408 million (US$190.65 million) 
takeover valued the target company’s 
shares at nearly an 80% premium to 
Steamers’ present trading price of 
around S$1.11. 

A highly placed source at Keppel 
with strong civil-service connections 
staunchly denies that the expulsion of 
JFS had anything to do with the gov- 
ernment's own stake in Keppel. JFS 
was axed strictly on banking consider- 
ations, the source insists, in a central 
bank bid to maintain standards within 
Singapore's financial world by making 
a conspicuous example of a 
wrongdoer. 

The action accords with the estab- 
lished regulatory style of the Monetary 
Authority of Singapore (MAS), as 
shown in such precedents as the forced 
winding down of Overseas Union Fi- 
nance last year (REVIEW, 21 July '83). It 
just happened that the Steamers 
takeover turned out to be the last 
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Sea change at Keppel 


Singapore’s shipping 
group casts people and 
policies overboard in an 

attempt to restructure 





straw. for JFS — a coincidence that 
has cost both Keppel and Steamers in 
renewed embarrassment and further 


undermined morale, the 
acknowledged. 

And morale is crucial at this phase, 
Keppel and Steamers sources stress, 
now that the group is ready to get over 
the worst of its consolidation pains and 
get on with the new opportunities it 
faces. The new management is hardly 
eager to steer the group into any new 
operating areas — both companies 
have had a bellyfull of that sort of di- 
versification lately — but they are 
looking at new horizons for their exist- 
ing operations. 

China is targeted as a promising 
arena for the group’s management ex- 
pertise in property and shipyards, plus 
its technical know-how in oilfield ser- 
vicing, rig repairing and construction 
engineering. Australia, too, offers at- 
tractive prospects in property and en- 
gineering services, despite recent set- 
backs. 

The expanded group is in a stronger 
position to pursue such opportunities 
than either Straits or Keppel would 
have been on their own, sources at both 
companies emphasise in vindication of 
the “synergistic” rationale advanced 
at the time of the merger. Even Shen- 
ton Way pundits concede that there 
may be something to this, despite both 
counters’ plunging prices. 


source 


"The main Ш with the [Straits] | 


takeover was in the timing. not the con- 
cept," a stockmarket source comment- 
ed. "At least the underlying assets still 


have some real value, and the business 
mix is not that bad a fit, on the whole, | 


But if they had waited another three 
months they could have gotten it 
cheaper by 25% or more.” 


Still, the acquisition was hardly the _ 
firs. — nor, neccessarily, the worst — | 


miscalculation the shipyard group has 
made, according to one long-time Kep- 
pel watcher. “They have a history of 
misreading cycles and jumping into 


businesses they don't understand," he _ 


said. For example, he cited the 1981 


decision to double the capacity of the 7 


group's Tuas Yard to 300,000 dwt — at 
S$200 million, Keppel's biggest invest- 
ment prior to Steamers — at a time 


when the massive oil tankers to which ^ 


the facility catered were becoming an 
endangered species. 

He also cited Keppel's mid-1970s 
plunge into the unfamiliar area of 
mini-bulker construction, which em- 
broiled it in years of costly litigation 
with such customers as Haw Par 
Brothers International over alleged 
technical faults. Or last year's foray by 
its wholly owned Shing Loong Finance 
into factoring and consumer finance, 
which resulted in a four-fold increase 
of thesubsidiary's bad-debt provisions 
from 1982 to 1983. 

Or the $$43 million cash call in April 
1982 of Keppel’s 63%-owned Far 
East-Levingston Shipbuilding to 
build what would have become Singa- 
pore's largest rig-building facility — 
had the plan not been scuttled just four 
months later in belated recogmition 
that offshore-oil exploration was 
headed for a downturn 


spects of Keppel’s government 
A conection help make such mis- 

adventures possible, some ob- 
servers suggest. As one of the main- 
stays of Singaporé Inc.'s state capital- 
ism, said one banker, “Keppel can get 
its hands on more than enough finan- 
cial rope to hang itself. Add to that its 
civil-service predilection for taking 
the long view in planning, its pater- 
nalistic labour policies, its ‘don’t just 
stand there, do something’ cult of state 
dynamism and its preoccupation with 
national face . . . it can make for some 
pretty dicey decisions.” 

In this light, Keppel's predicament 
raises questions about the whole 
edifice of Singapore's state capitalism. 
With 60 companies directly govern- 








ment-owned and another 58 controlled 
by state holding companies (including 
such quoted giants as Sembawang 
Shipyard, Neptune Orient Lines, 
Singapore Press Holdings, the Deve- 
lopment Bank of Singapore and Intra- 
co), the government's influence in the 
"private" sector is hard to overesti- 
mate. 

A recently published paper by Na- 
tional University of Singapore econo- 
mics lecturer Linda Low puts the total 
government stake in private com- 
panies at S$1.8 billion in what she ad- 
mits is a "by no means comprehensive 
or complete" accounting based on 1982 
figures. Since then, observers agree, 
Singapore Inc. has grown briskly. By 
now, the scale and diversity of the 
companies in the government stable 
make it hard for government holding 
companies like Temasek Holdings to 
exercise central control, as one of the 
group's directors told a productivity 
seminar on 21 November. Toh Peng 
Kiat called on Temasek companies to 


yard at Jurong: 2. Pandora's box. 


“develop a broadly similar manage- 
ment style.” 

Such talk and such action as the 
Keppel purges leave observers won- 
dering: how much autonomy do mana- 
gers of state-owned companies enjoy? 
How much central coordination is 
there of state capitalism as a whole? 
How well are minority shareholders 
served when the government holds a 
majority stake? Is there room in Singa- 
pore Inc. for distinct corporate iden- 
tities? For entrepreneurship? As a 
business partner, how much staying 
power can be expected of the govern- 
ment holding companies? How much 
policy consistency? 

Hardly were Keppel's top executives 
deposed than their policies seem to 
have been repudiated. Bogaars had 
championed diversification for the 
group, pledging to derive 40% of Kep- 
pel's profits from non-marine-based 
sources by the 1990s. But in recent 
months, the group has shorn itself of a 
food-based subsidiary, Ben and Co. 
(REviEW, 16 Aug.); backed out of a 
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money-trading joint venture, KTD 
Forex, and discontinued a high-profile 
(albeit money-losing) cruise tour oper- 
ation. 

With these divestitures, most of the 
chopping has already been done on the 
Steamers side, according to an au- 
thoritative source within the company. 
Aside from its computer service and 
travel businesses, where capital and 
personnel commitments are relatively 
modest, the group is now focused on its 
mainstream lines of operation. 

Keppel's spokesman is a little more 
equivocal about further reorganisa- 
tion prospects, conceding that the new 
directorate is “having a careful look” 
at many operations, but he claims 
managers by now have regained 
enough assurance of operating con- 
tinuity to get on with the business of 
actively selling the group's services. 

If so, that should come as a relief 
to many of the group's employees. 
Cost-cutting,  reorganisations and 
slumping morale have taken their toll 





at all levels of the company. In 
January, Keppel's house newsletter 
felt it necessary to speak out in an 
editorial against middle-management 
defections. 


only gathered momentum since 

then, according to one recent 
job-hopper who, until a few months 
ago, had worked under Tay. "It was 
getting so you wouldn't know from 
one week to the next who your boss 
was or even where to look for your 
unit on the organisation chart," the 
job-hopper added. 

It remains to be seen whether this re- 
shuffling of the group's management 
and business mix can stanch the red- 
ink tide. Keppel's pre-tax profits 
plunged 83% (to S$28 million) in the 
year ended 31 December 1983. Part of 
the blame could be put on the slumping 
fortunes worldwide of its traditional 
mainline industries — ship repair and 
shipbuilding, oil-rig tending and ser- 
vicing. Nor were trading conditions 


H ut the exodus has — if anything — 


much better in the principal sectors in. 
which. its newly, acquired Straits 
Steamship subsidiary was involved — 
shipping, property development and 
tourism. e 

Most damaging of all, though, were 
costs of servicing Keppel's bank debt, 
which built up to S$844 million by 
the end of 1983, S$200 million of it cur- 
rent. In 1983, the group paid S$54 mil- 
lion in interest. But by the latest 
interim, interest costs had trebled over 
the corresponding period of 1983: 
Keppel racked up S$46 million in in- 
terest expenses in the first six months 
of 1984. 

Ironically, the same half saw a 
marked improvement in consolidated 
operating profits, to S$53 million, with 
all divisions except Straits and ship- 
ping showing upturns. But even these 
gains proved inadequate to overcome 
Keppel's interest burden. The group's 
woes were compounded by a 69% de- 
cline in investment income to S$4.75 
million, and a 61% increase in tax 
charges to S$11.18 million. The bottom 
line set attributable losses at S$6.28 
million. 

Keppel has been at pains to reduce 
its gearing since the turn of the year. A 
S$150 million rights issue in June 
promised to trim the group's bank 
debt. At the same time, Keppel tapped 
the United States commercial paper 
market to the tune of US$100 million, 
for an interest saving (according to 
company sources) of up to 0.75 of a per- 
centage point. 

The issue — the first for a Singapore 
borrower — was well received in New 
York. "Who there knows and who real- 
ly cares about Keppel's problems in 
Singapore?" explained one American 
banker. "All the US market sees is a 
Singapore Government-owned com- 
pany. They read it as quasi-sovereign 
risk with a back-up of US$10 billion in 
reserves." 

Government and company sources 
alike scrupulously disabuse any bank- 
ers who trouble to check of their misap- 
prehensions about the sovereign status 
of Keppel debt. But few ask — instead, 
"we see what we want to see," accord- 
ing to a bank economist. And well be- 
fore its current travails, Keppel was 
hardly shy about cashing in on the 
market's perception of its paper as 
somehow a little more lustrous than 
ordinary corporate credit. 

The group's debt issues grew in 
number, size and variety during its 
heyday in the late 1970s and early 
1980s. Public listing in 1980 further 
enhanced its prestige. And, with all di- 
visions performing creditably for an 
overall average pre-tax earnings in- 
crease of 300% yearly from 1979 to 
1982, retained profits added to the 
group's overall liquidity. By 1983, 
Keppel was sitting on more than 5$300 
million in bank balances, cash and 
short-term investments. 

That kind of money proved enough 
to burn a hole in the corporate pocket. 
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acquisiti ons, . Keppel Bored to i iure 
it f teor ing hard times by 2. 













j ically integrating with a 
'aptive user of its shipyard services. 

acquisition of the 5895 stake in 
‘Straits from British-based Ocean 
Transport and Trading (OTT) seemed 
to accomplish both these somewhat 
contradictory goals. The target com- 
pany's main assets were prime-sited 
Singapore properties and its opera- 
. tions embraced such sectors as food, 

mining and tourism. 


wm hese areas were all new to Keppel, 





of S$461 million, could provide a 


Steady stream of work for Keppel's | | 


own yards. 


Then, too, Straits — an old colonial — : 


company with traditions reaching 
back into the 19th century — offers in- 
stant history and ready-made panache 
to the grey, bureaucratic Keppel, 


whose corporate existence dates back н 
only 15 years. And all these benefits 


seemed to be available at the afford- 


able (minimum) price of S$287. million. d. h 





Nor would the acquisition load do 
Keppel's balance-sheet with much. 





ditional debt: the target. company ү: “Ж 


debt-to-equity ratio in 1982 stood at 
an enviable 1:5.5. In all, Straits must 
have looked like an attractive package. 
It was not all that it looked, as the 
1983 results showed. All divisions н ex- 
cept property showed sharp declines in 
their earnings growth rates. The 
cruise-ship operation lost a swingeing 
3$19 million. The engineering division 
had to terminate a contract for a trou- 
bled Australian mining venture, for an 
extraordinary loss of $$5.4 million. 


Trading and services — mostly сот- | 
prising Ben & Co. — saw a 71% slump - 


in gross earnings. Overall, group pre- 
tax profits slumped 88%, to S$3.9 mil- 
lion. The attractive package Keppel 
thought it was buying turned out to be 
a Pandora's box. 

"Well, that's what you get when you 
go convenience shopping in a takeover 
situation," summed up one merchant 
banker. “Tf Keppel wanted ships, the 
harbour’s full of ships. If it wanted 
property, there's plenty of it on the 
block. Why buy into these sectors 
through à multi-faceted conglomerate 
that could be full of surprises? And at a 

premium to net asset value, ac- 
cording to its own prospectus on the 
acquisition. What was to be gained by 
pinning all its hopes for a broadened 
business base on that one deal?” 
Keppel 5 answer тн to be the i im- 






E g con ipire м 
| 100-year- old name comes up for lê 
For Singapore Inc. to take over such a 
firm's control from expatriate in- 
terests would gratify nationalist feel- 
ing. Other suitors were rumoured to be | group, uniquely in Southea: 
in the wings and takeover speculation 
had pushed the share price up well 
above the eventual offer price. 

Then, too, the offer. document listed 
а string of commercial objective 
` takeover that still make sense: 
» Synergy | 
Levingston's oil-rig . fabricatio 
facilities and Steamer's oilfield Ser- 
vices. Straits has valuable busi 
| links in Brunei and is clinching deals i in 





make high profits from shares has 
b eni to invest bi" hs the outlook i is term. 





technology, drugs and healthcare, and 
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the Offshore. : 
Guangdong, і 
opportunity in nörit 
The combine d 
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offer the full spectrum of. 
grave" oilfield services, € 
sources point out. Lim Ch | 

е. cabinet _Minister, 
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and offered what must haveseem- | иии 
` ed attractive diversification pros- | 
. pects. At the same time, Straits’ ship- 
[o ping, engineering and oilfields di- 
visions, which together accounted 
for more than half its 1982 turnover |. 





Time and time again, the way to are likely to prove more resilient than 


smaller companies in the short to medhia: 





















E Gales one of £ Britain" & O 

` leading unit trust groups and a maior 
: eb force in life assurance, pensions and 

investing in our North Aricia Fu ünd DOW. anftuities. Е 

On Ist October 1984 the G roup 


A broadly balanced portfolio managed funds of over USS2 billion. 


North American Fund invests across. 
broád range of US securities with particular 


emphasis on companies engaged i in Further d 


For full details af? 
including the’ Pros 






newspaper and publishing. It is the - ctus, please со: 
Managers' present strategy to invest in 


larger, well- established ¢ companies which 





and return the coüpon to our appoinh ed 
agents in Hong Kong, 





Save & Prosper International Insurance Co., Ltd, Incorporated in Bermuda 


To: Mr. WH. Glover, йыш Financial nalanta Lid., 
1301 World Trade Centre, РО Box 30927 

f Causeway Bay, Hong Kong. 

[ Please send me full details of Save & Prosper North American Fund, 
toge ther w ith аР rospectüs. 
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| denn "e earnings Баве, both 
- séétorally an HN with the 
. addition of Steamers’ property and 
Australian mining operations. 
P So beguiling wére these perceived 
= opportunities, and so caught up did 
— Keppel become in the acquisition that 
E reportedly gave short shrift to local 
ers’ proposals of’ other — and, in 
hindsight, better — ‘takeover pros- 
pects, explaining only that it was ab- 
` sorbed in a major project. Managing 
E rector Chua Chor Teck shuttled be- 
- tween London and Singapore to wrap 
` up the deal in a rapid-fire series of 
- meetings with OTT. When announced, 
the acquisition was hailed by the au- 
` thoritative daily newspaper, The 
Straits Times as “a major coup. 














os 


nd Keppel, at that stage, was in 
V A of a coup to restore some 
й » of the damage its face had suf- 
e _ fered i in the course of the then continu- 
EE inquiry into the Sentosa Cable Car 
. disaster. A drillship that had been ser- 
| viced in Keppel's yards rammed into 
the popular tourist attraction іп 
January 1983, killing seven people. By 
the following summer, a well-publi- 
|  eised commission of inquiry was hear- 

— ing daily testimony that put much of 
the blame on Keppel for mooring such 
_а tall ship so close to the cable-car 
` tower. 

"That left Keppel looking really 
inept," one stock analyst recalled. 
"Not the ideal image for a government 
company to project in a place that 
~ prides itself [so much] on its supposed 
- efficiency as much as Singapore. 
— Something had to be done to re-estab- 

lish that management was on top of 
events. If nothing else, the [Straits] 

— takeover conveyed an impression of 

— decisiveness.” 

——  Decisiveness, though, is very much а 
two-edged sword for executives in 
 Singapore's state capitalist enter- 
prises. On the one hand, dynamism is 
_ promoted as a cornerstone of the city- 
state's scrappy self-image as a "rugged 
- Society.” But little sympathy is wasted 
on brainstormers whose initiatives go 
sour. “Managers in Singapore Inc. are 
in a bind,” explained a refugee from 
one government-run company who left 
his job to try his hand as a financial fu- 
tures trader. “In a way, it’s the worst of 
both worlds. You lack the freedom of 
an entrepreneur or a corporate high- 
flyer, but at the same time you enjoy 

—— none of the civil servant's security.” 
— — Of course, none of this is categori- 
cally different from the pressures felt 
in many other large companies — even 
without state participation. In any 
business with a dominant shareholder, 
executives could find themselves sec- 
ond guessing a single patron rather 
than responding to the market at large. 
By the same token, managers in the 
specialised subsidiaries of a broadly 
diversified conglomerate might feel 


78 





| л. L 


b iae ig T 
MISI o rporate : top 
Ж touch v vith their particu 





= sig b 7) 235: 
LO 


їм 


concerns. 

But for the line managers in Keppel | 
and other state-run companies here, 
these anxieties are heightened by the 
disparity in size and function between 
their own particular enterprises and 
their “parent” entity. The businesses 
that make up Singapore Inc. are ulti- 
mately answerable not to another c6m- 
mercial corporation like themselves, 
but to a nation-state. The government 
can exercise not only internal control 
over the companies’ affairs, but also a 
large measure of “external” control 
over their regulatory and competitive 
environments. 

State technocrats have shown them- 
selves more than ready to make use of 
this “external” leverage in fields rang- 
ing from banking to air transport, 
where government-run companies 
dominate the Singapore market 
(REVIEW, 26 July, 16 Aug., 4 Oct., 8 
Nov. and 15 Nov.). Mostly, this inter- 
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vention works to the great benefit o1 
the state-controlled businesses. 

For Keppel, enhanced credit stand- 
ing is just the start of the advantages 
conferred by its government auspices. 
Industry sources claim the group en- 
joys an inside track on benefits ranging 
from Mass Rapid Transit construction 
contracts (Keppel-affiliated joint ven- 
tures have bagged two jobs so far, 
totalling S$173 million) to land ac- 
quisition (the group's six Singapore 
yards sit on 1.1 million m? of prime 
harbour-side land). 

For all their largesse, though, Singa- 
pore Inc.'s state masters leave little 
doubt about who is boss. For instance, 
Keppel and the other government-run 
companies are regularly drafted into 
the vanguard in implementing official 
notions of how industry and labour re- 
lations should be structured. That 
makes them particularly careful to 
maintain employment for their work- 
force — a commendable solicitude, but 
one which poses potential dilemmas in 
a turn-around situation such as Kep- 
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eral of its divisions. 
д happy 7 mi 705 
venture into mini-bulke qu i 
been ascribed in part to a concern to 
generate jobs. 

House ünions (REVIEW, 17 May), 
cashless páy-days (through electronic 
direct deposit), quality control cir- 
cles, "company welfarism" (REVIEW, 
19 July) each saw their first trials 
among the state-run companies. Eco- 
nomically sound as these policies 
may arguably be in the long run, their 
initial implementation carries real 
costs in terms of start-up and "debug- 
ging" expenditures and morale set- 
backs. To pioneer such innovations 
is not the sort of decision readily 
made by most private-sector firms on 
straight, short-term commercial con- 
siderations. 

The government connection sets the 
tone at Keppel — and the other state- 
run companies — not just at the policy 
level but also politically. Sim is only 
the latest in a string of top-drawer 
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civil-service alumni to take the Keppel 
helm. Bogaars, likewise, had stepped 
down as civil-service chief (in 1978) to 


head the group. 
N be absorbed into this civil-ser- 

vice ethos. Top brass at Keppel, 
while conceding they aim for a well- 
integrated “corporate culture” in the 
long run, stress that it will have to 
come about through evolution. To im- 
pose too abrupt a change in tone and 
style, they feel, would precipitate “re- 
volution” within Steamers’ ranks and 
undermine the very assets of experi- 
ence and expertise that Keppel set out 
to buy in the first place. 

Then, too, Steamers’ “cos- 
mopolitanism” benefits Keppel in its 
geographic diversification strategy. 
But some immediate change in the po- 
litical climate at Straits Steamship 
seems unavoidable now that it has 
come under the direct sway of the gov- 
ernment. 

And, like the civil-service hierarchy 
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say capricious — ja wie ty can become 

in Singapore Inc., there is a well-circu- 

lated story | that cites a golf-course 

taunt made by banker Wee Cho Yaw to 

First Deputy Prime Minister Goh Keng 

Swee as the origin of the current pog- 
rom in and around Keppel. 

Wee, chairman of United Overseas 
Bank, had built up a 3.5% stake in 
Straits and was named its chairman in 
1982 (after serving on the board since 
1965). Prior to the Keppel bid, he had 
been rumoured as a possible takeover 

suitor for Straits. But, by the time of 

the cash offer, he was found to have 

sold off all but 1.1 million of his origi- 

nal 8.6 million shares — presumably 

reaping profits all the way down. For 

his remaining shares, he accepted the 
, Keppel offer, which further under- 
mined confidence in Straits. 

Minority holders stampeded to take 


up the general offer — so many, in fact, 
that Keppel came unnervingly close to 
the 90?5 stake that would have meant 
automatic de-listing of Straits under 
Singapore's Code on Takeovers and 
Mergers. It wound up with an 82% 
stake — higher by a third than it had 


anticipated, and 
costlier to finance. 

So when Wee (as the story has it) 
boasted privately to Goh that he had 
got the better of a government com- 
pany, the deputy prime minister (who 
is Singapore's finance overlord) re- 

' portedly bristled. 

"Nobody puts one over on Goh Keng 
Swee with impunity," summed up one 
of the many bankers who relate the in- 
cident. “A whipping boy had to be 
found.” Impossible though it is to con- 
firm, the widespread currency given 
the anecdote — even if apocryphal — 
says much about Keppel's manage- 
ment climate in particular and Singa- 
pore state capitalism in general. 

But if Keppel has its highly placed 
detractors in government, it also has 
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dem n 1983 of d tede | 
| finance” minister Hon Sui Sen. 
Bogaars, in a public statement around 
the time of his forced resignation as 
chairman, recalled how Hon “believed 
[the Straits acquisition] was the right 
thing [and] was prepared to stop any 
attempts to abort it." 
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have another two years as chair- 

man to "prove [Hon's| trust." 
That is how long he estimates it would 
take Keppel to “turn Straits around,” a 
feat which he was confident could be 
accomplished “easily,” with just a 
modicum of “consolidation.” He took 
some comfort in the thought that Sim, 
his successor as chairman, shared his 
view. 

In fact, Sim has lost no time “con- 
solidating” whole subsidiaries right 
off Keppel's books. The termination of 
cruise-ship operations and the sell- 
off of KTD Forex and Ben might turn 
out to be just the beginning of the 
pruning exercise. The changing of the 
guard in the group's executive suite 
leaves the new management freer to 
make painful cuts than could the de- 
parting team. 

"The market has already discounted 
a season of turmoil at Keppel, any- 
way," explained one stock analyst. 
"Why not load all the losses into a year 
or two and leave the group leaner, 
stronger, more focused and better- 
positioned for the future?" 

One possible target for a sell-off is 
Shing Loong. The original rationale 
for the finance subsidiary's expansion 
hardly obtains any longer: Keppel has 
no more large liquidity surplus to be 
recycled. Shing Loong's factoring ope- 
rations have gone sour and the fi- 
nance sector, in general, is depressed in 
Singapore. 

Nonetheless, Keppel should have lit- 
tle problem attracting a buyer, if only 
for the finance subsidiary's licences. A 
-highly placed Keppel source maintains 
“we have big plans for Shing Loong,” 
albeit mainly as a financial service 
facility for Keppel’s own customers. 
Other saleable equity stakes could well 
be found among the 65 subsidiaries 
and 45 associates in the Keppel stable: 
operations in such areas as insurance, 
aircraft leasing, car rental or tourism, 
for example, seem peripheral to Kep- 
pel s mainstream operations. 

Like many another property holder 
in the current depressed market 
(REVIEW, 8 Mar.), Keppel could reduce 
its debt burden by selling off — at 
near-distress prices, if need be — some 
of Straits’ property. Two Straits prop- 
erties, the Bukit Timah Plaza shopping 
complex and the ironically named 
Keppel House office building, are up 
for sale for reported asking prices of 
S$43 million and S$30 million, respec- 
tively. 

More properties could go up for sale, 
while what remains on the books might 


E ogaars lamented that he could not 
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f some of the ships, too, could 
Бе а downwards, which would : 
make for lower depreciation costs anc 
higher profits in the long run. | 
In the short run, though, analysts 3 
predict heavy. 1984 losses for the- 
group, and 1985 profits., that are 1 
anaemic at best. And, to theextent that 7) 
the consolidation takes the form of 2 
write-downs rather than sell-offs.- 
much of the losses could be disallowed ~ 
as tax deductions, making the net re- 
sults even worse. Some analysts pre- | 
dict after-tax losses as high as S$10-15 | 
million this year. | 
But a year or two down the road, 
prospects could brighten considerably. 
Sectoral cycles for the groups І 
mainstream industries, the currency 
and interest-rate environments, 
morale and share prices for the ship- | 
yard and its listed subsidiaries all seem | 
close to their conceivable nadirs. This 7 























Keppel's upside potential must far 
outweigh its downside risk. 

"I wouldn't touch the counter with a 
barge pole just yet," summed up one 
investment adviser. “But if they [Sim _ 
and his new management team] bite 
the bullet and make the neccessary | 
cuts — without, at the same time, 
hacking too deeply into the group's 
earning base — we could yet wind © 
up issuing 'buy' signals before too 


long." 4 


The Far Eastern Economic Review is 
now publishing a quarterly index which 
details by country and date everything 
that has appeared in the Review. The 
index is available on a quarterly basis. 
Subscribe now and each quarterly index 
will be sent to you automatically as soon 
as it becomes available. A vital research 
tool, the Review index will save hours of 
needless searching for information. 
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The glory days are over 
for Keppel funding 


0: a couple of years ago, accord- 
ing to former employees, morale in 
Keppel’ s group finance division was 
‘riding high. Resources were abundant 


аһа management was open to ideas. 


- Bankers vied to lend the group money. 


"That was before a series of financial 


Боду blows battered Keppel's return 


-on assets down to just 1.3% in 1983 


from 11.3% in 1982. Poor operating re- 


50115 in several of Keppel's own divi- 
sions and those of its newly acquired 

Straits 
` threw the group off balance, but it was 


Steamship Co. subsidiary 
other financial factors which sent it 
sprawling. 

Rising interest rates plus a larger- 


"fhan-expected take-up of its (with 


hindsight) greatly overpriced cash 
offer for Straits made for a crippling 


— debt burden. Currency devaluations in 


Hongkong, Australia and the Philip- 
pines whittled away returns from sub- 
those countries and 
sandbagged Straits' already-suffering 
eruise-ship operations. Both Keppel 
and Straits share prices plunged, and 
the government (which holds a 68% 
stake in Keppel) began a management 


purge. Resignations mounted within 
— the finance division, culminating in 


tHat of its chief, Tay Kim Kah. 

The same whiz-kids who are now 
bailing out of Keppel were rushing to 
work there not so long ago. Bright 
ууп technocrats, in the early 1980s, 

ad a relatively free hand in crafting 


- imaginative new funding, investment 


and hedging vehicles. The shipyard ac- 
quired the sort of cachet that is nor- 
mally reserved for banks among fresh 
finance graduates. Tay used to like to 
refer to the group finance division as 
Keppel's "central bank," a kind of 
fiduciary cockpit to marshall the cash 
surpluses and borrowing power of the 
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conglomerate’s individual component 
businesses to the benefit of the larger 
organisation. 

The finance unit replicates in minia- 
ture some of the back-office features of 
a bank in its wharfside headquarters. 
It reportedly maintains a dealing room 
linked to 10 banks and broking houses. 
It hedges the group's foreign-exchange 
positions (it has 29 subsidiaries and 17 
associated companies overseas) in di- 
rect currency market dealing, as well 
as through a Cayman Islands banking 
subsidiary, plus (before its divestiture) 
KTD Forex. 

Nor is foreign exchange the sole 
focus of the group's hedging opera- 
tions. Keppel also has looked into the 
techniques of hedging interest rate 
risk through the Eurodollar con- 
tract on Singapore's new financial 
futures exchange (REVIEW, 4 Jan., 6 
Sept.). 

There is plenty of interest-rate expo- 
sure to hedge, partly in ironic testimo- 
nial to the financial acumen of Tay and 
his acolytes during the late 1970s and 
early 1980s. In those days, group 
liquidity managed to grow even faster 
than total assets. Current assets in- 
creased from 33% to 47% of the bal- 
ance-sheet between 1979 and 1982. Re- 
tained profits accounted for much of 
the liquidity increase. Group pre-tax 
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of the 1978 base, 
year. But even over the more represen- 
tative 1980-82 interval, earnings grew 
at a very respectable average rate of 
27% yearly. 

The biggest boost to..,liquidity, 
though, came from the group's 1982 re- 
discovery of its borrowing power. That 
year, Keppel's total bank debt (over- 
drafts plus current and non-current 
term loans) shot up 84% to a record 
5$424 million (US$197.21 at then-cur- 
rent rates), on the heels of five straight 
years of decline. By 1983, in the wake 
of the Straits acquisition, bank debt 
was up to a staggering S$844 million. 

Not just the growth of group debt, 
but also its eclecticism attests to Kep- 
pel's creditworthiness. After it went 
public in 1980, banks scrambled to join 
the shipyard’s lenders. Government 
institutions like the Development 
Bank of Singapore or the Post Office 
Savings Bank remained Keppel's lead 
bankers, but it kept its lines open to 
foreign banks as well. Some 29 banks 
from 10 countries are represented 
in the 28 assorted loan, trust, facility 
and agency agreements listed under 
the "material contracts" footnote in 
the June rights-issue prospectus. 


Mz of this debt is in the form of 
credit lines, overdraft facilities or 
"plain vanilla" bonds and term loans. 
But Keppel's borrowing book also in- 
cludes a generous sprinkling of more 
exotic items. For instance, the group 
pioneered the interest-rate swap in 
Singapore with a US$50 million deal 
in 1983 that traded off its borrowing 
power on the floating-rate market in 
exchange for 11.5% fixed-rate money. 
And Keppel was the first Singapore 
company to tap the United States com- 
mercial paper market, to the tune of 
US$100 million in 1983. 

“They're the kind of customer every 
banker wants,” enthused the manag- 
ing director of an American merchant 
bank's Singapore affiliate. “Aggres- 
sive about tapping new instuments or 
markets, open to innovation, imagina- 
tive, with a ready grasp of the big pic- 
ture." The big picture nowadays is 
hardly encouraging. Management has 
been hacking away bravely at the debt 
burden. But even after the S$150 mil- 
lion (US$70.09 million) rights issue, 
the S$20 million sale of a two-thirds 
stake in Straits' Ben & Co. subsidiary 
to Brunei royal family-affiliated in- 
terests (REVIEW, 2 Aug.), 
the rumoured imminent 
sale of two Straits prop- 
erties for S$73 million 
and the sale (for an un- 
disclosed price) of its 
51% stakein KTD Forex, 
Keppel would be left 
with roughly S$500 mil- 
lion of debt on its 
books. 

At current rates in the 
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that kind of return any more. Pro- | Е; А | 
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subsided to the 3-8% range in Singa- corp TS d erence | re air ~~ as 
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jo come off apace with prices: Ship. 
ping continues to languish “in 
cyclical trough, dragging ship "repair 
and newbuilding along with it. De- 
pressed oil prices have left the rig- 
Auilding Far East-Levingston with 
" Parely an order in sight. | 
. And the one arena in which capital 
"m rket rates remain unequivocally 
| able — the finance sector itself — 
el seems to be backing out of, in a 
"degree reversal of previous policy. 
1 diversification was the watch- 
word, in the expansionary early 1980s, 
Keppel made a series of moves into 
Singapore's financial services indus- 
try. Last year it acquired a 9% stake in 
the Asia Commercial Bank; bought out 
the Haw Par Brothers International i in- 
terest in Malayan Motor and Gen- 
eral Underwriters (MMGU) insurance 
group; and thrust its Shing Loong Fi- 
nance subsidiary into the retail market 
. for deposit and housing lending (it had 
` previously concentrated оп servicing 
Shipyard customers). | 

Overseas, it took up a 39% stake i ina 
Hongkong deposit-taking company, 
Solid Pacific, and established a full-li- 
cence bank in the Cayman Islands. At 
one stage, Keppel was even reportedly 
looking for joint-venture partners in 
the US with whom to open up à full 
bank there. 

The KTD divestiture is considered 
just the start of the winding-down of. 
Keppel's involvement in the finan- 
cial sector. Former chairman George - 
Bogaars only last year was predicting | of stairs. 
that the group would have its own The difference in headquarters styles 
Singapore commercial bank within | reflects the auspices, purviews aad 
five years, and that financial services traditions of the two companies. Kep- 
would become "the second leg of Kep- | pel is fundamentally blue-collar and 
pel's corporate existence." low-profile, a province of mechanics 
— LINCOLN KAYE | and metal workers. Its drydock antece- 






































command the еи suites s panelled 
апа carpeted, with pangramie harbour 
Views. | | 
Keppel executives, оп the other hand 
— those who rank high enough to rate 
an office with a window — are likely to 
look out over a panorama of tool sheds, 
warehouses, canteen buildings, stor- 
age tank: and scurrying fork-lifts. The 
three- -storey headquarters building it- 
self is dwarfed by the hulls of giant 
| ships’ under repair, moored less than 
100 m away. 

Between the building апа the 
water's edge is the executive parking 
lot; where Toyotas outnumber Mer- 

' cedes. Visitors must collect a pass from 
the guard house nearly 500 m away. 

Beside the entrance, a wooden board 
with a roster of the company's top exe- 
cutives lists who is in and who is out of 
headqu rters. Tay Kim Kah is “out” 
presumably for good. But the former 
finance department chief's name is 
still on the door of his erstwhile office, 

а narrow steel-partitioned - cubicle 
‘crammed between the public relati | 
and legal departments, up three flights 
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sengers and cargo of all sorts. “They 
were not just coastal freighters,” 
claims, Author, K. G. Tregonning in his 
321-page history of the company, The 
Ships Were Occasions. Straits’ livery 
— whether on a European officer, a 
Malay “serang” in charge of the deck 
crew or a Chinese “chin chew” over- 
seeing the cargo — commanded respect 
from Moulmein to Zamboanga. 

The respect deepened with Straits’ 
wartime service. When Japan invaded 
Singapore and its neighbouring coasts, 
the company's vessels were re- 
quisitioned in the last-ditch British 
naval effort at a defence and its crews 
saw heroic service in the (usually 
futile) attempt to evacuate civilian 
populations. Straits emerged from the 
war with 31 of its 51 ships lost. 

Less than three years later, it had 
built its fleet back up to 53 vessels, but 
tonnage was to be the least of the com- 
pany's problems. The post-war world 
in Southeast Asia was transformed in 
ways that boded ill for coastal ship- 
ping. Asian labour was restive and 
European officers in very short supply. 

Road and rail transport, once war- 
time ravages were repaired, offered 
stiffer competition than ever. The 
growing importance of bulk oils — 
both petroleum and the newly ascen- 
dent Malaysian commodity of palm oil 
— meant introduction of tankers to the 
Straits’ fleet. 


P olitical changes closed off one after 
another of the company's coastal 
routes, first in Burma and then in In- 
donesia, Thailand and Malaysia itself, 
as flagging economies and nationalist 
policies undercut shipping and trade. 
Seeing the writing on the wall, Straits 
embarked on a crash diversification 
programme. 

In the early 1970s, it climbed aboard 
the industrialisation bandwagon of 
newly independent Singapore with the 
establishment of Watt & Akkermans, a 
precision-engineering and machine- 
servicing joint venture with General 
Electric Corp. of the United States. Oil 
Asia, a joint venture with Britain's In- 
chcape, expanded Straits' oilfield-ser- 
vicing horizons beyond its traditional 
Borneo base. Its in-house data-pro- 
cessing capability helped produce a 
computer-services division with of- 
fices in Kuala Lumpur and Hong- 
kong. 

Far more fundamental changes, 
though, came about through a pair of 
acquisitions involving companies with 
which Straits’ associations stretched 
back decades. Mansfield and Co., a 
shipping agency which had managed 
Straits Steamship in the 1890s, was ac- 
quired from Ocean Transport and 
Trading (OTT) of Liverpool for S$85 
million in 1973 (equivalent to 
US$35.94 million at then-prevailing 
rates). More than two-thirds of the 
consideration was paid in stock, mak- 
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ing Straits a 64", -owned subsidiary of 
TT 


OTT. 

In addition to expanding the com- 
pany's shipping and shipowning busi- 
nesses, the acquisition launched 
Straits into the areas of tourism, 
freight-forwarding and — most impor- 
tant — property development. Man- 
sfield brought along with it the flag- 
ship Ocean Building. opened in 1974. 
Over the coming decade, the property 
portfolio would expand to include 
Singapore office blocks, retail com- 
plexes and condominiums, as well as 
shopping centres in Australia. 

By 1976, Straits was back on the ac- 
quisition trail, this time snatching the 
ailing Ben and Co. from the jaws of 
seemingly certain liquidation. In its 
earlier incarnation as a shipping line, 


Ben had been the training grounds for 


Somerville and other Straits 


luminaries, but in latter days its busi- . 


ness base had shifted into trading, 
mainly of foodstuffs. 

Diversification was not only sec- 
toral, but also geographical. In 1977, 


Watt & Akkermans workers: on the bandwagon. 





Straits acquired a 29% stake in Wil- 
liam Jacks (Malaya), a local trading 
agency, which then turned around and 
acquired a controlling stake in its Bri- 
tish associate, Jacks and Co. The next 
move was on Australia, where Straits' 
first beachhead was a 50% stake in 
Prince Engineering. whose activities 
centred on Queensland and Victoria. 

By 1981, Straits had found its way to 
Western Australia as well, taking up 
75% stakes in two Perth companies, 
which were engaged in engineering 
and mining services respectively. 

As long as theshipping and property 
markets remained robust in the late 
1970s and early 1980s, those two divi- 
sions managed to carry group pre-tax 
earnings on a reassuringly upward 
trend, despite continued losses from 
Ben and Jacks — and only fitful pro- 
gress in the Australian operations and 
Watt & Akkermans. Then everything 
started to unravel at once. 

The worldwide shipping slump hit 
Straits' coastal operations in 1982 (its 









international container shippn 
already shown slippage earlier). 
same year, it leased a Gérthan passen- 
ger liner for Southeast Asian and 
South Pacific cruises — a move which 
was to prove disastrous, once a cur- 
rency devaluation effectively docked 
the Australian tourists at whom the 
service was aimed. 











he interest in Jacks was given up in 

1982. That same year, the annual re- 
port hailed as “a notable success" one 
of the Australian acquisitions’ win- 
ning of a five-year mining contract in 
Western Australia, but less than a yea 
later the contract was withdrawn at ۱ 
hefty loss to Straits. By late 1983, just 
as all the group's turkeys were coming, 
home to roost, the Singapore property: 
market collapsed (REVIEW, 8 Sept. '83). 

But by then, Keppel had already 
taken over Straits’ accumulated 
headaches. The government-run ship- 
yard had been pursuing its own diver- 
sification programme — in a gingerly, 
civil-service manner — ever since 
its establishment as an independent 
corporation. 

The breakthrough came in 1970, 
with Keppel’s acquisition of a 35% 
stake in the rig-builder Far East- 
Levingston Shipbuilding. After that, it 
branched into such areas as ship man- 
agement, ship owning and ship brok- 
ing. But it was not until 1982 that Kep- 
pel managed to take its first significant 
steps into wholly non-marine business 
with its equity stakes in such financial 
companies as KTD Forex, Shing Loong 
Finance, its Kep Corp. bank in the 
Cayman Islands and its Solid Pacific 
deposit-taking company in Hongkong. 

By 1983, the diversification jugger- 
naut was gathering momentum. Kep- 
pel streamlined its internal structure 
into 10 divisions. Six of these were 
"operating" divisions (including, 
along with the traditional marine- 
oriented areas, such new headings as 
finance and property, or overseas in- 
vestments). The remainder were "cor- 
porate service". divisions embracing 
the functions of finance, planning, and 
management service and personnel. 

The express purpose of the reorgani- 
sation was to “free top management... 
from routine operations so they can 
concentrate . . . on future development 
and diversification projects," accord- 
ing to a mid-1983 Singapore Business 
Times interview with Bogaars and his 
key executives. 

Keppel felt itself big enough, by that 
stage, to gobble up whole conglomer- 
ates at a gulp rather than swallowing a 
single business at a time. In fact, one 
report had it that it started out 1983 in 
pursuit of bigger prey than just Straits 
Steamship — it was after the parent 
company OTT itself. In this version, 
the Liverpool group got wind of Kep- 
pel's interest and deflected the take- 
over bid aimed at itself by entering into 
negotiations for the Straits sell-off. 

— LINCOLN KAYE 
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First Class? No, Economy. chair instead of a Tourist Class seat. 


In our 747s, there are only 8 seats 
It's simple. Book yourself on SAS First abreast. In our DC-10s, just 7. 
Business Class. You get 38 inches of legroom instead of 
We seat you in a spacious, restful cabin 34 inches. 
instead of behind a curtain. You dine on china instead of plastic. 
You can relax in a next-to-First Class You drink from a real glass instead of a 





plastic cup. 
You're provided with electronic head- 
phones instead of those old acoustic ones. 
You get everything except a surcharge. 
The fare is normal economy. No more. 
Try us next time you fly to Europe. 
We offer you four weekly connections from 


Tokyo and three non-stops from Singa- 
pore/Bangkok. And friendly Copenhagen 
Airport gives you excellent connections to 
all of Europe. 


/, 77,545 


The Businessmans Airline 








Westinghouse gives 
industrial productivity 
a helping hand. 


Technology is the driving force behind productivity. And Westinghouse 
is a technology company. Our advanced technologies can help make your 
company more competitive, reduce operating costs and increase return 
on investment. 

Westinghouse has the products and systems that can help increase 
your productivity dramatically. In factory automation, we can apply our 
technological innovations in software, controls, and robots to even the 
most sophisticated manufacturing process. Our WDPF process man- 
agement system is so advanced that a single operator can control up to 
254 microprocessors in a two-square-mile area. In electrical distribution 
systems, our Westinghouse low-voltage products set a new standard of 
reliability. And for maximum efficiency on the production line, look to Westinghouse for a broad range of 
programmable controllers and electronic controls and assemblies. 

For more information, contact your Westinghouse sales office in Singapore, Tokyo, Hong Kong, 
Taipei, Seoul, New Delhi, Manila, or Sydney. 


You can be sure... if it's Westinghouse e 











This morning, James Wong made a deposit 
Іп Singapore, arranged an overdraft in 


Hong Kong and finalized his mortgage in L.A— 


all through his Citibank A BC Officer. 


James Wong's Personal Financial Officer is just 
one of a team of experts of the Asian Banking 
Center (ABC) — a network established by 
Citibank in Singapore, Hong Kong and San 
Francisco to help individuals and businesses in 
Asia diversify their assets. 


Each Officer is just a phone call away and he'll 
tailor a package of financial services — all 





handled in the strictest confidence — to meet f Please send me more information on: | 
vour specific needs. Г] Asian Banking Center Singapore 
Youcan, like James Wong. deposit ina currency | O Asian Banking Center Hong Kong | 
of your choice, arrange for credit facilities, | О Asian Banking Center San Francisco | 
including financing for your mortgage, or vou | —- | 
may want to take advantage of our other | oe ao Rd D | 
services such as gold and silver investments, | Address: — | 
foreign exchange and transfer of funds to any 
part of the world. | | z$ | 
Whatever your choice, you'll have the expertise [ne В | 
of a bank that's been doing business in Asia for | Mail to: Asian Banking Center, Citibank, N.A | 
more than 80 years. And what's more, you're Le eee Rs 
ASIAN BANKING CENTER 
"SINGAPORE + HONG KONG ‘SAN FRANCISCO CITIBAK © 
e Singapore: One Shenton Way. Singapore 0106. Tel: 224-5757 Telex: RS 22462 CITABC or 268 Orchard Road. Yen San Building. Singapore 0921. Tel: 732-2288. Telex: RS 1744 
e Hong Kong: Lee Gardens. 37 Hysan Avenue, Causeway Bay. Hong Kong. Tel: 5-761390 or call our Hot Line §-299-166/7 to enquire about the nearest Citibank branch 


backed by the world’s leading financial organiza- 
tion — Citibank, a subsidiary of Citicorp whose 
total assets exceed 140 billion US Dollars. 

Your Personal Financial Officer at the Asian 
Banking Center can put our network of 2500 
branches and offices in 94 countries to work for 
you. Get in touch with him right away. 








e San Francisco: Asian Banking Center, Citibank International, Citicorp Center. 24: Е, One Sansome Street, San Francisco CA94104, USA. Tel: (415) 627-6495 Telex 278 











The NEW A320. 


Arrival of a superior intelligence. 


A320: The most complete package 
of new aviation technology to become 
available to the airlines since the dawning 
of the jet age. 





^, Airbus Industrie 
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Let sleepi 
© HONGKONG entrepreneur Bill 
Wyllie has won his battle of Paliburg, 
but it may yet provea Pyrrhic victory. 


As for the Committee on Takeovers 
and Mergers, which licensed the in- 


cestuous arrangments between Regal . 


Hotels (Holdings) and Paliburg In- 
vestments and the two companies' 
chairman and managing director, it 
must lead either to a tightening of the 
supposed takeover code, or the aban- 
donment of it as a meaningless pre- 
tence which is consistently manipu- 
lated by merchant bankers. 

Wyllie received a large majority of 
votes for his proposal to have 
Paliburg, erstwhile subsidiary of 
Regal, buy his own 33% stake in 
Regal — prior to the latter making a 
badly needed rights issue. The result 
partly reflected Wyllie's very consi- 
derable, and well-earned, prestige 
among small investors as a man to 
back. But his clout among banks and 
other institutions told, too. Judging 
by the outcome, most of these ap- 
peared to have voted in his favour. 

This was a somewhat curious out- 
come, as no banker, stockbroker or 
fund manager to whom Shroff has 
spoken (other than those with an 
existing commitment to the proposal) 
had a good word to say for it — other 
than that chaos might ensue if Wyllie 
were defeated at this stage. Some ap- 
peared to be accepting the inevitable, 
or considering wider aspects, such as 
future business with Wyllie's com- 
panies. 

Wyllie had earlier responded vig- 
orously to opposition, suggesting that 
some press criticism (not confined to 
the REVIEW) originated from “mali- 
cious and possibly libellous" letters 
circulated by opponents of the deal. 
Shroff — a well-known plagiarist — 
will refrain from taking issue with 
this statement, as with taking issue 
with the barrage of (possibly self-in- 
terested?) advice to Paliburg share- 
holders issued under the name of Jar- 
dine Fleming. 

However, the basic facts remain: 
Wyllie is taking cash out of the Regal/ 
Paliburg group at the same time as he 
is expecting all other shareholders to 
increase their stake via the Regal 
rights issue and the Paliburg pur- 
chase of his Regal shares. 
€ IT is not Wyllie's profit on this 
transaction that is a significant issue, 
nor the prices at which he is selling 
Regal shares, or that he and Regal 
managing director Y. S. Lo are buy- 
ing control of Paliburg. It is that 
chairman Wyllie is putting nothing 
behind the | HK$327 million 


FAR EASTERN ECONOMIC REVIEW e 6 DECEMBER 1984 
à- 4. С. «Ее Se 








ng watchdogs die 


(US$41.92 million) Regal rights issue, 
but is with Lo keeping effective con- 
trol of Regal through the Paliburg ac- 
quisition. Although his Asia Securi- 
ties is sub-underwriting part of the 
issue, Wyllie was reported as saying 
in late November that this had been 
laid off. | 

Could that be, perhaps, because if 
Asia had to take up much of the issue 
it would — in conjunction with 
Paliburg — be considered as acting in 
concert with Paliburg? In which case 
it would (in accordance with Practice 
Note 2, Paragraph 8 of the takeover 
code) have had to seek prior approval! 
from the Regal shareholders before 
making the rights issue. Under the 
circumstances, they might have felt 
grave reservations about putting 
more money into a company whose 
chairman was getting out. 

In most jurisdictions other than 
Hongkong, 
shareholder ap- 
proval would also 
have been requir- 
ed for Regal’s 
chairman and 
managing direc- 
tor to purchase 
one of the com- 
pany's principal 
assets: its shares 
in Paliburg. It is 
no fault of Wyllie 
that such rules 
do not exist in 
Hongkong. But 
many observers 
suggested there was a moral obliga- 
Lion to do so. 

Wyllie did not altogether allay the 
suspicion that merchant bankers 
Wardley had backed out аз 
Paliburg's adviser because it did not 
want to be associated with the deal. 
Wyllie said Wardley had not been in- 
volved as its parent (the Hongkong 
and Shanghai Banking Corp.) was a 
major lender to Regal, and this might 
have created a conflict of interest. 

This is certainly the first time 
Shroff has heard it argued that 
Wardley is refraining from advising 
any creditor of the Hongkong Bank. 
It was particularly bizarre coming 
from Wyllie, given that Wardley was 
adviser to Paliburg up to a few weeks 


ago, including on its recent recon- | 


struction. By the same logic, Schro- 
ders and Chartered, lead underwriter 
of the Regal issue, should also be dis- 
barred because the Chartered Bank 
(a major partner in the merchant- 
banking firm) is chief creditor of 
Wyllie's Asia Securities. 


€ IT is possible that the whole ar- 
rangement was cobbled together late 
in the day. There are indications that 


a Southeast Asian investor had been . 
intending to take a major stake in - 
Regal, but backed out at the last mo- © 


ment, forcing Wyllie into the complex 
arrangements to keep the group to- 


gether while he (with Lo) kept control - 


without having to inject more money, 


Whatever the background, the sad | 


part of all this is that Wyllie seems to 
have damaged his own reputation. A 
first-class manager, rescuer of 
numerous distressed companies (in- 
cluding Regal), a man to watch and to 
follow — this deal threatens to put 
him into the bracket of slick market 
operator and opportunist. 

Regal shareholders can now only 
hope that his management skills real- 
ly work for them, and meanwhile, 
that not too many of the rights shares 
are left with the underwriters. The 
market price suggests that most 
shareholders will exercise their 
rights, but the warrant-holders may 
not be so keen. 

e THE episode leaves the Takeover 
Panel looking ridiculous. All power 
to the persuasive Wyllie that he con- 


vinced this body that he and Lo (with 


whom he has done several previous 
deals) were not acting in concert in 
building up a 45% stake in Paliburg. 
But it has created a precedent that 
makes nonsense of a cornerstone of 
the code. 

Either the panel must be replaced 
or the code rewritten so that the panel 
cannot arbitrarily decide that black 
can be white when the occasion suits. 
It is a disappointing debut for the 
new securities commissioner, former 
solicitor-general Ray Astin. 

There are also lessons for oppo- 
nents. They provided an object lesson 
in how not to gain support and sym- 
pathy. They badly overstated a strong 
case and made themselves look mean 
and conspiratorial by hiding behind 
lawyers and anonymous letters 
rather than taking an open stand. 
Everyone knew the Lo familv was 
split (with those other than Y. S. op- 
posing the deal) and if they did not 
want that made public they should 
never have worked to undermine 
Wyllie in the first place. 

Finally, it is worth remarking on 
the timidity of investment advisers, 
brokers and so forth, who are free 
enough with their views in private 
but are terrified of taking a public 
position for fear of future loss. In this 
context, Wyllie’s strength is appa- 
rent. He leads from the front. 
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The life of Richard Hughes spanned nearly eight 
decades, most of them spent as one of Asia’s leading 
foreign correspondents. And Hughes’ world was 
peopled by the memories of those decades. 


It was a world of the hilarious... like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


It was a world of the macabre...like the Teikoku 
poisoner who massacred a bank's staff for a haul of 


US$800. 


It was a world of the touching . . . like the slave 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. 
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Working on the railroad 


The Soviet Union opens up its forbidding far east 
with a second trade route through Siberia 


By Alan Sanders 


he Soviet Union's "construction 

project of the century,” the Baykal- 
Amur Mainline Railway (BAM), is now 
in operation, but work is set to con- 
tinue in 1985 with the laying of 700 km 
of additional track and electrification 
of the new line. The main challenge 
now is to open up the BAM zone — the 
vast area of Siberia made accessible by 
the rail link, according to Konstantin 
Mokhortov, head of the BAM construc- 
tion directorate. 

In the BAM, the Soviet Union not 
only has access to huge new develop- 
ment areas, it also has an artery of 
strategic importance. The Soviet Far 
East is now linked to the centre of the 
country by a transport route much 
further north of the long border with 
China than the Trans-Siberian Rail- 
way. Some areas along the BAM may, 
as in the case of the Trans-Siberian, 
become sites for missile deployment. 

Amid what was — by Soviet stand- 
ards — a blaze of publicity, the last 
section of the BAM was laid on 1 Oc- 
tober. At Balbukhta, not far from 
Kuanda station on the Chita stretch of 
the single-track line (roughly halfway 
between Lake Baykal and Tynda), the 
final spike was driven. Tynda was the 
scene three weeks later of a big rally 
marking the official opening of traffic 
along the whole 3,102-km length of the 
BAM, from Ust-Kut in the west to 
Komsomolsk-na-Amure in the east. 

Addressing the rally, Vladimir Dol- 
gikh, a candidate member of the polit- 
buro and secretary of the Soviet Com- 
munist Party Central Committee, de- 
scribed the BAM as a unique project, in 
terms of both its scale and complexity, 
and the human and technical re- 
sources employed. This giant scheme, 
begun 10 years ago, had rightly been 
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described as the "construction project 
of the century," he said. 

"The BAM has gone into operation, " 
Dolgikh went on, "but the construc- 
tion work continues." A wide range of 
measures has been drawn up to com- 
plete construction work over the next 
few years and put the line into perma- 
nent operation, including new stations 
and depots. 

"The railway is an artery of econo- 
mic and social life," Dolgikh said. "In 
the long term, it is seen as a communi- 
cations network linking ore deposits, 
industrial enterprises, cities and set- 
tlements." An area of 1.5 million km* 
of land adjoining the BAM is to be 
opened up, and the link with the ports 
of Vanino and Sovetskaya Gavan 
would improve trade with Asia. 


olgikh, who had earlier toured fac- 

tories in Bratsk, Zima and Angarsk 
(west of Lake Baykal), accompanied by 
the ministers in charge of the timber 
and chemical industries, went on to 
visit the opencast coalmine and other 
enterprises at Neryungri. not far from 
the northern end of the north-south 
"Little BAM" link with the old Trans- 
Siberian Railway, which is to be ex- 
tended northwards eventually to 
Aldan and Yakutsk. 

Soviet scientists and economists 
have been enthusiastic for many years 
about the mineral wealth of the BAM 
zone, which has deposits of coking 
coal, cryolite, iron ore, phosphates, 
molybdenum апа tungsten, plus 
enough tin to meet almost all the coun- 
try's needs — as well as gems, copper 
and titanium. But, it was only during 
construction of the BAM that the dif- 
ficulties became apparent. 

Most of the soils are permafrost, and 
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buildings must be insulated from the 
ground or they sink into it as the frozen 
ground thaws. Much of the zone isi 
earthquake-prone, and structures ape 
sometimes damaged and rivers change — 
their courses during tremors. The ch- © 
mate is extreme, with sharp changes Of 
temperature. All these factors add great- 
ly to the cost of development and the 5 
difficulty of retaining the workforce. 
Complicated geological conditions 2 
on the BAM are still holding up the 
construction of two tunnels, песе 
sitating unplanned bypasses on very 
steep gradients. At the still-unfinished? 
1.9-km Kodar tunnel, between Tak- 
simo and Chara, the thawing of perma 2 
frost caused the collapse of the tunnel m 
roof and held up work for five months, Wy 
At the site of the 15.3-km Severomuys- “J 
kiy tunnel between Uoyan and Tak- 3 | 
simo, about half the tunnelling has 4 
been completed but new difficulties Ж 
have to be faced early next vear. The E 
water level of underground rivers mast WW 
be lowered to reduce the pressure of 90 4 
atmospheres on a geological fault 1 
Over the next five years, heavy ine "| 
vestments will be required in road 
transport, power generation and 
transmission, the building industry 
and agricultural development in the — 
BAM zone. Prospecting for a number 
of mineral and energy deposits also is © 
to be completed. From the years 1990. — 
2000, it is planned to set up a big new © 
iron and steel industry centre in the” 
Soviet Far East, develop the coal and _ 
hydraulic resources of the zone and set. | 


up oil and natural-gas industries in the ` | 
Irkutsk region and the Yakut Au- 57 
tonomous Republic | 

Regional planning is based on 11 » 


“territorial-production complexes” 
and industrial centres, which, at pre- 
sent, are at various stages of develop- J 
ment. The South Yakut Kom- 
somolsk complexes, for example, аге 7 
under intense development. while the 

formation of the Udokan industrial 

centre, based on a rich copper deposit, 

will not begin until 1995. In the more | 
distant future, the new territorjal-pre- | 
duction complexes will form a chain of | 
self-supporting agro-industrial cen- 
tres. | 
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ib y Mohammed Aftab in Islamabad 
Pakistan's sixth five-year plan is in 
-M for a slashing. Funding problems, 
"flowing from the government's realisa- 
tion that it cannot permit "runaway 
axation" to continue, coupled with 
ang merchandise exports and 
'rseas remittances, have caused the 
| Fin ce Ministry to intervene. To 
та ake matters worse, foreign aid for а 
lost of projects is slow to come, and 
1o са! counterpart funds are also un- 
able. 
“The sixth development plan (1 July 
f 1983-30 June 1988)— was launched 18 
months ago, with a US$490 billion 
‘price tag. Its essential components 
were: Rs 210 billion (US$33.79 billion) 
" to be spent in the state sector; Rs 65 bil- 
on for expansion and development of 
né ationalised industries; a Rs 15 billion 
plan to develop depressed areas in the 
г north and tribal areas, and Rs 200 bil- 
lion to be invested by Pakistan's pri- 
"vate business. 
— The state-sector development pro- 
Е amme will bear the brunt of the cut- 
pack. It will be slashed 14.3%, reduc- 
ng the originally planned investment 
‘to Rs 180 billion, Finance Minister 
Ghulam Ishaq Khan has declared the 
F bs target to be "feasible and manage- 
able. 
— Planning Minister Mahbubul Haq 
will prepare a three-year rolling plan 
or the state sector to fit new financial 
- criteria. "We knew that there was too 
. much fat in the plan, and it was child- 
ish to insist on big public-sector 
_ spending while resources were not 
— forthcoming,” said one senior govern- 
À ment official. Public-sector spending 
E: envisaged a continuous increase 
taxation, which has gone on un- 
abated over the past several years. 
— Overall taxation rose 22% in 1982-83, 
over the previous fiscal year; by 24% in 
М 1983- 84, and another 11% in 1984-85 
- (the current fiscal year). 

While the economy was groaning 
under these rapidly rising taxes, and 
| uctive sectors were visibly hit, the 

Central Board of Revenue advised the 
_ government that it would not be pru- 

dent to go on with further tax rises. 
This realism was reflected in the na- 
tional budget for the current fiscal 
- (and national election) year. 

Signs of the present untenable situa- 
tion first became visible in the current 
year when: 

— » Gross domestic product rose only 
ү ў 4.6%, пої 6.5% as planned. 
» Farming-sector output fell, for the 
— first time in five years. 

. > Remittances fell 3%, after a 29% in- 





е € r 
‚- LI J 5 $ ۴ 
| Мыз»... 


= =. tl ie 


4 А МЕ 
Rm T 


ted means > > - 


«istan recognises that its sixth fivecyear plan is 
unrealistic, and looks to the private sector 


crease in 1982-83. (The plan 
had targeted a 10% rise in 
1983-84.) 

» Exports rose only 4%, in- 
stead of 8% as planned. 

» Instead of the targeted Rs 
33 billion, only Rs 29.14 bil- 
lion was invested in the pub- 
lic sector. 

» The first quarter (fiscal 
1984-85) inflation rose 5% — 
implying a 20% annual rate 
(though officials hope that it 
will slow down to around | 
10-11% by the end of the 
year). 

» The rupee, which had a fixed parity 
with the US dollar at Rs 9.9 in January 
1982, by mid-November had fallen to 
Rs. 14.82:US$1, accentuating infla- 
tionary pressures. 

Haq denies that the adoption of à 
three-year rolling plan will mean any 
deceleration in development. “It will 
inject flexibility [and] ensure an effec- 
tive implementation of the hard core of 
the sixth plan,” he said. The proposed 













SOR па infr { rüct ur Drol jects such » 
г ey t гоа rates te bae munications, 
rural services ‘and education in science 
and technology. _ 

The hope that a 6,5% overall growth 
for Pakistan would be sustainable dur- 
ing the lifespan of the sixth plan was 
founded on hopes of higher internal 

revenues, general growth 
Беа E of the economy as a result 

UM = of deregulation (which 
~ Ё did not come through) and 
A £larger farm outputs. But 
in the very first year the 
country switched from 
being a net exporter of 
cotton and wheat into a 
net importer.  Remit- 
tances, which were pro- 
jected to grow 10% a year, 
and rise US$3 billion in 
1982-83 to US$4.6 billion 
by 1988 actually declined 
in 1983-84 to US$2.8 bil- 
lion, while the prospects 
for 1984-85 are for remittances of 
around US$2.6 billion. 

The Planning Commission has asked 
the four provinces of Punjab, Sindh, 
Baluchistan and the North West Fron- 
tier to identify projects which can be 
dropped. This may be difficult because 
an estimated 70-80% of state sector 
spending is already committed to the 
continuing projects on an annual basis. 
Meanwhile, more than 70% of national 
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Growing anxiety 


Т aiwan's economic growth rate slow- 
ed to 10.9% in the third quarter 
from its breakneck 12.4% pace in the 
first half of the year. The trend is ex- 
pected to continue in the final quarter, 
with the government projecting an 
8.2%, rate. This would mean the econ- 
omy had grown a robust 10.9% for the 
whole vear. Economists have been pre- 
dicting lower rates as Taiwan's export- 
oriented economy follows the slow- 
down in its major market, the United 
States. 

Total foreign trade in August-Oc- 
tober dropped by US$1.1 billion, or 
7.6%, from the previous three months, 
Exports fell 7.9% to US$7.82 billion, 
while imports dropped 5.8% to 
US$5.52 billion. Compared to the same 
period in 1983, however, exports rose 
16.9% and imports 4.3%. 

The large trade surplus — US$2.3 
billion in August-October and US$7.4 
billion in the period January-October 
— continued to create both political 
and financial headaches for Taiwan. 
The US is pressing hard for faster ac- 
tion on lowering import tariffs and 
other restrictions on trade. The US' 
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trade deficit with Taiwan reached 
US$8.4 billion in the 10 months to Oc- 
tober, up from US$5.5 billion a year 
earlier, and is expected to top US$10 
billion by year-end. 

The island's: foreign-exchange re- 
serves continued to grow apace with its 
favourable trade balance, reaching 
US$16.2 billion by the end of October, 
up from US$13.7 billion at the begin- 
ning of the year. Foreign-exchange 
regulations require that most of this be 
changed into local currency, so the 
money supply also continued to grow 
rapidly. M1B increased 12% during 
July-September compared with a year 
earlier, while M2 was up 22%. Earlier 
fears that the increase in the money 
supply would create uncontrollable in- 
flationary pressures have eased as in- 
flation maintains its low rate of 
growth. The consumer price index in- 
creased 0.2 of a percentage point in 
August-October over the previous 
three months and was up only 0.7 of a 
percentage point from a year earlier. 
Economists are predicting that infla- 
tion will rise to 2.5% next year. 

The Achilles' heel of Taiwan's econ- 











very little for development. 

The Western aid pipeline is currently 
estimated at US$4.2 billion annually 
but part of it cannot be utilised be- 
cause matching rupees are not avail- 
able. There is nothing on the aid hori- 
zon to show that the situation will im- 
prove, 
` The shortage of rupee resources in 








implementing the sixth plan has been 


taken into account by planners, who 
decided to give a bigger role to private 


enterprise. The present gove 
genuinely committed to enlarg 
. role of private business, in sharp con- 
` 5trast to the previous regime. The plan 
expects private business to invest 
Rs 200 billion in a wide range of indus- 
try, infrastructure, services, transport 
and farming projects. Officials claim 
that private investment in 1983-84 was 
up 20%, over the previous year. The 
private sector is expected to invest 20- 
25% more during 1984-85, says Haq. 

Officials at government financing 
institutions and investment banks say 
loan disbursements during 1983-84 
were Rs 23.6 billion, compared to a 
target of Rs 26.23 billion, while the 
. target for 1984-85 is Rs 30.2 billion, 

This suggests that loans extended to 
private business are actually being in- 
vested, which is encouraging. n 














оту continues to be the lagging rate of 
domestic capital investment. Contrary 


to earlier predictions that the rate 
would pick up dramatically as busi- | 
nesses móved to cash in on the econo- 
mic boom, overall investment was up 
only 5.4% through the first three quar- 
ters. 

The picture for the private sector, 
which is projected to account for 58% 
of total investment in 1984, looks 
somewhat better, but is still not good 
enough. Private investment was up 
26% in the third quarter from a year 
earlier, and 22% for the first three 
quarters — but then, 1983 was a bad 
year for investment. The Council for 


`` Economic Planning and Development 


is predicting a smaller increase of 1: 


jo 






CAPITAL INVESTMENT" 
(NTS billion) 


1984 (whole year): 
Quarter | 
Quarter 2 
Quarter 3 
Quarter 4 


“Includes government, 
and the private sector, 
+Forecast. 

Source: Directorate-General of Budget. Ac- 
counting. and Statistics, Council for Econo- 
mic Planning and кечсе 
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sified company with extensive in- 
terests in vehicle manufacturing), sent 
a ripple of excitement through the 


An Indian entrepreneur s stockmarket raid | 
embroils the government and the courts 


By Meenakshi Behara in Bombay 
A 9 November Bombay High Court 

judgment invalidating Indian en- 
trepreneur Swraj Paul's controversial 
share purchases in Escorts (a diver- 


business community. 

The court upheld Escorts' conten- 
tion that registration of share transfers 
would be illegal. But it also delivered a 
seathing indictment of the role of a 
block of Indian financial institütions, 
par ticularly the Life Insurance Corp. 
( LIC), in trying to exert "illegal pres- 
sure" on Escorts "to secure the registra- 
tion of transfer of shares" in favour of 
Paul's Caparo group. 

The court went on to define the role 
of the financial institutions and lay 


down the guidelines along which their 


power should be exercised. But by 12 
November, without waiting for a de- 
tailed 350-page judgment, the LIC ap- 
pealed to the Supreme Court and man- 
aged to obtain a stay of the operation of 
the Bombay High Court judgment. 


in the fourth quarter, and 1985 will 
probably see a further decline in line 
with expectations of slower growth. 
The economic-growth rate for 1985 is 
projected at 8.5% 
The disappointing rate of capital in- 
vestment is raising widespread fears 
that Taiwan's future growth and its 
competitiveness in international mar- 
kets may be threatened if local iridus- 
try does not do enough to upgrade its 
plant and equipment. Flagging domes- 
tic investment also can be seen in the 
growing imbalance between deposits 
and loans in the banking system. At the 
end of September, deposits were up 
24% from a year earlier, while loans 
had grown only 11%. The conservative 
lending practices 6f Taiwan's bankers 
also are seen as a contributing factor in 
the growth of under-utilised capital. 
In an effort to strengthen incentives 
to borrow — and presumably invest — 
money, the financial authorities low- 
ered minimum interest rates on 23 
November by 0.25 of a percentage 
point for beth hoe and longer-term 
loans, to 8% and 8.5% respectively. 
The upper limits of 10% and 10.75% 
were not changed. At the same time, 
maximum interest rates for 1081 types 
d | 












































med р 
over. He had the sup 
section of the politic 
nexus. But he had om 
Reserve Bank of India 
sion under the Foreign Exc 
ulation Aet (Fera) онон er. 
aro group-of companies, in з 
held less thàn 60%, was not 
make the purchases under 
existing laws. | 

The Nandas acted within thei 
rights when thev refused to1 
share transfers in favour of 




















































fluence with the government. Tt 
р DE with, cla rified oH ik 





iene of i e bs NRIs could 
vantage of the portfolio in 
scheme. This prompted the 
and the board of Escorts to hrt 
issue to court, 


"which, with 
Bother financial institutions, 
52% of Escorts, served notice | 
vene an extraordinary ge oral 
(ЕСМ) of the compan, 
vamp the board and ensure t 
mained pliant. The Nanda las hà 
submitted to the board a pre 
the financ ial restrueturi Шр and 
of a subsidiary which would 
шелш the institutional shareho 
falling to slightly less than 3€ 

In addition, the Industrial 
ment Bank of India refused ta 
cept pre-payment of term loans є 
lier sanctioned. This gave it 
tial muscle in determining 
pany's affairs. 

This flexing of mi 
stitutions ipeo the corporat 
W jns had become used to virtual 


Д canwhile, the LIC 
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years s. L IC ended а ир: asa responde 
the Bombay High Court case, bu 
did not prevent the EGM being he! 
ne nine б о ош by. 
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ed the places, 
inst the Nandas. ЕУР 
е court decision was widely wel- 
d. Maintaining that compliance 
Fera was “mandatory,” the court 
2d that Paul's share purchases were 
rect contravention of Section 29 
Regulation 24.1 of Fera and the 
itions stipulated by the RBI circu- 
of April 1982 on portfolio invest- 
by NRIs. 

he clarifications issued by the RBI 
September 1983 permitted indi- 
ly held companies to invest on the 
ket, but the validity could not be 
pective, the court held. (Even as 
earing was in progress, the Nan- 
announced that the Caparo hold- 
company itself was owned not by 
1 but by a Swiss bank.) The court 
erved that Escorts was required by 
te to desist from registering the 
transfers and neither the govern- 

















arles Smith in Tokyo 

ne result of the strong showing by 
Japan's economy in the first half of 
that company profits may have 
out of the monotonous 


the second half of 1980. Wage in- 
ases paid by most Japanese firms in 

spring — combined with the ten- 
ney of local and central governments 


nese corporate profits tend to fall in 
: April-September half of the fiscal 
riod (ending March 31) and recover 
e following six months. 

he seesaw pattern has been re- 
every year since Japan's gross 
onal product growth rate began to 




















il shock. In the current year, fol- 
g an extremely impressive per- 

anceinthe six months to March, it 
{5 as if the seesaw may have failed 
o back down in the half ended Sep- 
ber. Almost all forecasts for the 
amber term point to a modest im- 
ent over the period to March, 






























ccording to the leading economic 
y, Nihon Keizai Shimbun, 588 
panies quoted on the nation's eight 
tock exchanges which had reported 
results by the third week of November 
registered an average rin 


profits of 8.3% over the March. 











inging off the seesaw 


panese corporate profits take an unexpected upward turn 
the workers' benefit, but the outlook for 1985 is less rosy 


aw" pattern they have followed - 


spend more heavily in the second | 
f of the fiscal year — mean that Ja- - 


down under the impact of the sec- _ 


ugh a few results are still to be re- | 


gain inrecurring 
Ove Е d 84 
level (in itself showing an increase of. 






NRI investor confidence. The "come 


| hither" approach on NRIs essentially 


sought to step up foreign exchange 
flows into the country and in that it 
seemed to have succeeded. 


АД ost of the inflow is in deposits with 

VE the annual inflow estimated to be 
around Rs 8 billion (US$672.7 million). 
The portfolio-investment scheme has 
netted an estimated Rs 390 million 
inclusive of Paul's. disputed pur- 
chases. Finance . Minister Pranab 
Mukherjee has reiterated publicly that 
the policies and incentives available to 
NRIs on their investments in India 
would continue. The court too, has 
held that the September 1983 RBI cir- 
cular on portfolio investment through 
indirectly held companies is valid. 


more than 45% over the September 
1983 term). Wako Securities, in. à sur- 
vey of firms quoted on the first section 
of the Tokyo Stock Exchange, found a 
roughly similar situation. 

Acording to Wako, profits of 397 
first-section companies (out of the 422 
that normally report in September) 
were 8.6% higher on average than in 
the previous six-month term. On aver- 
age, the same firms did 46.876 better in 
the March term than in the period 
ended September 1983. 

Neither the Wako nor the Nihon 
Keizai survey include the nine big elec- 
tric-power companies whose results 
come out later than most companies. 


| But, even allowing for a fairly severe 


drop in profits from electric-power 
generation (reflecting the impact of a 
weaker yen on the cost of imported 


fuel), Wako's analysts say they are con-. 


fident company profits will turn out to 


have risen modestly in the September 
term, when compared with the previ- 
ous half year. This situation contrasts 
with what most share analysts were 
expecting as recently as August (when 
Wako, for one, forecast a 2% across- 
the-board fall in industry profits). 

. The strong performance of indus- 
trial profits reflects the remarkable 
growth of Japanese exports this year as 
well as a boom in equipment invest- 


| ment by industry itself — partly in- 
| spired by the strength of exports. Indi- 


vidual sectors can cite Specific reasons 






Supreme Court. | 
The judgment has drawn attention 
to the provisions of the LIC Act, which 
does not authorise the takeover of a 
company by the LIC except for pro- 
tecting its investments. Yet this 
seemed just the purpose of the resolu- 
tion which the LIC moved at the EGM 


for a return to health. The steel indus- 
try ranks as the star performer in the 
September term with a 145% improve- 
ment over the March half. It sold more 
steel, at higher prices, in the first nine 
months of 1984 than in any year since 
1979, for reasons which include strong 
overseas demand (from the United 
States and China in particular) and à 
thriving domestic motor industry. 

In the motor industry itself, profits 
were up 21% in the half to September 
— thanks to the impact of a cheap yen 
on export profitability. Motor-indus- 
try results for the period, however, 
exclude Toyota — Japan's largest and 
most profitable maker which has done 
better than ever so far in 1984. So, the 
industry's overall performance may 
have been even better than the figures 
available suggest. | 
_A surprisingly strong performer in 
the September term was shipbuilding, 
with profits up 45% over March — 
though these gains were due in part to 
better results from the plant and 
heavy-machinery divisions, which are 
combined with shipbuilding in most of 















JAPAN'S CORPORATE PROFITS 









(Sir months ended Septe 






















Half ended. NINE 

- March 1881  . 157.02 
September 1981 131.58 
March 1982 | 154.45 
September. 1982 138.48 
March 1983 140.38 
-September 1983 122.78 
March 1984 179.00 








Note: The index covers all companies (other 
than banks; insurance companies and gas 
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: no mood for compromise. 


to remove nine of the total 15 directors 
on the Escorts board. 

The judgment went on to note that, 
therefore, the LIC could not act as a 
private shareholder would. Obviously 
the institutions are, despite their 
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by a marginal 1.6%, in part because of 
high imported raw-material costs — 
but pharmaceuticals were up 38%. The 
electrical-machinery industry, which 
has been a spearhead of Japan’s econo- 
mic growth for the past five years, put 
in another solid performance with pro- 
fits up 16.7% following a 23.6% rise in 
March. 


T: good performances registered 
by most Japanese industries in Sep- 
tember should be good news for Japan- 
ese wage-earners as well as investors, 
since companies flush with funds can 
be expected to be more generous in 
bonus and wage increases than those 
struggling to make ends meet. High 
corporate profitability is one reason 
why most forecasters expect a rise of 
more than 6*5 in this winter's year-end 
bonuses, compared with the 2.7% 
higher bonus paid out in December 
1983. 

The industry-wide wage negotia- 
tions that take place early in 1985 also 
should yield better results for labour 
than has been the case recently, given 
that profits are likely to continue im- 
proving during the second half of the 
current fiscal year. Higher wage 
awards and bigger bonuses should 
translate into a revival of consumer 
spending (until now one of the weakest 
aspects of Japan's economic recovery). 

But experienced analysts are hedg- 
ing their bets on this question. One of 
the more disconcerting trends noted 
recently in consumer spending pat- 
terns in Japan is that wage earners 
have lowered their propensity to 
spend, appparently in response to the 
increasingly attractive investment op- 
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me large shareholdings, es- 
sentially being reduced to non-entities 
in the companies they hold, 

In the early days of India’s post-in- 
dependence industrial growth, the in- 
stitutions were meant to provide ven- 
ture capital and support to private in- 
dustry. Today these institutions hold 
50% of the shares of 27 major com- 
panies. They have served the govern- 
ment well in directing private invest- 
ment into priority areas more by the 
persuasive skill of the vast resources at 
their command, than by direct inter- 
ference. Reducing them to “virtual 
spectators," as Paul sees it, will no 
doubt be welcomed by captains of In- 
dian industry. But will the government 
allow that? 

Even if the Supreme Court were to 
concur with the Bombay court, the 
government still has the power to 
amend thestatute through appropriate 
legislation. This was probably what 
Mukherjee had in mind when he said to 
newsmen after the court decision: "It is 
the job of legislators to legislate and 
it is the job of the judiciary to inter- 
pret." п 


portunities- yielded by the liberalisa- 
tion of the country’s financial system. 

What happens to company profits 
after March 1985 is the question on 
which many analysts are now focus- 
ing their attention — and here the 
answers look far less reassuring. The 
reduced growth rate of the US econ- 
omy, coupled with the first rumblings 
of discontent from American business 
about this year’s spectacularly sharp 
rise in Japanese exports, indicate that 
the Japanese exports which boomed in 
1984 could slump in 1985, with dire ef- 
fects for some of the industries con- 
cerned. 

US demands for voluntary export 
restraint could hit the steel industry 
particularly hard in 1985. A levelling- 
off in American demand for video-tape 
recorders (VTRs) and other home 
appliances could be equally bad news 
for the electronics industry. Extremely 
high unsold inventories of Japanese- 
made VTRs in the US already presage 
trouble, though optimists hope that 
part of the stock may be unloaded dur- 
ing the Christmas buying spree. 

Signs of trouble in the US market, 
coinciding with less-than-favourable 
conditions elsewhere (particularly in 
Southeast Asia where the steel indus- 
try expects more competition from 
South Korean steel diverted from the 
US) means that Japan certainly cannot 
hope for a continuation of 1984's pre- 
dominantly export-led growth in 1985. 
Thus, Japan must also face up to the 
likelihood of a resumption of the old 
"seesaw" pattern in company profits. 
The good news is that profits will be 
declining from much higher levels than 
in the past — and that some of the extra 
money may have found its way into the 
pockets of wage earners. п 
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no fire? 
A tale of two cities, 


three men, one company 
and innumerable rumours 


By James Bartholomew in London 


© umours, counter-rumours and 
denials have been flying thick and 
fast over the possible sale (or is it a pur- 
chase?) of a block of shares in the 
nouveau pauvre “princely hong" — 
Jardine Matheson & Co. The charac- 
ters of this story (or rather stories) are 
among the richest and most famous in 
international finance. 

The first group is the Keswick fami- 
ly, which has retained a near-feudal 


control of Jardine Matheson despite ^ 


being minority shareholders. Simon 
Keswick is the boss of the company in 
Hongkong, but his brother and one- 
time Jardine chairman, Henry Kes- 
wick, is also a potent influence from 
his base in London. 

Next comes Jacob Rothschild, a star 
financier in London and the United 
States in recent years. His company is 
Charterhouse J. Rothschild, a financial 
conglomerate which grew out of à 
number of takeovers and mergers, 
Jacob fell out with other members of 
his famous family some years ago — 
but has done very well on his own. 

Last, and most famous of all, is Sir 
James Goldsmith — a man with a col- 
ourful personal history and some 
major financial coups of his own, most 
recently in the US with Jacob 

They all know each other personally 
— in fact, the Keswicks and Jacob 
are said to be very close. Jacob plays 
tennis with Simon Keswick. Henry, 
being of more substantial build, is no 
longer in good shape for tennis but he 
is friendly with Jacob all the same. 
Meanwhile, Jacob is also evidently on 
good terms with Sir James 

With the characters established, the 
plot goes like this: the Keswick family 
are willing sellers of the family heir- 
loom of shares in Jardine Matheson at 
a price of HK$11 (US$1.41) a share, or 
perhaps a bit more (against the current 
price of HK$8.60). Jacob and Sir James 
are lining up a consortium to buy a 
controlling interest in the company. 

If they get control, Jacob will take 
the financial services, notably the suc- 
cessful Jardine Fleming Holdings mer- 
chant bank, and Sir James will get the 
industrial and commercial interests. If 
the coup is opposed, then they might 
sell out to whoever opposes them — a 
tactic which they have used before, to 
their mutual profit. 

This exciting story has a few holes, 
In the first place, there is not a shred of 
evidence to support it. In the second, 
there are a few denials. In the third, 
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company's shares 

The stories starte 
because the тееп men — Henry Kes- 
wick, Jacob and Sir James — were seen 
in. London togethers(another "version 
puts them in Hongkong). Adding fue! 
to the flames were alleged purchases in 
Jardine Matheson by its associate, 
Jardine Fleming. A few more logs were 
tossed in when W. I. Carr (Overseas), 
once known as a broker for Sir James, 
also bought shares in Jardine Mathe- 
son. Charterhouse J. Rothschild fan- 
ned the flames by buying shares; too. 

The REVIEW has been able to confirm 
that W. I. Carr and Charterhouse 
J. Rothschild have indeed bought Jar- 
dine Matheson shares recently. But 
W. I. Carr only bought 300,000 on the 
day it was meant to have been a big 
buyer, while Charterhouse only bought 


Bank profits fall 


All but one of Japan's top five city 
banks suffered substantial falls in 
operating profits before securities 
transactions in the six months ended 
30 Sept., compared with the same 
period of 1983. The exception was 
Dai-ichi Kangyo, the largest of the 
five, which increased its profits by 
8.5% to ¥53.49 billion (US$217.88 
million). Dai-ichi Kangyo moved up 
from fourth to second place in the 
profit-league table as a result of its 
good performance. 

The poor profit performance of the 
city banks reflected extremely heavy 
competition which shaved margins 
both inside and outside Japan. An ad- 
ditional squeeze on margins resulted 
from the drop in prime lending rates 
which followed the October 1983 cut 
by the Bank of Japan (the central 
bank) in its discount rate. There 
was a time lag between the lower- 
ing of lending rates and of deposit 
rates. 

Sumitomo Bank held its position as 
the most profitable Japanese bank 
for the seventh successive half-year 
term, despite a 20.8% fall in profits 
before securities transactions to 
¥64.9 billion. Dai-ichi Kangyo's 
good results reflected an expansion 
in revenue from international opera- 
tions, in contrast to lower overseas 
revenues earned by Sumitomo, Fuji 
and Sanwa. Dai-ichi’s domestic 
funding position also improved as a 
result of healthy deposit growth. The 
sharpest fall in operating profits be- 
fore securities transactions was re- 
ported by Sanwa (down 25.6% to ¥41 
billion). Mitsubishi Bank's profits 
were down 9.5% to ¥51.9 billion 
while Fuji Bank's earnings fell 24.7% 
to ¥49.4 billion. — CHARLES SMITH 
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be left out, the other side of the fani 
— N. M. Rothschild, the (merchant 
bank — also denies itis up to anything. 
And W. I. Carr says that its association 
with Sir James was some years back 
and they have. not been in touch re- 
cently. 

The only straw for those who hope 
there is a fire providing this fragrant 
smoke is that the London office of Jar- 
dine Matheson says “no comment" and 
Sir James, telephoned at his Paris of- 
fice, has not, in the short time avail- 
able, returned the REVIEW's call. Some 
people have certainly done well from 
the run-up in the share price created 
by the story. But whether the story is 
fact or fiction, it sure beats watching 
TV. ü 





Healthy trading 


Japan's top five trading houses all 
achieved higher sales in the half-year 
to 30 Sept. amid rising domestic de- 
mand and a recovering United States 
economy. Recurring profits of all five 
rose by healthy margins except for 
C. Itoh and Co. which recorded a 6.7% 
drop. Sumitomo Corp. for the first 
time overtook Marubeni Corp. in 
sales to occupy the fourth slot. 
Mitsubishi Corp.'s recurring profit 
stood at ¥22.3 billion (US$91.6 mil- 
lion), up 12.1%, on sales of ¥7.9 tril- 
lion, a rise of 10.9%. Mitsui and Co. 
followed with sales of ¥7.1 trillion 
(up 4.8%) and a recurring profit of 
Y 15.9 billion (up 16.2 %). C. Itoh and 
Co.'s sales rose 6.8% to ¥6.7 trillion 
with recurring profit at Y11.6 billion. 
Sumitomo Corp.'s sales of ¥6.3 tril- 
lion (up 11.8%) compared with Maru- 
beni's ¥6.1 trillion (up 8.7%). Its re- 
curring profit stood at ¥22.4 billion 
(up 8.8%) against ¥11.8 billion (up 
22.1%) for Marubeni. Mitsui and 
Co.'s dramatic 40% drop in net profit 
to ¥3 billion over the period is attri- 
buted largely to losses on its Iranian 
petrochemical project. — BRUCE ROSCOE 


Lingui's heady harvest 


Exceptionally strong palm-oil prices 
plus increased yields more than 
quadrupled Malaysia's commodity- 

based Lingui Development's pre-tax 
earnings to a record M$3.5 million 
(US$1.46 million) for the year ended 
30 June. But, recognising that the 
fluke prices might not hold at their 
current high levels, Lingui chairman 
Teo Ah Khiang looked to the com- 
pany's Industrial & Commercial In- 
surance (M) Bhd (ICIMB) subsidiary 
to contribute a greater share of earn- 
ings in the current year. ICIMB plans 
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to open branches in Ipoh, Kuantan, 
Johor Baru and Penang soon. At the 
same time, it expects continued strong 
commodity earnings as the greater 
maturity of Lingui's palm plantings 
translates into further yield improve- 
ments. — LINCOLN KAYE 


Oil bonanza 


Net income of Philippine Overseas 
Drilling and Oil Development Corp. 
jumped seven-fold to P30.65 million 
(US$1.53 million) for the year ended 
30 June from the comparable 1983 
period. It is the only local company 
with stakes in all three producing 
wells in the Philippines — Nido, Cad- 
leo and Matinloc, all off northwest 
Palawan in west-central Philippines. 
Gross revenues mainly from shares in 
oil production increased to P141.36 
million from P111.15 million, or 27.2 
"e, wher eas costs and expenses dip- 

ped 3.4 % to P93.95 million from 
рот. 24 million. — LEO GONZAGA 


AGC gains 


Australia's largest finance company, Ў 


Australian Guarantee Corp., has re- 
ported profits of A$100.1 million 
(US$84 million) in the year to 30 
Sept., an increase of 14.795 on the 
previous year. Directors said they ex- 
pect continued real profit growth in 
the current year, as fresh competition 
would be felt only after entry of new 
banks to Australia which is un- 
likely to happen before the second 
half of 1985. 

Owned 76.8% by the Westpac 
banking group, Australian Guaran- 
tee benefited from the first full year 
of use of assets acquired in the take- 
over of General Credits. This offset a 
general squeeze in profit margins due 
to falling lending rates and high 
liquidity. — HAMISH McDONALD 
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period to 26 Nov. Elsewhere in Asia, Malà 
stantial lost ground. The Philippines; hit 
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NI EW ZEALAND extended its heady gains дит ar 10% rise in value over the 
sia and Singapore managed to recover sub- 
y a decline in mining fortunes, suffered a 


severe drubbing, while Taiwan also did not fare well. 





3KONG: Prices picked up steadily 
1 1 throughout the period on the back of prospects of 
ther cuts in interest rates. A surge in buying of 
fer dine Matheson shares fuelled rumours that 
out Isideinterests were positioning themselves for 
xeover. The Hang Seng Index put on nearly 
jo; | points on the period to close at 1,113.96. Daily 
er + turnover rose to HK$173.02 million 
2218 million). Jardine Matheson led the 
$ with a HK$1.05 increase over the period 
iK$8.75. 
aa a Т 
NUS КАША: Prices drifted downwards on 
cklustre trading through the period with oil 
hd "gas stocks holding up the resources stocks 
ini ially in reaction to exploration and takeover 
герс orts. Markets failed to react to the 23 Nov. 
surge on Wall Street, and took a sharp drop on 26 
Nov. Industrials were regarded as fully priced by 
investors after their record run, with the All-In- 
du: trials: Index dropping by 12.4 points 
over the period to 1,109.1. The All-Resources 
dropped by seven points to 499.8 as weakening 
M world oil prices damaged a major component, 
and the Australian All-Ordinaries Index closed 
9.4 points down at 765.5 for the period. 


T ZEALAND: А burst of enthusiastic buy- 
ing from private investors sent the New Zealand 
market to a new high. The recent budget intro- 
duced additional income tax on many pensioners 
who have as a result been switching heavily from 
fixed-interest investments into equities. On 23 
Nov. ACI announced a bid of NZ$3 (US$2.03) a 
share for all the AHI shares it did not already 
hold. Several rumours of takeover activity also 
ielped to move the leaders that day along at a 
tracking pace that saw the market's largest ever 
0 Eas movement of 61 points. At period's end, 
th e market tone was slightly easier. 













SE EOUL: While trading activity thinned to 9.7 
illion shares on average, prices edged forward, 
b inging the index to 133.78 — an increase of 
1.39 points over the previous period. Encourag- 
з words from the government on the state of 
н « e national economy appeared to allay worries, 
nd growing optimism regarding the upcoming 
ecision by the United States Department of 
ommerce on anti-dumping fines on South Ko- 
^an colour TV exports helped electronics shares. 
Machinery gained the most, up 4.27 points, fol- 
owed by electronics, up 3.46. Poor performers 
included mining and beverages. Samsung Elec- 
tronic Devices scored the largest gain, up Won 
14 19 (18 US cents). 


$ JAPURE: The market scored its strongest 
gains since July, with Fraser's Industrial Index 
ima 192.46 points to close at 4,549.40 on ris- 
ome: Observers reported nervous short- 
бе» covering their positions a week ahead of 
: th e new settlement period in the face of a wave of 
bargain hunting. Daily turnover averaged 10.5 
- million shares (compared with 11.5 million pre- 
_ viously), Institutional investors were reportedly 
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testing the waters. But it remains to be seen whe- 
ther the long-awaited turnaround is at hand. 


KUALA. LUMPUR: After a hesitant start, the 


market rebounded to score a.106.43-point gain — 
its biggest in nearly four months — with Fraser's 
Industrial Index closing at 3,079.42. Prospects 
for easier liquidity bolstered sentiment, as the 
central bank reportedly pumped M$500 million 
(US$208.33 million) into the banking system. 
Daily turnover averaged 7.3 million shares com- 
pared with 6 million previously. 


TOKYO: Trading thinned further and the 
number of shares which changed hands hit 179 
million, the lowest since August. Daily trading 
volume was down to an average of 259.4 million 
shares. Prices failed to sustain the gains made on 
the previous _ period and closed at 11,162.96, a 
loss of 121.25 points. Consumer electricals lost 
ground on the back of forecasts of a slowdown in 
the United States economy, though a few 
medium-sized and small electrical shares gained 
on reports of new technological development. 


MANILA: Only 174.23 million shares valued at 
P12.57 million (US$628,500) changed hands. 
The mining index dropped 64.79 points to 761.53, 
the biggest decline for a five-day period and the 
lowest for the index this year. This was mainly 
due to a seven-centavo depreciation in Benguet 
Exploration, which more than offset a modest 
gain by Atlas Consolidated and the steadiness of 
both Lepanto Consolidated and Philex Mining. A 
weakening San Miguel and Stanford Microsys- 
tems, the latter despite good earnings, pulled 
down the commercial-industrial index 0.20 of a 
point to 110.72. 


TAIPEI: After a brief rally in the previous 
period, the market resumed its decline, falling 
18.81 points to close at 797.80. The 23 Nov. an- 
nouncement of a 0.25% drop in interest rates 
failed to affect the market. Investors were more 
concerned with the continuing financial difficul- 
ties at several companies, and an announcement 
by the Council for Planning and Development 
that the September Economic Indicator Light, 
which indicates the overall direction of the econ- 
omy, had been changed from green to yellow to 
take into account a newly revised (and lower) in- 
dustrial production index. Average daily turn- 
over was NT$471 million (US$11.78 million). 


BANGKOK: Despite increased profit-taking, 
share prices generally managed to hold their 
ground. Blue chips shouldered the brunt of pro- 
fit-taking. However, the prevailing confidence of 
big investors in mid-session was enough to sup- 
port the market. On the last trading day, ad- 
vances and declines were locked in a 20:20 tie 
with 52 others unchanged. The Book Club Index 
posted a slight gain of 0.23 of a point as it closed 
at 124.92, Volume amounted to 4.3 million shares 
worth some Baht 278.7 million (US$10.3 million) 
or a daily average of some Baht 55.7 million. 
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Ampoi Exploration 28! 15 3 
Ampoi Petroleum 162 05 4 
ANZ Bark 525 13 5 
Australian Conn ind 1 А3 71 ө 
Australian Guarantee 2.85 47 > 
APM 226 22 5 
Boral 321 24 4 
Bougainville 1.82 -62 3 
Brambles Ind 341 45 ^ 
BHP 10.73 09 > 
Burns Philp 3.90 -03 a 
Carton United Brewery 330 09 э 
Coles GJ 409 17 LI 
Comaico 244 36 а 
CSA 307 06 5 
Duniop Australia 186 - 5 
Elder Smith GM 348 15 5 
Hardie J 3.32 03 e 
Herald & Weekly Times 353 179 5 
ICI Australia 211! 09 7 
Lend Lease Corp 5.45 25 5 
MIM Holdings 263 64 LI 
Myer Emponum 1.68 61 e 
North Broken Hill 226 04 2 
Pako Wallsend 527 24 a 
Proneer Concrete 17 24 е 
Santon 632 05 * 
Smith H 373 18 g 
Thomas Nabonwide Trans 1.85 :22 e 
Western Mining 331 06 € 
Westpac 3.89 13 [3 
Woodside 1.16 17 
Wnoorhs ? 68 1.1 $ 


Hang Seng Index 
20 Nov. 1,072. 
21 Nov. 1,084. 
22 Nov. 1,087.8 
23 Nov. 1,096. 
26 Nov. 1,113.8 
Change on week +4.34 
26Nov. change 
HKS onweek yi 
Assouated Hotets 041 +25 
Anas Ind 350 +29 
Bank ot E A 22 40 +32 
Cheung Kong 9.05 +65 
China Light Ex Al 12.40 -244 
Comic 059 -17 
Evergo 153 +07 1 
Р E Consortium 0 365 -14 
FE Hoteis Ex Ом 0 BB +375 
First Pac Holds 240 =- м 
Great E agie 0 40 — 
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11,237.40 
11,162.96 
~ 107% 
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Fraser's Industrial Index 


20 Nov. 
21 Nov. 
22 Nov. 
23 Nov. 
26 Nov. 


Change on week 
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In the very heart of Taipei 
lies a haven of Old World 
elegance and sophistication. 
Hotel Royal Taipei. 
It's large enough to meet your every need, 
but small enough to 


provide the personalized service 
that makes a stay a memory. 
So escape into the world of 

Taipei’s newest hotel. And find 


out how nice a touch of Europe can feel. 





V h ^ а » 
24 hôtel royal taipel 
37-1, Section 2, Chung Shan North Road, Taipei, Taiwan 
Tel.. 542-3266 Telex. 23915 Cable. ROYAL HTL 


JAL HOTEL SYSTEM International 




















| For information and reservations, please contact the 
| nearest Japan Air Lines office or Japan Asia Airways office. 





WWF Kojo Tanaka! BCL 


The 
Giant Panda 
needs your help 
to survive 


ONE every eighty to a hundred years the 
bamboo forests in China’s Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

А team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 


The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 





If you're planning to do business in Germany, 
you should look for a bank that understands 
a bit more than just German business. 


You need an international bank that's at 
home in Germany. A bank that can not only 
help you with the complexities of the German 
market, its laws and regulations, but can also 
appreciate the implications for your interna- 
tional business. A bank that's large enough 
to offer you all the financial services you 
need, yetflexible enough to produce detailed 


solutions to specific national problems. 
We are Germany's second largest bank, with 
1,000 domestic branches, and over eighty 
offices worldwide. After being in international 
business for more than a century we work for 
about 100,000 companies. We can offer you 
a profound knowledge of German business 
- and a bit more. 


pom 


f the leading ! 
ner Bank AG 

Office: Frankfi 
ı: Hong Kong, 


Dresdner Bank 








In pursuit of profits 











Not long ago, most industrial weaving was done with mechan- 
ical shuttles. Today, exciting new technologies are moving 1n. 

This is the story of how an advanced engineering | 
company called Atlas Copco helped a German textile plant 
step up production and sell something besides cloth. 

If you're concerned with company profits, this story could 
relate to you, too, no matter what industry you're in. 


THE INVISIBLE SHUTTLES 
OF LATHEN. - 











Lathen is a small German town 20 
kilometers from the Dutch border. 

Most visitors come here to study 
the Transrapid test project. This is the 


fastest train in the world, designed for 


shuttle traffic at speeds close to 400 
km/h. 

)ut here you can also study ап 
other kind of shuttle traffic — maybe not 
as spectacular, but at least as fast and 
efficient. It takes place in one of Nino's 
textile plants. 

Next to the textile plant vou can 
also see the pride of the community: the 
municipal sports hall with its olympic- 
size swimming pool constantly heated to 
26°C. 

What you can't see, however, are 
the 500 meters of insulated steel pipes 
that connect the plant and the pool. 
That's because the pipes 
are buried five feet under- 
ground. 

They're the result 
of some innovative think: 
ing that nets the Ninocom- 
pany a considerable extra 
profit each month and 
helps the town of Lathen 
save money, too. 

Weaving with air. 
Nino A.G., with 3,750 em- 
ployees, is a textile com- 
pany that specializes in 
making fabrics for all 
kinds of garments. 

They're well known 
in the business for their 
patented Flexmantel rain- 
coat fabric. About half of 
their production 15 ех: 
ported. 

Some years ago, 
the Nino company ex 
panded their operations 
and built a new mill at Lathen. A mill 
so modern that its looms don't even 
have shuttles. Instead they use air jets. 

An air jet loom ts three times 








faster than a conventional loom. 
So today, the 65 air jet looms in- 
stalled in the Lathen plant produce 
500,000 running meters of fabric 
every month. That's enough for 
100,000 shirts or 200,000 raincoats. 

Well soon put the swim- 
ming pool into the picture. But 
first, let's take a look at the com- 
pressors that make it all possible. 

The oil villain. 
To power their jet looms, Nino needed a 
reliable, heavy-duty compressor. 

The main prerequisite was clean 
air, absolutely dry and oil-free air. Other 
wise they would run the risk of clogged 
nozzles and costly production halts. 

In an ordinary compressor, some 
lubricating oll always vaporizes, and 
no device in the world can guarantee 





After installing their new compressor, Nino 
cut their consumption of heating oil by 
99%. And started selling excess energy to 
the community to heat the nearby swim- 
ming pool to a comfortable 26°C. 








complete and 
continuous filtering of these fine par 
ticles. That means vou can get oil 
contaminated air In direct contact 
with your fabric in a mill like Nino's. Or 
with your beer, in a brewery. Or with 
your medicine, ina pharmaceutical com- 
pany. (To say nothing about the health 
risks the personnel run by inhaling this 
air.) Now Atlas Copco has a remedy 
for this: a rotary screw 
compressor called ZR, 
machined to such fine 
tolerances that vou run 
it with dry compression 
chambers. 

Because there’s no 
metal-to-metal contact be- 
tween the screw elements, 
there's no need for lubrica- 
tion. And, no lubrication, 
no oil contamination. 

Nino had bought 
Atlas Copco equipment 
earlier for another plant 
and were already con- 
vinced of Atlas Copco's 
quality. According to them, 
this was therefore an easy 
purchasing decision. 

Together with their 
technical staff, Atlas Copco 
designed an installation 
that included an air drver, 
a special intercooler, and 
an electrically powered ZR compressor. 

Who is this Atlas Copco? 
Ву now you may be wondering, "What 
has all this got to do with me? I'm not 













Weaving with compressed air is three times 
faster than conventional weaving with 
mechanical shuttles. Butit takes 
absolutely dry and oil-free air tı 

make it possible. 
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he dead child lay sprawled in the 

middle of the road; the bus pas- 
sengers, too stunned to do anything, 
stood around motionless. “It’s a good 
thing that driver had plenty of pas- 
sengers," said the Chinese guide. 
“Otherwise the local people would 
attack him — maybe kill him." 

The bus, carrying Chinese excur- 
sionists, evidently had skidded on the 
grain laid out to dry on the road, and 
was unable to stop when the child 
dashed into the vehicle’s path. 
"We've tried many times to tell them 
not to dry their grain on the road, but 
they won't listen," said the guide. 

Grain on the roads is a common 
enough sight in most rural areas of 
China in the autumn, but is especially 
common in mountainous Guizhou 
province, where flat space to build 
threshing floors is not so easy to find. 

The minority nationalities who 
farm and pursue handicrafts around 
the provincial capital used to be 
fierce and warlike. The Miaos, found 
in many parts of southwest China and 
Southeast Asia, are famed for their 
archery as well as their free-and-easy 
approach to sex. 

Despite optimistic official pro- 
nouncements about progress among 
the Miao and the Buyi — the major 
minority groups in the province — it 
is clear to anyone visiting them that 
they are backward, clannish, poorly 
educated, and probably still quite 
fierce. Security is very tight for 
foreign visitors only a few 
miles from Guiyang (the 
provincial capital), and 
police turned the excur- 
sion group back at a small 
town filled with friendly 
and harmless members of 
several minority groups. 

At one village about 
100 miles from Guiyang 
— the only relatively re- 
mote place on the itiner- 
ary — the group was mob- 
bed by children, mostly 
boys, suggesting either a 
high incidence of female 
infanticide, or unwilling- 
ness on the part of the 
villagers to let their girls 
be seen by strangers, or 
both. 

The villages, though 
poor, are neater and 
cleaner than rural Han 
villages, and natural 
cesspool systems greatly 
reduce the stink of the 
latrines which is such a 
bane among the Hans. A 
senior official concerned 
with research into minor- 
ity races said work had 
been badly disrupted by 
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Buyi peasant; Miao woman: optimistic pronouncements. 


the Cultural Revolution — the Gang 
of Four looked down on non-Han 
minorities and Mao’s widow Jiang 
Qing, now serving a life term, tried to 
ban their colourful and elaborate 
costumes, it is alleged. 

A big problem facing the provincial 
government now is the identification 
of minorities and the disallowing of 
false claims of membership of minor- 
ity races, the official said. For in- 
stance, some minorities had been so 
integrated with the Hans that they 
no longer consider themselves dis- 
tinct. By contrast, some Hans had 
claimed minority status, either be- 
cause they had married Miao or Buyi 
(or perhaps because they could enjoy 
special privileges, such as exemp- 
tions on cotton rationing and a more 
free-and-easy birth-control policy). 


here is a lot of talk among officials 

about the progress of education 
among the minorities, but it 1s all re- 
lative. Despite the tokenism of hav- 
ing a Miao as governor of the pro- 
vince, even ele- 
mentary schooling 
for minorities is 
very poor and the 
Miaos do not have 
a workable writing 
system. (The Buyis 
do, but tend to use 
Chinese characters 
as they are more 
practical.) 
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A middle-aged Han engineer еп- 
countered on a train outside Guiyang 
seemed astonished to be expected to 
know anything about the minorities 
at all. He said they were very back- 
ward, as far as he knew, and of course 
his institute did not employ any, be- 
cause none were qualified. 

A foreign teacher at the local lan- 
guage institute said only a very small 
number of minority students were 
trickling in. The engineer, when 
asked whether he thought minorities 
should be given better educational 
facilities, said: 
"There's a minority in- 
stitute in Peking where 
they can study." This 
would hardly help very 
many. The guide said 
the minorities were 
very sensitive to Han 
prejudices to the effect 
that they were dirty 
and barbaric, and if 
one ate with them, one 
must try everything, 
however revolting, 
otherwise they would 
be offended. 

One odd feature in 
Guizhou is the exist- 
ence of a Han minor- 
ity — known as the 
Old Han Race — who 
dress in Ming Dynasty 
costumes and live in 
their own small communities. They 
are the descendants of Ming soldiers 
and courtiers who accompanied the 
dynasty's last surviving prince to 
take refuge in the province following 
the Manchu conquest of the rest of 
China from 1644. 

Officials say that the "love-hut" 
which enshrines Miao sexual prac- 
tices no longer exists, but this is hard 
to believe when the minorities seem 
so little subservient to the Hans. 
Young men and women traditionally 
court each other by singing and have 
premarital intercourse either with 
each other or en masse in the love- 
hut. A girl may stay at home with her 
parents after marriage for up to five 
years, only visited occasionally by 
her husband, and this custom con- 
tinues. — DAVID BONAVIA 
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Separate states 


Dewi Fortuna Anwar’s letter [15 Nov. | 
deserves to be answered. My letter [13 
Sept.| was not intended to insult any- 
one. However, it should be pointed out 
that her simplistic statement that "if 
each ethnic group is to be independent 
there will be hundreds of small states 
in the Indonesian archipelago," was 
very misleading and unfair to the mil- 
lions of non-Javanese people whose 
right to self-determination has been 
usurped by the Javanese 

The Dutch East Indies, now "In- 
donesia," comprised seven major is- 
land groups — Sumatra, Borneo, the 
Celebes, the Moluccas, West Papua 
[Irian Jaya], Lesser Sundas and Java 
populated by different nationalities 
and races. At one time or another each 
of these island groups had a state of its 
own. This number is not excessive: the 
distance from the western to eastern 
borders of Indonesia is equal to that 
from Lisbon to Moscow where there 
are 25 independent states 

In fact, Anwar's "explanation" was 
the standard propaganda of the 
Javanese colonialists justifying their 
rule over the non-Javanese people and 
islands. It was a mindless proposition 
for Javanese colonialism 

As for Mohammad Hatta, Yamin, 
Salim, Natsir, and other Sumatran 
politicians living in Java and par- 
ticipating in Javanese politics, they are 
most likely to be looked on, in the fu- 
ture independent Sumatra, as unpat- 
riotic or, at best, naive expatriates who 
agreed to sell out their homelands’ in- 
terests to the Javanese in exchange for 
meaningless ceremonial posts in the 
Javanese cabinet. 
Stockholm P. АСАМ MASEN 


Figuring it out 

Shim Jae Hoon [4 Oct.| states that 
"South Korea's gross national product 
is 5.3 times that of the North and its per 
capita income stood at US$1,880 last 
year against the North's US$760." 

Presumably he is reproducing, with 
(for him) unusual credulity, the figures 
for North Korean GNP produced by 
the National Unification Board in 
Seoul. In fact these figures аге widely 
discredited, including by more serious 
Seoul-based analysts such as those in 
the Korea Development Institute 
Since North Korea operates multiple 
exchange rates, which can diverge by a 
ratio of up to 3:1, it all depends what 
dollar-conversion rate you choose for 
the North Korean won. 

The World Bank's 1984 World Deve- 
lopment Report, while not providing a 
figure for North Korean GNP per 
capita as such, ranks North Korea in 
such a way as to suggest a figure of 
around US$1,650 (compared with 
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South Korea’s US$1,910). Given that 
South Korea has double North Korea’s 
population, this suggests a ratio of 5:2 
rather than 5:1 between southern and 
northern aggregate GNP. 

Whichever way you look at it, of 
course, South Korea is still ahead. But 
it is to be hoped that the current pros- 
pect of economic talks between the two 
Koreas will lead, inter alia, to each side 
refraining from their usual tendency to 
persistently downplay the strength of 
the other's economy. Both Koreas have 
a lot to be proud of in their economic 
development. 


Leeds, England AIDAN FOSTER-CARTER 


The Malaysian hiatus 


Is it not about time vou let vour readers 
know what is the real or imagined 
quarrel between the REVIEW and the 
Malaysian Government? The magazine 
is being released here nearly a month 
after its publication date. What is the 
hiatus due to? 

We are told the censors must have 
more time to scrutinise the REVIEW so 
that polluting ideas and undesirable 


| thoughts can be expunged. To tell the 


truth, I could find nothing polluting 
nor undesirable in its content, and I 
think the government's reason is a lit- 
tle hard to believe. (If, however, they 
are intent on  scrutinising the 
magazine, they might consider a 
speed-reading course.) 

However, another reason could be to 
delay the REVIEW's distribution for as 
long as possible so that local readers 
will get frustrated and switch to a local 
publication. 


Petaling Jaya K. C. LEONG 


What's in a name? 

Paisal Sricharatchanya, in his article 
about the revision of the Securities Ex- 
change of Thailand (SET) Act [22 
Nov.] mentions the recent changes 
brought in “to plug loopholes over- 
looked in the hurried process of setting 
up the stockmarket." He seems to have 
forgotten that before the SET was set 
up, there had existed, for many years, 
the Bangkok Stock Exchange (BSE). 
The BSE was formed as a private com- 
pany by farseeing individuals — both 
resident and living overseas — and it 
was the first such institution in Thai- 
land to create a proper market for the 
public to buy and sell shares. Its more 
active members had a good deal of ex- 
perience in stockbroking, but when the 
SET was formed, the BSE was forced 
to cease operations; and I cannot recall 
that any of its members were ever con- 
sulted in drafting the SET Act of 1974. 
No wonder the SET is in such a parlous 
state today. 

The SET has merely been looked 
upon by the general public as another 
venue for gambling. There used to be 
wild scenes when every clever house- 
wife with her handbag bursting with 
money was able to make a daily kill- 


11 r^c necp ^na FANT ACTIONS FONSI ares mmm mas 










The shape of 
excellence _ 


| 
f ia^ \ 
= > 
^ І 


I oe 

pln Haig s Ce 
“tillers. Пока 

Є... ,rcotland | 


SUPERIOR DE LUXE SCOTCH WHISKY 


John Haig & Co Ltd 


MARKINCH-SCOTLAND 










Editor: Derek Davies 
= Deputy Editor: Philip Bowring 
gional Editor: David Jenkins; 
Michael Malik (Deputy); 
Ashley Wright (Assistant 
Business Editor: Anthony Rowley; 
Ron Richardson (Deputy): 
Elizabeth Cheng (Assistant) 
News Editor: Mike MacLachlan; 
Michael Charnock (Deputy): 
Anita Motwani (Assistant) 


| popu d Michael Westlake - 





. ChiefC ent: Rodney Tasker 
292 Dav avia (China); е 
КУ. lan Buru (Arts & Society}, — - 
К. Das (Malaysia): Ё 
Robert Delfs (China Economy): 
Gene Gregory (Technology. 


Emily Lau (Hongkong); 
Richard Nations (Diplomacy); 
Paul Quinn-Judge {Indochina}: 

Paul Sillitoe (Industry) 


Focus Editor: Donald Wise 


Art Director: Morgan Chua; 
Frank Tam (Assistant) 


Production Editor: Hiro Punwani 
BUREAUX 


Bangkok: John McBeth, 
Paisal Sricharatchanya (tel. 2511139) 
Jakarta: Susumu Awanohara, 
Manggi Habir (347814) 

Kuala Lumpur: James Clad, 
Suhaini Aznam (208972) 

Manila: Guy Sacerdoti, Jose Galang (572081) 
New Delhi: Salamat Ali (South and West Asia), 
Mohan Ram (676690) 

Peking: Mary Lee (338731 ext 317). 
Seoul: Shim Jae Hoon, Paul Ensor (723- 3696) 
€ V. G. Kulkarni; Lincoln Kaye (2203720) 

ydney: Hamish McDonald (212-3355) 
Taipei: Cari Goldstein (562-9030) 
Tokyo: Charles Smith (2708229) 

Washington: Nayan Chanda (469-4814) 


OTHER CORRESPONDENTS AND CONTRIBUTORS 

















Calcutta "aya Sart 
Colombo Manik de Silva 
Dhaka «SS Kamaluddm 
Europe ................ James Bartholomew, Daniel Nelson (London), 
islamabad Husain Haqqani, Mohammed Айар. 
oe Leo Gonzaga 
Port Moresby Rowan Callick 
za En 

"Publisher: Charles H. Stobach 

General Sales Manager: Elai Goodwin 
Adv. Manager, Asia: Nig ^ 
Circulation Manager: вно 
Adv. Production 


Published , every Friday, in u 
Reserved. (Far Eastern Economic Review 
1984. ees eae 





ora HX 62497 REVAD (Advertising); НХ | 
Circulation). Telephone: 5-8936688 (Editorial). 5794801 (adver: 3 
tangy 5-650611 (Circulation). 


Printed by South China Morning Post, Limited, Tong Chong Street, 
Quarry Bay, Hongkong. 





UK.: Regi as a newspaper at the General Post Office. 
U.S.A: бле o quaii ee want Pee is pub- 
lished weekly, Friday, tor US$88.00 per at 

Economie Rote Û US. Lj rid echo ine., 





38 W. 36th 51, New York, N.Y. 10018, Second-class postage paid 








рк NY, ard dna! тайге сбое offices. POSTMASTER: 
send address i sio am "s, he. 338 W. 36th St, New 
York, N.Y. 10018. 1 
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gers. 

Once bitten twice shy, and it will 
take a very long time to persuade the 
general public to start buying shares 
again on the SET — why should they, 
when there are far more attractive al- 


` ternatives? Paisal himself shows ad- 





mirable prescience when he writes that 


“any effective government control on - 
the overall underground markets re- 


mains doubtful.” 

Prior to the сака of the 
BSE the most popular way to buy or 
sell shares was at the weekly auction of 
household goods and furniture by an 
old-established auctioneering firm. 
With a clever auctioneer one could 
guarantee to get a better price there for 
“Lot 56:100 shares of Siam Cement” 
than could be obtained anywhere else 
in town — and I would not be surprised 
if that were still the case today. 
Chiang Mai ROY HUDSON 





In the Review’ s Vietnam COVER STORY | 





[8 Nov.], the pictures of party sec- 
retariat member, Hoang Tung and De- 
fence Minister Van Tien Dung are in 
the wrong positions. We Vietnamese 
cannot forget the faces of these mur- 
derers who are destroying our country 
and our fu 
Ontario : 





e The tra nsposition is regretted. ha 





tion of langua je 





|| In sour Pani of the assassination of - 
Indira Gandhi, one article states that 
India has 14 official rrt ae i 


the Sac pA tS article. states. Hin 





pation: mát attempts, to ingofape the | 


voice of authority i in this region. 

Similarly, a previous edition used 
lower-case letters in the title of the 
United States Secretary of the Navy, 
yet you consistently use upper-case 
letters for Secretary of State George 


. Shultz. And, for months your writers 
i told us, unequivocally, that elections 
: would be held in Singapore in Sep- 
. tember. When this event did not occur, 
| your tone changed to "elections ex- 
| pected in December" without ever 
explaining to us readers that either 


a) the elections had been postponed, or 
b)that you were wrong in the first place. 
Singapore B. HOWARD STEVENS 


e According to the constitution, Hindi 
is the sole official language of the 


Union (though use о} English for offi- 


cial purposes is still permitted). In ad- 
dition, 14 other languages are officially 
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cal activity y had given risé М 
dictions that election would 
tember rather than December. 
date was not officially know 
December. 


Crime and punt: 
Retired judge Rashidul Ha 
TERS, 18 Oct.] repeats a com 
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nowhere me = 





scribes 100 lashes. That г 
not stoned to death is fu 
in Verse 3 which states th 
may only marry асі 
idolators. It is, neverth 
traditional shariah E 
stoning to death as the punist 
adultery in the case of ma 
sons. How traditional Muslim 
reconcile the shariah punish 
the Koranic punishment ist 
me. 
Selangor 
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` The political struggle over China’s economic re 


forms culminated in October when the party en- | A leadership. A 


No. 50 


. dorsed accelerated reform of the entire economic 
system. An immediate task will be to open new 


commercial distribution channels as price con- 

. trols are eased. 1 \ 
China's economy, Robert Delfs, reports о! 

. new reform agenda - — an ambitious plan i 

` tain rural growth into the 1990s by creating 
tory jobs for peasants — and the role of the 


The Review’s specialist writ 


` ricultural Bank of China i in financing rural C 
 lopment. Pages 66-72. 
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The туеп 15 October 
murder of prominent Chinese- 
American journalist Henry 
Liu Yi-lang may be a step 
closer to being solved with the 
arrest of one man and the issue 
of arrest warrants for three 
more by California police and 
the FBI. All four suspects are 
members of a Chinese under- 
world organisation known as 
the “Bamboo Gang.” 

David Wu, 28, was arrested 
on 29 November at his home in 
San Gabriel, California, on 
charges of conspiracy and 
murder, though he was later 
released for lack of evidence. 


rants had been issued for three 
others, including Chen Chi-li 
who is believed to have mas- 
terminded the murder and 
who is also believed to be 
` leader of the Bamboo Gang. 

— ROBERT MANNING 
Е Soviet defector goes- 

-to US via Коте 

Vasily Matuzok, the Soviet 
trainee diplomat who defected 
cto South. Korea on 23 
November by bolting from a 
tour group visiting the de- 
militarised zone from the 
North, has been sent to the 
United States under the au- 
Spices of the United Nations 
High Commissioner for Re- 
"fugees, officials in Seoul said. 
Accompanied. by a South Ko- 
rean Red Cross representative, 
asily went to Rome on 30 
November prior to his formal 
transfer to US authorities. | 


не а over” “the affair, 
ae resulted i in a the e deaths of 


е са of fire as Va- 
Ў defection. — SHIM JAE HOON 


Bur ropean Parliament Ed- 
Pisani as new high com- 
ioner of its troubled 
‘Pacific. 


programme for self-determi- 
` nation within two months, ef- 
Е fectively throwing the exist- 
i ing programme back into the 

| Pisani, who. ar- 


“rived ir 


Police sources say that war- | 


8 oe s decision not to hand. 


‘Lorenzo 


‘territory of New | 
Caledonia and has directed | 
him to come up with a new 





Noumea on 4 De- 
cember, is a former French 
minister of agriculture and a 
noted expert on development 
economics. 

The appointment was wel- 
comed by Jean-Marie Tjibao, 
president of the self-pro- 
claimed government set up by 
Kanak — or Melanesian —- in- 
dependence groups. He said 
the move met much of the 
Kanak's demands and indi- 
cated that Kanak blockades 
around small towns would be 
lifted if about 13 arrested 
Kanaks were released. How- 
ever, the white-dominated 
Territorial Assembly formed 


after the 18 November elec- 


tions, which were boycotted 
by most Kanaks, sent cabinet 


leader Dick Ukeiwe to Paris 


where he urged President 


- François Mitterrand not to 


talk withthe Kanaks.  _ 
— HAMISH McDONALD 


Muldoon is ousted as 
National Party leader 
Former New Zealand prime 
minister Sir Robert Muldoon 
was ousted as leader of the op- 


position National Party after 
| serving for a decade in the 
party's top post. In a party. 
election оп 29 November, 
Muldoon was defeated by 39- 


year-old former deputy prime 
minister Jim McLay, the 
youngest leader the party has 
ever elected in its 48-year his- 
tory. À 
Muldoon led his govern- 
ment and party to a resound- 
ing defeat by the Labour 


Party's David Lange in a snap. 


election Muldoon called in 


July. 


Philippine c 
to forge new alliance - 


In reaction to Philippine Pre- 
sident, Ferdinand Marcos’ 


— COLIN JAMES 





| continued ill health, the frac- 


tious opposition in Manila is 


` trying to create a unified stand 
.on the sensitive issue of suc- 


cession. A "conveners" group 
of three opposition leaders —- 


Corazon Aquino, widow of. 
slain opposition leader Be- 


nigno Aquino; businessman 
Jaime Ongpin, and former 
Marcos information minister 
Tanada has 
drafted a short-list of possible 
presidential candidates should 
Marcos step down. | 
The constitution calls for 
special elections for the presi- 
dency and the vice-presidency 
to be held within 70 daysof the 
presidential post becoming 


vacant due to death or illness. 


— GUY SACERDOTI 
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| US$24.1 billion the govern- 


.sale for Won 850 each. 


. Mazda is negotiating. to: 










































































: 24. 4%. stake in | Mazda). The 
| Michigan project should lead 
to sharp increases in US sales 
of Mazda cars — now subject 
to ceilings imposed as part of 
the “voluntary restraint” 


nese foreig ign aid. 
growth likely to slow - 


Japan's Ministry of Finance | 
(MoF) is seeking to limit. 
growth in overseas develop- 
ment aid (ODA) to 7% in the | agreement covering all Japan- 
1985 fiscal. budget (for the | ese car exports. Mazda ship- 
year beginning 1 April 1985). | ped 234,000 cars to the US in 
Whatever the final figure is, | 1983 and 236 ,000 during. the 
Japan's total ODA appropria- | first 10 months of 1984. Е 
tion must fall well short of the | In contrast with Nissan 
Motor Co., which located its 
US factory in Tennessee (far 
from the traditional centre of 
the US motor. industry), 
Mazda's plant at Flat Rock, 
. Michigan, will be only 35 km 
from the centre of Detroit. The 
choice of location reflects 
Mazda's decision td -work 
closely with the United Auto 
Workers’ union. 


ment targeted for 1981-85, 
which was to have doubled the 
1976-81 figure. 

To strengthen its bargaining 
position further, the MoF has 
made moderate criticism of 
the way in which the aid is 
used, saying that too much is 
going to Asia — particularly 
China, Indonesia and Thai- 


land — and not enough to Af- — CHARLES SMITH 
rica. It wants the effectiveness 

of aid to certain countries sur- | Hongkong liquidation 
veyed and the distribution | @ffects China venture 


system for some bilateral aid | Six subsidiaries of the Hong- 
revised. MoF officials also | kong-based Millie’s Group 
argue that a 7% increase | applied for voluntary liquida- 
would be sufficiently gener- | tion on 1 December, throwing 
ous to please the international | 400 employees out of. work. 


community. |  -BRUCEROSCOE | Liquidators Ernst and Whin- 
Lg "OR" А ney said the affected sub- 
T Hyundai oversubscribed, sidiaries were in the shoe and 
but not too much handbag wholesale and retail 
The 27-28 November share | businesses and property man- 
offering by South . Korea's | agement; together, they owed 
Hyundai Engineering and | HK$200 million (US$25.64 


Construction Co. was over- 
subscribed by 2.6 times, draw- 
ing about Won 110 billion 
(US$134.15 million). Com- 
pared to the enormous over- 
subscriptions of other blue 
chips recently — such as Sam- 
sung Semiconductors and 
Telecommunications Co.'s 
july offering, which. was 28.5. 
“times oversubscribed — mar- 


million). Also affected. was a 
shoe joint venture in Shen- 
zhen, a Chinese special eco- 
‘nomic zone across the bor- 
der. The group is privately 
owned by Alan Lau and his 
family. Managing partner of 
Ernst and Whinney, Brian 
Stevenson, said the proceed- 
ings do not affect Lau's other 
ventures in Hongkong: and 


ket-watchers in Seoul believe | China. EMEY LAY 
Hyundai’s results indicate 
problems ahead when the Nepal to export grain 
shares start trade in early | to reduce trade deficit 


1985. -According to one 
analyst, about half the money | 
mobilised сате indirectly 
from companies in the Hyun- 
dai group. Shares will go on. 


. Nepal has decided to allow the 
, export of food crops ina bid to 
reduce its trade deficit — 
which has been rising due to 
imports of heavy machinery 
for development and indus- 
trial projects. Permits will be 
TR issued for rice and wheat sales 
| to countries outside Inclia, а 
sets up shop іп US | Ministry of Finance spokes- 
Mazda. Motor Corp. will be- | man told зе, REVIEW. „Food 
come the fourth Japanese | production for. t 
company to manufacture cars | fisca 
in the United States as the re- 
sult of its plan to produce 
240,000 vehicles a year at а | 
US$450 million plant in 
Michigan, scheduled to begin 
production in autumn - 1987. |8 





. — PAUL ENSOR 


Japan’ s Mazda 









{. 


The British | Пк of Mining 
and Metallurgy has organised a 


| February 1985 
|. out an insurance policy against 
| “cancellation of the conference 
{owing to civil insurrection.’ 
























conference to be held in Manila in 
but has taken. 














3 о Bell il Telephone — =a 
idiary of the United States’ 
and the China Post and 


signed in July 1983 fora 
igital telephone system is still 
ping stalled by US objections. 


| "The problem was thought to have 
| been solved by a change of © 
|. China's status in Nato's 


coordinating Committee for 


| East-West Trade which controls 


| күте о With 


"The Soviet newsageney Tass said in à 
ор from Kabul that Afghan soldiers. 


[chad smashed a rebel group in Takhar pro- 


vince and found a cache of weapons of 
es hinese and Egyptian er nos (1 Dec.). 


, AUSTRALIA 
Prime Minister Bob Hawke led his 


| Labor Party to victory in the general elec- 


tion but the government will return to of- 
fice with its majority almost halved (1 
“Dee. ). 


Е North ‘Korean President Kim П Sung 
A" held talks with top Chinese leaders in Pe- 





«king on bilateral ties during an unofficial 


of ku "aigh, a apar ty spokesman said (30 Nov.). 


|. nouncement (28 Nov.) The 







= “British Prime 





Minister Margaret 
Thatcher will visit Hongkong after the 
- Signing of the Sino-British declaration in 
Peine according to a. government. an- 
Assessment 
Office set up to test the a ep ^ 
the draft agreement on Hopgk 
"ture, concluded that той. on peo 


о. йш жыгы Шоп ithe Conta х 





ement in the killing of 
said (2 Dec.). Two men 
=: a bomb were ar- 


"find the agreement acceptable’ (29 Nov.) ` 
INDIA 3p 


ion meetings ad- 


| PN to shanghai T US 





























party in Tamil Nadu (28 Nov.). Command è 
.. dos arrested the leader of a guerilla group: 
fighting for independence for Manipur | 
state, the Press Trustiof India (PTI) said 
(30 Nov.) Police arrested a person, de- 
.Scribed as A civilian. from New Delhi, al- 


1 Dec. ) "The French sp: 
‘Pisani arrived (4 Dec. ). 


. | PAKISTAN 


4. 


raised objections to the sale of the 


optical fibre used in the system's 


transmission. As a result, “the 


| Belgians have not given the fibre 
an export licence, endangering 


the whole project. Bell is arguing 
that the US objection is not valid 


since China has already obtained 


similar fibre from Japan. 


PUZZLING SILENCE 

United States intelligence 
sources are puzzled by silence 
from Vientiane and Hanoi about 
a Chinese military move in | 
northern Laos. The sources say 
that at the end of November, 
Chinese units captured a hilltop 
inside the Lao side of their border 
after ousting a Vietnamese unit 
stationed there, but neither side 
has reported it. The action is seen 
as a Chinese response to 
Vietnamese attacks on 


dressed by Prime Minister Rajiv G andhi, 
United News of India said (3 Dec.), About 


. 1,000 people were feared dead after a gas 


leak from a Union Carbide plant in 
Боран ddl ties said (4 Dec.). 


эмене! and Malaysia signed an 
agreement in Jakarta to extend existing 
military cooperation on their land border 


to all borders. between the countries (3 
Dec ). 


NEW ZEALAND | 
Former prime minister Sir Robert Mul- 
doon was dismissed as the leader of the 


National Party and replaced. by his Memes 


Jim Moray (29 Nov.). 
PACIFIC © 


New Caledonia separatists set fire toll | 
houses, authorities said (20 Nov.). oec | 
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Cambodian resistance group 
the Thai border . and follows 
deployment of four Chinese 
divisions in the area near the 
border. ; 





OPENING DOORS | 
More than 12 years in advance: 
the reunion of Hongkong * 
China, the Shanghai аціх 

| have slashed bureaucratic 
| procedures for Hon 
Macau citizens visitit 
From the beginningo 
they need oniy to subi 
card on arrival and a de 
card on leaving China. O 
| entry permits and red tay 
been abolished, and if th 
in a hotel thev no longer. 
report to the city police 
in order to obtain a ter 
residence permit. Tho 
with relatives, howev 
report to the police... 









SINGAPORE 

Former chief minister and 
fighter Lim Yew Hock die 
Straits Times reported (1 | 


SOUTH KOREA 


The ا‎ hf ted a Mace on n politi 


























SRIL , 


kien fornsation “Of: a У biked 2 
counter Tamil separatists (29 
About 150 people died when sep: 
Tamils attacked two farms in Cent 
vince and fought a battle with 
troops, a government spokesman s 
Nov.). The government said the 
opened fire on an invasion Й | 
ing Tamil eo driving the 


Kanaky а D ec.) sone did ied “gor 





Opposition leader Ghulam Mustafa 





*Jatoi was expelled from Lahore after an- 
nouncing the launching of a campaign to 


boycott elections, sources said (28 Мор). 


President Zia-ul Haq announced a re- 


ferendum on his Islamisation policies and 
said he would remain president for the 


next five years if a majority approves | 


them (1 Dec.). The armed forces opened 
fire on Afghan air force aircraft when they 
violated Pakistani territory, а Foreign 
Ministry spokesman said (3 Dee). ... 


the d DRE ote anew v French oer 


al envoy oy ard | 









killers of an American-Chinese jour 
Henry Liu, who was shot dead in 






City near San Francisco in October, it 
reported (30 Мор.) 
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REGIONAL AFFAIRS ; 
Labor is returned but sees its majority slashed . . . 





By Hamish McDonald in Sydney 


Т: perversities of Australia’s 
complicated electoral system 
have deflated the hopes of the 
Labor Party government of Prime 
Minister Bob Hawke returning with an 
increased majority after the 1 De- 
cember general election. Hawke is 
safely back, but with a partly unin- 
tended chastisement from the voters. 

The conservative opposition coali- 
tion of the Liberal Party and the rural- 
based National Party increased its 
numbers in the House of Representa- 
tives and as a result its leader, former 
foreign minister Andrew Peacock, has 
been affirmed in his position by gen- 
eral acclamation. 

The likely result is a Labor majority 
of 14-18 seats in the new 148-member 
lower house, compared with its major- 
ity of 25 in the old 125-seat chamber. 
The bump is even more marked if the 
results from the previous election (in 
March 1983 when Hawke came to 
power) are applied to the new electoral 
divisions. This exercise gives a theoret- 
ical margin of 30 seats — meaning 
Hawke's majority has effectively been 
halved. 

The result was not predicted by most 
opinion surveys. “We all have a bit of 
egg on our faces,” said Gary Morgan of 
the widely quoted Morgan Poll. Only 
one outfit, the Spectrum Poll, which 
took a survey less than 48 hours before 
election day, picked up a late swing to 
the opposition. But no one picked up 
the so-called informal vote. The term 
refers to incorrect or incomplete mark- 
ing of the ballot paper resulting in the 
vote being invalid. This is always an 


~ | 
Pod A ~~ a 





important factor in Australia, one of 
the few democracies where voting is 
compulsory — enforced by an A$10 
(US$8.58) fine — and a worry particu- 
larly for the Labor Party which draws 
heavily on support from less- 
privileged groups and recent immi- 
grants. Normally about 2%, the infor- 
mal vote jumped this election to 6.8% 
in lower-house voting. 

As the vote was counted, the high in- 
formal vote caused consternation in 
Labor Party monitoring rooms, where 
the champagne was already on ice fol- 
lowing public and party opinion polls 
tipping a rise in the party's vote from 
the 49.5% scored іп 1983 to about 51% 
— enough for a majority of close to 40 
seats. Party scrutineers watching the 
counting of the ballots reported that 
up to 75% of the invalid papers were 
obviously the work of voters who 
started by voting Labor, and then 
failed to complete the rest of the paper. 





Holding the line 





Taken down a peg 


The difficulty is the preferential bal- 
lot system, which requires each voter 
to list his order of preference for every 
candidate in his electorate. Normally 
this is not much of a problem in lower- 
house ballots, where the list rarely 
runs to more than half a dozen, but has 
an effect in senate polls where the con- 
stituency is state-wide and sometimes 
50 often obscure candidates must be 
put in order. 


he Hawke government seems to 
have tripped itself up by an at- 


tempt to cut down informal vot- 
ing for the senate, half of which was 
also up for election this time. A new 
system gave voters the choice of listing 
all candidates, or simply their first 
choice and letting other preferences be 
distributed automatically on that 
party's recommendation. This worked 
beautifully for the senate, but many 
voters apparently assumed it applied 





Hawke has managed to hold wage and price 
increases but troubles are looming 


j? Labor Party meetings it gets the 
same reverent mention as “The 
Force” in the Star Wars films. For 
Prime Minister Bob Hawke and his 
colleagues a 16-page document known 
as “The Accord” stands at the centre of 
their economic policies. 

After an election which 
showed that Hawke too can be 
overconfident and make bad 
mistakes, a question now worry- 
ing Australian businessmen is 
how long Hawke can keep the ac- 
cord working and holding down 
the wage pressures that always 
seem to choke off economic 
growth in this country just as it 
gets under way. 

The accord was worked out by 
Hawke and the Australian Coun- 
cil of Trade Unions (ACTU) soon 
after he came to power in March 
1983. Given the dire economic 
situation at that time, with infla- 
tion double that of major trading 
partners and more than 10% un- 
employment, the powerful 
unions agreed to a deal on wage 


however, i is 


claims. Wage claims would be forgone 
in return for national pay rises every 
six months in line with rises in the con- 
sumer price index (CPI). 

The first such increase, of 4.3%, was 
given in October 1983 by the Concilia- 
tion and Arbitration Commission, a 
longstanding judicial-style institution 
designed to solve industrial conflicts 
and set wage scales based on criteria 
that sometimes try to emphasise eco- 
nomic conditions, sometimes social 
justice. Its. brief under the accord, 
simply to approve wage in- 
creases mathematically according to 
formula, and. so far the trade unions 
have gone along. 

.. The Arbitration Commission gave а 
second rise in April this year, but when 
the CPI showed a slight drop for the 
next six months with the introduction 
of the governmental Medicare scheme, 
the unions decided to seek no increase. 

The accord does have its critics. Em- 
ployer organisations charge that big 
unions have simply avoided its limits 
by pushing for more non-wage perks. 
Official statistics do show an increase 
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for the lower house and listed only 
their first choice. 

Hawke immediately claimed the 
electorate had intended to give his 
government an increase in its vote to 
about 51% from the 49.5% gained in 
1983, and only a technical hitch had 
brought the result to about 48.896. 


However, some analysts see a protest | 
gesture in certain electorates with a 


heavy population of retired people — 
hit by new restrictions on eligibility for 

| nment pensions — and in certain 
ише areas "iie influenced "d 










_ by the Electoral Comission 

| S CS luas pinpoint the causes, 
‘put Hawke's rationale does seem to 
have some validity. 

For Peacock the election result has 
been a pardon for a man on the death 
row of politics. The vote for his Liberal 
Party fell only a minute 0.2% to 
34.3%, a considerable achievement for 
someone whose public credibility was 
close tonil at the outset of campaigning. 





The allied National Party was the vote- 


winner for the coalition, increas- 
ing its vote by 1.6% to 10.6%. The 
informal vote may have actually 
achieved much of the Liberal Party's 
gains, which brought insome good front- 


in the number of workers receiving 


such benefits, and the Business Coun- 
cil of Australia has said that non-wage 
costs of employment grew at four times 
the rate of wages last year. 

The strategy of preserving the value 
of real wages across the board is also 
seen as a straitjacket for an economy 
that needs restructuring and job crea- 
tion to pull the young (whose un- 
employment rate is still around 2395) 
into the workforce. 


S ome cynics claim that Hawke's ap- 
parent miracle in harmonising in- 
dustrial relations in a country known 
for carving up the cake before it is 
baked actually led off from a wage 
freeze imposed on a badly fri 





"frightened 


country by his confrontative Liberal - 
Fraser. Wage 
lier stages, 
might have given more iti¢reases than 
would otherwise have occurred. Even. 
so, Hawke is generally credited with | 
great success in carrying restraint this | 
far and official surveys show little 
wages “drift” above increases granted 








predecessor, Malcolm 
indexation, at least in itsi ; 


by the Arbitration Commission. 
During the two-month election cam- 
paign, Hawke and his Minister for In- 
dustrial Relations Ralph Willis worked 
with ACTU leaders to head off rebel- 
lions against the accord by small indus- 
trial unions, one in a Melbourne to- 






ship may now be we 


bench material among new members. 


| But challengers to Peacock's leader- 


ship have been stopped in their tracks. 
In the senate election, the result was 
also à setback for Labor but notan unex- 
pected one (REVIEW, 25 Oct. and 6 Dec .). 
The newly founded Nuclear Disarma- 
ment Party (NDP) fared well with 9% 
of the vote in New South Wales and 
nearly 7% in Victoria and Western 
Australia. Partly because the Labor 
Party directed its preferences to the 
Liberals in New South Wales in order 
to squash the NDP threat to its left- 
wing, the МОР» leading candidate, rock 





ney printing: work: . But the partner- 





The six-monthly кы wage 
review due next Aprilis likely to result 
in a general 3% increase. In addition, 
however, the ACTU appears set on 
putting a case for expensive new 
employer-subsidised superannuation 
schemes for union members. It justifies 
this by claiming a 5% rise in national 
preductivity over the two years from 


| the start of wage indexation i in October 


1983. 

To employers this would drive a 
massive hole through the accord, con- 
firming doubts about non-wage labour 
costs and testing Hawke's declared 
commitment to getting more jobs 
created before those already in work 
better their position: But it will be part 


of many calls on his talents as 
memories of the crash of 1982 recede 
and unions wake up to the recovery in 
‘corporate profitability recorded in 






company reports over the past three 


months. 


This concern was heightened by the 


release soon after the election of na- 


tional income figures showing a drop 
of 0.9% in gross domestic product in 
the July-September quarter. The gov- 
ernment has not modified its budget 


` forecast of 5% growth for the year to 30 


June 1985, but the pace of Australia's 
economic recovery has E 






the centre-sti 
Democrats six, 
negades from Labort 
NDP one. In the expan 
ate, Labor is still as far frot 

as it was in the old 64-seat 
with 30 places. 

































‘awke has come through the el 
tion without having to mod 
greatly policies or bind hir 
with ae o пе eti 























changed, with Hawke's | rig 
slightly larger and Foreign Minist 
Bil Hayden's centre group. sgh 
down. What has been damaged 
Hawke's image as an automatic 























Сала insidens to dub dim TE 
Messiah" — encouraged him to ignore : 
good political advice, some say. : 

Hayden, who said of Hawke's 19 
victory at the time that a “drove 
dog" could have won that elect 
against the unpopular Malcolm Fr: 
саи аѕ boss election: 












































lowed ‘his own appeals 
shop-worn, while giving 














time to sharpen f { 
also pointed to “г 














a bankers' party с " a party 
business, but for big busines 
Endorsement of Labor by 
major newspapers -— incl 
Melbourne Herald for the fi 
its 129-year history and ti 
Morning Herald for the first ti 
1961 — as well as the business € 
nity's clear wish for continuity 
that Hawke's Labor Part 
respectable. But the election 
dented Hawke' 5 ir паре and р 
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ia's second coup 


The president announces a snap referendum designed, 
in effect, to perpetuate his rule in the name of religion 


By Husain Haqqani in Islamabad 


n a surprise TV appearance on 
1 December, Pakistan's President 
Zia-ul Haq announced plans to hold a 
referendum on Islamisation of the 
country that would also serve as a de 
facto presidential election. In essence, 


Pakistanis will be asked on 19 De- 


cember to answer a lengthy question 
seeking endorsement of Zia's Islamisa- 
tion programme with a “yes” or “no.” 
If a majority votes "yes," Zia will be 
elected president for five years with a 
mandate to continue Islamisation and 
amend the constitution to make it 
thoroughly Islamic before restoring it 
and withdrawing martial law. Elec- 
tions for parliament will follow, but 
members of the new assembly will not 
belong to political parties, and parlia- 
ment's powers will be limited by 
Koranic injunctions. 

Anticipated constitutional amend- 
ments will establish a military-domi- 
nated National Security Council and 


divide executive powers between the 
president and the prime minister. Zia 
argued that he could not accept the de- 
mand of opposition politicians im- 
mediately to restore the constitution, 
hold elections and transfer power. To 
do so, he said, would amount to going 
back to the chaos which the military 
stepped in to avert. He listed the alter- 
natives to the referendum as: giving in 
to the opposition's demands, continu- 
ing under martial law, negotiating 
with the politicians, or pressing ahead 
with his own political plans irrespec- 
tive of the consequences — all of which 
he rejected. 

"I will seek the people's mandate,” 
he said. "I have faith in the people and 
evidence of their support will settle the 
matter." There will be no campaigning 
or canvassing for the referendum, 
though Zia's own prime-time TV and 
radio speech was nothing less than an 
appeal to vote for "Islam, the ideology 













of Pakistan, stability and myself." The 
nationwide address was announced 
only four hours before the president 
went on air, evoking memories of 5 
July 1977 — the day heoverthrew Zul- 
fikar Ali Bhutto's government and as- 
sumed power. Appearing for the first 
time in many months in his full cere- 
monial general's uniform, he talked for 
35 minutes about his record. and 
achievements before outlining the re- 
ferendum proposal. 
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Strike and counter-strike 


Tamil guerillas step up attacks on Sinhalese as Colombo 
scrambles the air force under new anti-terrorist laws 


By Manik de Silva in Colombo 


wenty-four hours after the imposi- 

tion of emergency regulations 
aimed at suppressing Tamil-separatist 
guerilla activities, the  guerillas 
launched a new campaign of violence 
on 30 November, which claimed at 
least 180 lives in three incidents. The 
government, using its new powers 
under the emergency legislation, ini- 
tiated some killing of its own: twice in 
two days it sent air force fighters and 
naval véssels to attack boats believed 
to be bringing guerillas from India's 
Tamil Nadu state to Mannar on Sri 
Lanká's northwest coast. The govern- 
ment said 10 people in one boat died 
during the attacks. 

Thé most recent outbreak of violence 
occurred on 3 December when, accord- 
ing to the government, 20 guerilla sus- 
pects in custody at an army camp were 
killed when they tried to escape during 
an attack on the camp by their com- 
rades. One camp guard was also killed 
in the fighting. 

But the guerillas' most devastating 
attack came on 30 November against 
two farm settlements of former con- 
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victs and their families in the Mul- 
laitivu and Vavuniya districts in the 
northeast, where Tamils make up a 
majority of the population but where a 
significant Sinhalese minority also 
exists. About 80 Sinhalese were said to 
have died in the attack and another 70 
people, including guerillas and police, 
were reported killed in fighting 
triggered by the attacks on the farm 
settlements. 


On the following day, the guerillas , 
struck again — this time against the , 


two fishing villages of Nayaru and 


Kokkilai in Mullaitivu. The govern-* 
ment initially reported that 57 people `< 


died in these attacks, but that figure 


was amended to 11 after authorities, 


hindered by land mines and guerilla 
ambushes, arrived on the scene. 


Once again the victims were 


Sinhalese and the government, fearful 
of a backlash from Sinhalese against 
Tamils living in the south, where 
Tamils are in a minority, pleaded for 
restraint. “The terrorists want another 
communal riot,” a government state- 
ment said. “They want troops pulled 





out of the north to maintain law and 
order in the south. Don't play into their 
hands.” 

President Junius Jayewardene's ef- 
forts to avoid a repetition of the wave 
of murder and arson launched against 
Tamils in July 1983 by the Sinhalese, in 
which nearly 400 people were killed 
and more than 100,000 left homeless in 
areas where Sinhalese are in a major- 
ity, seemed to be effective — at least for 
the moment. But tension remained 
high, and the government imposed 
curfews in sensitive areas, including 
Colombo and the home districts of the 
murdered fishermen. 

The Tamils, who make up only about 
18% of the Gountry’s population over- 
all but are in a majority in the north, 
claim that they are discriminated 
against byte Sinhalese majority — 
especially 1 jobs and education. The 
guerillas sB&k to force the government 
to allow Tamils to set up a separate 
Tamil state т he north. 


үү the guerillas seemed to be 
keeping the government on the 
defensive on land, it was not the case at 

sea. On 1 December, the air force sent ` 
fighters out to sea against what the 
government referred to as a flotilla of 
18 boats, allegedly carrying more 
Tamil guerillas to Mannar from Tamil 
Nadu. National’ Security Minister 
Lalith Athulathmudali said at a press 
conference later in the day that the air ` 
force had forced thé boats, "which 
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st. | be a major victory for Zia in the im- 
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rendan H “the greatest hoax in he 
name of Islam in 1,400 years." 

MRD called for a boycott of the | 
ferendum and appealed for a “no” vote 


from those who find themselves under ; VIETNAM 


'ompulsion to vote. 5 
Ghulam Mustafa Jatoi, 
eade: of Bhutto's banned Pakistan 
"s Party, predicted that on 19 
mber polling stations will be de- 
;, while MRD convenor Malik 
Muhammad Qasim added that the gov- 
yent will have to stuff the ballot 
yoxes itself. "It is ridiculous to ask for 
à vote on Islam," said Qasim, promis- 
ing to step up the opposition's efforts 
against the government. Zia's asso- 
*jates, however, insist that the referen- 
lum was the only means available for 
working à way out of the political 

stalemate. 

















Zia had obviously considered the re- | 


rendum option before but was 
‘eluctant to take the plunge because 


were well into our territorial waters, to 


switch off their lights and flee back to | 


the India side [of the strait]." He said 
that in a follow-up sweep by a naval 
vessel another boat was engaged, leav- 
ing 10 suspected guerillas dead. 

Colombo insists that Tamil guerillas 
are being trained in Tamil Nadu, and 
Athulathmudali said that one of the 
guerillas killed in the naval engage- 
ment admitted before he died that 
"they had been trained in Tamil Nadu 
and were returning to Sri Lanka." The 
government believes as many as 4,000 
Sri Lankan Tamils may be undergoing 
guerilla training in India. 

India has steadfastly rejected such 
allegations and issued a fresh denialin 
response to Sri Lanka's latest accusa- 
tions. "We categorically reject all in- 
sinuations and allegations by Sri Lan- 
kan authorities and the media about 


the Indian state of Tamil Nadu being . 
used as a base by Sri Lankan milit- 
the Indian statement said. 


ants,” 
“There is no question of any kind of in- 


vasion of Sri Lanka being organised. 


from any part of India. It is highly ir 


responsible to make allegations of this. 
nature. These are totally without basis, 


and. we are shocked that a war 
phychosis i is being built up.’ 

At asecond press conference, held on 
2 December, Athulathmudali said the 
Sri Lankan air force had again scram- 
bled fighters to engage eight more 
boats, E ре of them while the 
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- | best person. After he strengther 
-position through the referendum, · 
will have forfeited that position. Until 










mediate future. A senior opposition 
leader remarked: "Some of our col- 
leagues used to say if we have to be 
ruled by a general, Zia-ul Haq is tł 
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By Paul Quinn-Judge in Bangkok 
L e Duc Tho, arguably the most 

influential member of Vietnam's 
politburo, is also one of the least 
known. The degree of obscurity and 
confusion surrounding his name is 
probably only exceeded by that of 
Communist Party of Vietnam (CPV) 
secretary-general Le Duan. 

Yet Tho would seem to be Le Duan's 


preferred successor, at least in the 


short term. State Council Chairman 


"Truong Chinh, Le Duan'sold rival, ap- 


pears out of step with the government's 
current moderate economic policies on 
which many feel Vietnam's survival 


| depends. Council of Ministers Chair- 


man Pham Van Dong, probably the 
most popular figure in the present 
leadership, has been ill for years. 
Rapidly failing eyesight, for which he 
has recently received treatment in the 
Soviet Union, is the latest addition to 
his long list of medical problems. Pham 
Hung, a Council of Ministers vice- 
chairman, does not appear to have had 


the wide-ranging responsibilities over 


the years that Tho has been given. “At 
the moment,” 
cial concluded earlier this year, "there 
doesn't seem to be any alternative to 
Tho as the next leader." 

Tho is known to have several 
brothers who hold or have held in- 
fluential CPV and government posi- 
tions. But no one is sure how many 
brothers there are. Two are well 
known: Mai Chi Tho, CPV central com- 
mittee member and chairman of the Ho 
Chi Minh City People’s Committee 


(REVIEW, 29 Nov), and Dinh Duc 


Thien, a CPV central committee 
member from 1960 to 1982, a former 
government minister and head of the 
army's General Logistics Department 
during the latter part of the Vietnam 
War. | 
Some Vietnamese sources assert 
there is yet another brother, Nguyen 
Duc Thuan, central . committee 
member since 1976 and chairman of 








one Vietnamese offi- 


tri de union confederation, | 
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is Duc Tho seems a likely candidate to succeed someda 
colleague Le Duan as communist party secretary 
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uce chis dependence 0 
and the bureaucracy and ¢ 
his civilian constituency, ро 
forming a party, though this w 
difficult to reconcile with his a 
philosophy. While the opposi 
demned the referendum move as: 
and a hoax, government suf 
hailed it as the greatest decisio 
president since Islamisation Hsen 
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but other Vietnamese sou 
equal emphasis that Thuan: 
lative of Tho. Е 

Tho and his brothers h: 
great lengths to conceal. 
Tho's present name is a 
Like most party activists: 
struggle for independence 
succession of names. 
French sûreté off his tri | 
name is probably Phan Dinh 
this at least is the name by wh 
fence Minister Van Tien Dung knew 
him when they were in Hanoi сет 
prison together in 1944. : is 

АП his brothers also took noms d 











































their trackers tram саа th 
lationship, each chose a differe | 
ly name. The younger brothers, hew-- 
ever, have each retained a portion of Le: 
Duc Tho's name. Mai Chi Tho has kent: 
the third part, Dinh Duc Thien — and. . 
Nguyen Duc Thuan if they are related. . 
— the second, : 

The pseudonyms say something 
about the family's social background. 
The names all come from Sino-Viet- 
namese, the Chinese-derived literary 
language which was inaccessible t. à 
uneducated and has been pro 





































gime. Duc means virtue; Tho, lor 
ity, and Thien, good. The nam 
other fragments of their biog 
suggest that the brothers came 
scholarly and perhaps privi 
background. Another hint of Tho’: 
bringing is his life-long predilect 
for poetry. At least three volumes: 
collected poems have been published; 
these provide some of the few available 
details of his life over the past 40 years. 
Le Duc Tho was born in 1910in Nam. 
Dinh, the capital of the northern pro- - 
vince of Ha Nam Ninh. Little ig kno Айу: 
about his formal education, but 
Chi Tho is believed ха haven atte 
French secondary school — n 
achievement in t hose days. E 
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Foreign Minister Nguyen Co 
Thach. 

Much of Tho's early adult- 
hood was spent in prison. By 
1932 he was being detained 
on the island of Con Dao, 
which suggests he was then 
already considered a hard- 
core activist by the French. 
During the next 12 years or so 
he passed through a succes- 
sion of key political prisons, 
starting with Son La, where |. 
his fellow prisoners included | 5. - 
many members of the present | УША 
leadership an whi chby1944 |^ 
had a well- ised CPV 
branch with its own newspaper. Then 
came Hoa Binh prison and the Hanoi 
central gaol. 

On his release from prison, he made 
his way to the nationalist Viet Minh 
headquarters near the Chinese border. 
By then he was already a leader of the 
CPV and was delegated by the party to 
accompany Ho Chi Minh back to Hanoi 
in August 1945. But in 1950, after five 
years apparently spent mostly in the 
guerilla zones of the far north, he was 
sent south. 

In 1951 the CPV's Central Directo- 
rate for South Vietnam — called 
COSVN by American officials in later 
years — was set up. Le Duan was ap- 
pointed to head the directorate, with 









Le Duan; Truong Chinh: out of step. 





Tho and Pham Hung as his assistants. 
This seems to have been the start of a 
relationship with Le Duan which has 
remained very close. Although West- 
ern specialists on Vietnam have long 
speculated that the two have been poli- 
tical rivals for much of their careers, 
other evidence — their present re- 
lationship, their apparent agreement 
on key policies, not to mention the 
warm references to Le Duan in Tho's 
poetry — suggest the opposite. 


p January 1955, Tho returned north 
and, at least for foreign observers, 
slipped into the obscurity which has 
surrounded him for much of his career. 
A lack of publicity in Vietnam today, 
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mark of iCal aii m 
not a sign of relative insig- 
nificance. In Tho's case this is 
certainly true. 

Tho's main position for the 
next 20 years was as head of 
the extremely important CPV 
Organisation Commission. 
He relinquished this position 
shortly before the fifth CPV 
congress of 1982. But he also 
seems to have played an im- 
portant role in foreign affairs 
and in policy towards the 
south, particularly when the 
armed struggle there re- 
sumed in force in 1960. And 
he also seems to have played 
the role of troubleshooter at times of 
crisis. 

Tho re-emerged to Western eyes in 
1970, when he went to Paris as "special 
adviser" to the North Vietnamese dele- 
gation at the Paris peace talks. He out- 
ranked the nominal delegation chief 
Xuan Thuy. The two men had known 
each other intimately for decades: 
Xuan Thuy had been the editor of 
the party newspaper in Son La prison 
during Tho's stay there, and the two 
men had organised a famous strike 
in the prison in 1941. In 1973 he dis- 
agreed for the last time with his United 
States interlocutor, then US secre- 
tary of state Henry Kissinger, in de- 
clining to accept his share of their joint 








DIPLOMACY 


Carry on talking 


Despite the shooting incident in the DMZ, Peking encourages 
North Korea's President Kim to continue trade talks 


By Shim Jae Hoon in Seoul 


J ust three days after the violent 
shooting incident on the border be- 
tween North and South Korea on 23 
November, which caused at least a 
temporary pause in the trade talks be- 
tween the two countries, Northern 
leader President Kim Il Sung paid an 
unheralded visit to Peking. 

Itis not known whether the timing of 
the visit was coincidental, but there 
can be no doubt that the shooting and 
its effects on the new atmosphere of 
dialogue on the Korean peninsula were 
on the agenda of talks with Chinese 
leaders, including elder statesman 
Deng Xiaoping. The fact that the 
North Koreans are aware of China's 
interest in the talks with Seoul was 
emphasised by the fact that 72-year- 
old Kim's party included Ho Dam, a 
former foreign minister and now 
chairman of the Committee for Peace- 
ful Reunification of the Fatherland, 
and the chief official overseeing the 
progress of the inter-Korean talks. 
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A day after the shooting at Panmun- 
jom, in which three northern soldiers 
and a southern guard were killed, 
Deng told a Japanese visitor that 
China supported the current series of 
negotiations between Seoul and 
Pyongyang.  Underlining Peking’s 
stated policy of seeing tension reduced 
along the demilitarised zone Бе- 
tween North and South, Deng even 


suggested that Seoul could expect to 


open direct trade talks with China — 
with which it has no diplomatic rela- 
tions — "depending on the progress of 
these talks." AH indications, then, are 
that Peking suggested to Kim that he 
continue the dialogue despite the 
shooting incident and sources in Seoul 
believe he accepted this advice. 

Also on the agenda during the visit 
was the need for a transfer of power 
from Kim to his son Kim Jong Il. 

Kim Jong П is expected to visit the 
Soviet Union next year for the first 
time since he was born there during 


World War II — in Samarkand, accord- 
ing to one biography. The elder Kim is 
understood to have briefed the Chinese 
on the purpose of his son's visit to Mos- 
cow, which is believed to be part of 
Pyongyang's plan to have the junior 
Kim accepted by the Soviet leadership 
and East European countries. Last 
year, Kim Jong Il visited Peking. 

North Korea's relations with. Mos- 
cow are closely watched by Peking. 
One of the subjects of Kapitsa's talks 
was the 13-km Soviet-North Korean 
border. The Soviets would like to ex- 
pand their cross-border trade with 
Pyongyang, rather than relying on sea 
routes. China, which has a 1,300-km 
border with North Korea, is more con- 
cerned, however, with Soviet use of the 
east coast [port of Najin. 

According >to. diplomatic sources 
here, the C inese are understandably 
cautious df Kím's moves in view of his 
past flirtations with Moscow. 


` Despite closer consultations with 


China in recent years, Kim needs con- 
tinued Soviet support for his new eco- 
nomic development plan, which starts 
in 1986, and it is believed the gist of his 
message to China was that while he 
will continue to rely on Soviet help — 
particularly for military hardware 
such as aircraft: and tanks — this 
should not conflict with Peking's long- 
term interest in seeing tension reduced 
on the Korean peninsula. 
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Nobel Peace Prize offering. 
The final offensive of the 
Vietnam War, named after 
Ho Chi Minh, brought the 
three brothers together. On 
7 April 1975, Le Due Tho 
reached the attacking army’s 
forward headquarters near 
Tay Ninh. In his memoirs 
of the offensive, Gen. Van 
Tien Dung describes him 
arriving alone, dressed in 


scruffy 


blue shirt, on a motorbike. 
Vietnamese officials who 
have worked with Tho say 
the anecdote rings true. 
“You never know what he’s 
going to do next — it's terri- 
fying,” one official told the REVIEW. | natural gas. But he was less successful 

Tho had been appointed overall poli- | in peace time. His efforts to reform the 
tical officer for the campaign. "Don't | transport system were fruitless, and he 
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Mai Chi Tho; Tho: endorsing new policies. 
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rity in southern Vietnam. 
Mai Chi Tho seems to have 
strongly supported the ef- 
forts of his old colleague, Vo 
Van Kiet, to introduce econo- 
mic reforms. The so-called 
new economic policy seems to 
have been largely formulated 
in Ho Chi Minh City when 
Kiet was party secretary 
there. And, though Mai Chi 
Tho was later heavily 
cised for letting the reforms 
get out of hand in the city 


criti- 


us 


career seems not to have been 
permanently damaged 

Le Duc Tho emerged as a 
supporter of the new econo- 
mic policies in 1982. Perhaps charac- 
teristically, the endorsement was con- 
tained in a 45-page account of a trip 


come back until you've won,” he later | was dropped from his government and | around the northern provinces to look 


said Le Duan had instructed him. | party positions in 1982. 
Thien, as chief of the army's General 


at the state of collective farms 
comment from the report pre-figured 


One 


Logistics Branch, was deputy com- M*? Chi Tho, whose revolutionary | the present pre-occupation with man- 


mander-in-chief for logistics. Mai Chi 





Tho was one of the senior cadres in | the south — including, according to one | peasants into collective 
charge of political organisation in | former southern National Liberation | marked, "is difficult, but nowhere near 
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career had been spent largely in | agement over ideology. "Organising 
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Saigon. Front cadre, underground in Saigon — | as difficult as trying to manage those 
At the fourth CPV congress in 1976, | stayed in the re-named Ho Chi Minh | collectives.” 
both younger brothers were made full | City. Initially deputy party secretary Cambodia seems to have been Tho's 


members of the party central commit- | and chief of public security forthe city, | main responsibility in recent years 
tee. Thien, who had been an alternate | he later became chairman of the peo- | though this is probably an extension of 
member since 1960, was also given the | ple's committee, the city's main ad- | his war-time work of overseeing 
Ministry of Transport and Communi- | ministrative body. He is also believed | southern affairs. He heads Commis- 
cations, and put in charge of oil and | to have overall responsibility for secu- | sion 68 (Ban 68, or B68), the special 


When you're in Singapore 
stay with friends... 









Holiday Inn Hotels 


Mile Hong Kong 
Bombay * Colombo + Golden Mie HT? S, Bahru 
Kanazawa « Madras * Manila * Nagasaki 

Kuching * Kyoto e Penang * Royal Singapore 


o Toyohashi * Yokohama 


[ro re Simply киз топусках your friends at 
А е” i 1437 OceanView te gts Royal 


Repulse Gay 
Hong Kong + Holiday Sv: 
Singapore 


ss For further information and reservations, contact any 
Holiday Inn ot our Regional Director o! Sales, c/o 
Holiday inn Harbour View Hong Kong, TST PO Box 98468 
70 Mody Road, East Tsim Sha Tsui, Kowloon, Hong Kong 
Tet: 37215161. Telex: HX 38670. Cable: INNVIEW 


Or contact our Area Sales Director, Royal Holiday Inn Singapore 


VEU T ARRIUS 25 Scotts Road, Republic of Singapore 0922 
| Be. сулус ae тел: ooo cw oso o «X. 7377-966. Telex: RS 21818. Cable HOLIDAYINN 


imer aus = 12 Nercasnco зпол | 


"Порсо узот» 


1-7 


















7 \ 


ا 


ee set up in the late 1970s to handle 
. Cambodian affairs. And, as events 


V ce mal. com: 


earlier this year seem to show, he is not 
averse to making surprise visits to 
Phnom Penh when things appear to be 
going wrong (REVIEW, 8 Mar.). 

In a politburo whose senior members 
are becoming increasingly im- 


‘mobilised by age, Tho seems to play the 


role of the restless inspector-general. 
One person who met him recently de- 


"scribed him as vigorous and didactic. 











The few Vietnamese reminiscences 


— that touch on the personalities of the 
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rothers use the same adjectives for all 
three: impatient and energetic. 

Tho represented Le Duan during the 
final offensive of 1975; when fighting 
flared up on the Cambodian border he 
went there, and since Vietnam's north- 
ern border with China has become 
tense, he has made at least three visits 
there. These include one directly be- 
fore and one directly after the Chinese 
invasion of Vietnam in February 1979. 
Few of these trips were publicised at 
the time and some were highly secret. 
All, however, were later disclosed in 
his poems. п 
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USS Beaver crew їп Soochow (1928): а common sight. 





FOREIGN RELATIONS 


Friend-ship calls 


China and the US discuss details of the first visits to Chinese ports 
of American warships since the 1949 communist takeover 


By Nayan Chanda in Washington 


|: a move designed to further con- 
solidate Sino- American military co- 
operation, chairman of the United 
States Joint Chiefs of Staff Gen. John 
Vessey will visit China in mid- 
January. Vessey's trip is expected to be 
followed by the first US Navy visit to a 
Chinese port since the 1949 communist 
takeover. 

The: REVIEW has learned that Peking 
recentlv:extended an invitation to Ves- 
sey to visit China at the beginning of 
1985. Chima has also informed the US 
of its readiness to permit the US Navy 
to calbat Chinese ports. A Chinese navy 
delegation led by Deputy Chief of 
Navy Staff Adm. Chen Youming ar- 
rived in the US on 13 November for a 
month-long official visit and has been 
discussing, among other things, details 
of the proposed US Navy visit. The de- 
legatioh comprises experts on navy 
projects proposed for Sino-American 
military technical cooperation. 

The idea of US Navy ships calling at 
Chinese ports was first mooted by then 
US defence secretary Harold Brown 
during his trip to Peking in January 
1980. Since then the concept has been 
discussed periodically but with no firm 
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commitment given by either side. It 
was during US navy secretary John 
Lehman's trip to China in August that 
Chinese military officials agreed to 
make a concrete US proposal for naval 
visits. The Chinese delegation now vis- 
iting the US was invited by Lehman. 

However, in the ensuing months the 
Chinese seemed to develop cold feet. 
US administration sources speculate 
that Chinese reticence to confirm a 
date for a port call could have been 
linked to various domestic and foreign 
policy considerations. The Foreign 
Ministry, under Foreign Minister Wu 
Xueqian, was reportedly unenthusias- 
tic about such a visit because of con- 
cern over its possible effect on China's 
independent and non-aligned foreign- 
policy stance. China must also keep in 
mind North Korean sensibilities in al- 
lowing US Navy visits to Chinese ports 
close to North Korea. 

The Chinese leadership also needs to 
prepare domestic opinion for this sym- 
bolic upgrading of relations with the 
US. Depending on one's point of view, 
such visits could be seen as further evi- 
dence of a mutually beneficial re- 
lationship developing between Wash- 
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demonstration of Chinese leader Deng 
Xiaoping's deviation from the conser- 
vative ideology of the late chairman 
Mao Zedong. Port calls in China by US 
Navy ships might be seen by present- 
day Maoists as humiliating for China, 
given that Qing dynasty China was 
forced to open its ports to foreign trade 
and warships under the treaties of 
Nanking, signed in the mid-19th cen- 
tury. 

Prior to 1949, warships of the US 
Asiatic Fleet were a common sight in 
Chinese ports, and uniformed Ameri- 
can sailors could be seen on the streets 
of inland as well as coastal cities. 
Today's government in Peking is re- 
portedly not keen on allowing exten- 
sive shore facilities for visiting US 
sailors. 


ources said China is likely to invite 

US Navy ships to call at Shanghai, 
rather than at Qingdao as originally 
suggested in August. The Chinese are 
reportedly trying to ensure that 
Chinese navy personnel will be al- 
lowed on board American ships visit- 
ing China. A recent incident involving 
Canada's refusal to let Chinese visitors 
see certain sections of a visiting ultra- 
modern Canadian frigate led the 
Chinese to retaliate by putting restric- 
tions on Canadian sailors’ shore leave. 
The type of ships which would visit 
China are among the details being 
worked out by the Chinese naval team 
in the US. 

The team also will be discussing 
navy-to-navy technical cooperation 
with assistant US secretary of the navy 
Melvyn Paisley. A Pentagon official 
said in an interview that the Chinese 
team wants to discuss surface-ship 
modernisation and development re- 
quirements of the navy, which is part 
of the People’s Liberation Army. After 
talks at the Pentagon, the team is sche- 
duled to visit US defence contractors 
and navy installations. 

Sources said the Chinese have ex- 
pressed interest in obtaining ship-to- 
air missiles, radar and sonar equip- 
ment for anti-submarine warfare from 
the US. They also have been looking at 
gas turbine engines to use in refurbish- 
ing existing ships and to drive de- 
stroyers now-on the drawing boards. 
While the US is reportedly ready to au- 
thorise the ue of limited-range mis- 
siles and radar, and anti-submarine 
warfare equipment, it is reluctant on 
technical grounds to sell to China the 
highly sophisticated turbines. 

Whatever comes out of the latest 
round of Chinese window-shopping in 
the US, actual sales and technology 
transfers are still a long way off. Some 
administration sources say that des- 
pite high-visibility exchanges of mili- 
tary visits, the level of Chinese coope- 
ration extended to the US would de- 
pend on how much of Peking's “wish- 
list" can be obtained from Washing- 
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Driving an international business enterprise 


along the road to success requires the 
services of a bank skilled in cross-country 
financing. 


HongkongBank 1S suc 


In more than a century of fH 


business ventures around tht ( 
experienced most of the likely constraints 
This experience enables us to set your 
business on the right traci 

there. And not just in the Fa ist, but 
anywhere in the 55 countries wh | 
operate our network of more than 1,000 
offices. 


Having blazed the trail for so man 
international businesses | 
qualified to put you in th: 


Talk to us today. Anywher 


Hongkong Bank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * The British Bank of the Middle Eas! 
Hang Seng Bank Limited * Wardley Limited 
Wardlev London Limited 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS АТ 31 DECEMBER 19: 
EXCEED US$60 BILLION 





Picking a diamond in the rough 
takes a special kind of skill. 


Great ideas are like diamonds. In the 
beginning, they're hard to distinguish 
from the ordinary. However, with the 
right kind of skill, what seems ordinary 
can be fashioned into a brilliant reality. 
At Epson, we know how to select the 
kind of ideas that will produce products 
that people can trust. We approach 
every idea from the very beginning. 
We carefully evaluate its worth, and 
before proceeding any further, we 
examine its applicability. If we find any 
flaws, any imperfections, we stop. 
Most corporations can dream up 
ingenious product concepts. But what 
makes Epson different from everyone 


EPSON CORPORATION: Head Office: 80 Hirooka, Shiojiri-shi, Nagano 399-07 Japan Phone: (0263) 52-2552 Telex: 3342-214 (EPSON J) 


else is that we create products for 
people. Almost every single feature 
on an Epson product is designed to 
make your life easier. You'll never 
spend weeks trying to figure out how an 
Epson product works. And you'll never 
find unnecessary gimmicks either. 

Epson's commitment to fulfill human 
needs is apparent in such outstanding 
products as our liquid crystal display, 
and the world's best-selling printers for 
personal computers and totally portable 
cordless personal computers. 

Epson. We know the difference 
between great ideas, and great ideas 
that work. 





Portable Computer PX-8 


PSON 


EPSON ELECTRONICS (SINGAPORE) PTE., LTD.: No. 1 Maritime Square, 02-19 World Trade Centre, Singapore 0409 Phone: 2786071/2 Telex: 39536 
EPSON ELECTRONICS TRADING LTD.: Room 411, Tsimshatsul Centre, East Wing 66, Mody Road Tsimshatsul, Kowloon Hong Kong Phone: 3-694343/4, 3-7213426/7 Telex: 34714 
EPSON ELECTRONICS TRADING LTD. (TAIWAN BRANCH). 1-8F, К.Ү Wealthy Bidg., 206 Nanking E. Road, Sec. 2, Taipei Taiwan R.O.C. Phone (02) 536-4339, 551-6248/9 Telex: 24444 


It looks like a creature from another planet. 

In fact, its something far more dangerous: 
the common house fly. 

With its allies, the mosquito, the cockroach 
and the rat, it causes widespread suffering in 
cities throughout the world. 

Cholera, dysentry, epidemic diarrhoea, 
malaria, yellow fever, typhoid. The list of diseases 
they carry makes frightening reading. 

Frightening when you consider the millions 
it costs to treat and cure them. More frightening 
still when you count the cost in human misery. 

At ICI we've developed a wide range of 
products to eliminate the threat before it becomes 


‘Imperator is a space spray that's ideal for 
use in streets and built-up areas, killing all flying 
insects. For long term control of flying and crawling 
insects, we developed the highly effective surface 
spray 'Cymperator. 

One of the trickiest problems we ve had to 
overcome is that of controlling mosquitoes. 

Most sprays can only be used in one or 
other of the mosquito's habitats. With ‘Actellic’ 
mosquitoes can be treated both in water where the 
larvae hatch, and in and around the house. 

While for the control of rats in towns, fields 
and orchards, the anticoagulant 'Klerat kills 
after just one feed. 
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thousands of hectares, as well as whole towns. 
They're easy to use and highly cost-effective. Anc 
along with our products, we can provide expert 
advice and help on any insect or rodent problerr 

If you're responsible for public health in 
your town, area or business and you want to know 
more, write to: Public Health Department, ICI Plan! 
Protection Division, Fernhurst. Haslemere, Surrey 
England 

Together we can make towns and cities safe 
places to live in. 


Plant Protection Divisior 
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The American Express" Сага. 
Don't leave home without it. 


In the heart of Singapore's lush, 
green splendour lies the Shangri-La. 
Set in its own Garden of Eden within 
this garden city. 

It is a paradise of beautiful 
blossoming balconies. Of well 
appointed rooms, impressive interiors 
and fine restaurants. Of superb 
recreational facilities, including tennis 
and squash. Of warm welcomes and 
thoughtful touches. Everything that 
puts the Shangn-La in the ranks of 
the world's top hotels. 

And where the American 
Express Card is always welcome. 
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Reservations: Your travcl agent or Bandar Seri Begawan 23911, چ‎ E 
Bangkok 251 4862, Bintulu 31351, Hong Kong (5) 242 367, Jakarta 365 008, Shangri La hotel 
Kota Kinabalu 52057, Kuala Belait 35391, Kuala Lumpur (03) 486 536, SINGAPORE 8 


Kuching 20977, Labuan 80042, Manila 854 655, Sandakan 42141, ————————— $ 
Singapore 737 3644, Taipei 581 4111, Tawau 72051, Tokyo (03) 667 7744. A SHANGRI-LA INTERNATIONAL HOTEL = 
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Old comrades never die 


The 45-year-old BCP faces an uncertain future as its 
traditional ally China improves ties with Rangoon 


By Bertil Lintner in Bangkok 


| n late October, the Burma Commun- 
ist Party (BCP) was still holding 
celebrations to mark the 45th anniver- 
sary of its founding on 15 August 1939. 
At gatherings held in tribal villages in 
Burma's remote and wild hills near the 
Chinese frontier, the communists con- 
demned the *two superpowers" — the 
United States and the Soviet Union — 
and told the people to hold high the 
banner of “Marxism-Leninism—Mao 
Zedong thought." 

A magazine put out by the BCP's 
propaganda department published an 
ardent poem about the life of a guerilla 


fighter and his feelings on the 
revolution, accompanied by 

a battlefield report from 
1981. 


It has been all quiet on the BCP 
front since Burmese Government 
forces in December 1982 and 
January 1983 mounted an exten- 
sive military campaign code- 
named Ye Min Aung (King 
Conqueror) II, a follow-up to Ye 
Min Aung I of 1979-80. Some ob- 
servers say the situation is almost 
like a ceasefire, especially in view 
of the continuing, vigorous gov- 
ernment offensives against the 
Karen National Union (KNU) in 
the south and the Kachin Inde- 
pendence Army (KIA) in the 
north. 

This has led to speculation over 
whether secret peace talks are 
being held between Rangoon and 
the BCP. Although some meet- 
ings are reported to have taken 
place at Pang Tara, near the Shan 
state capital of Taunggyi, insiders 
are still puzzled and uncertain as 
tc what the two main antagonists 
in the decades-long civil war in 
Burma are actually up to. 

A three-pronged movement 
west and south from the BCP's 
headquarters at Panghsangin Au- 
gust (REVIEW, 16 Aug.) so far has 
not resulted in any fresh battles, as 
initially expected by some observers. 

Some changes also recently have 
taken place in the BCP's top leader- 
ship. Ailing party chairman Thakin Ba 
Thein Tin is reportedly in continual 
need of medical care, with oxygen 
tanks always present at his side. Al- 
though he made a lengthy speech over 
the clandestine Voice of the People of 
Burma radio station during the 15 Au- 
gust celebrations, he does not take an 
active part in party work any longer. 

The ВСР'ѕ second strongman, 
hardliner Yebaw Taik Aung (REVIEW, 
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14 Арг. '83), suffered a stroke early this 
year and remains half-paralysed. This 
has left day-to-day party affairs to the 
party's two vice-chairmen — Thakin 
Pe Tint and Khin Maung Gvi. 

However, Thakin Pe Tint stays at the 
BCP's Panghsang headquarters and 
Khin Maung Gyi is based west of the 
Salween River where, reportedly, he 
alternates between the BCP's 108 mili- 
tary region near Lawksawk and the 
headquarters of the BCP's nationalist 
ally, the Shan State Army (SSA), south 
of Hsipaw. 

The division of responsibilities, 
combined with the geographical sep- 
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aration of the two vice-chairmen, has 
led some observers to believe there has 
been a split in the party between pro- 
Peking and pro-Moscow factions. But 
though Khin Maung Gyi was educated 
in the Soviet Union, he remains, like 
the other party leaders, a Maoist. 
Experienced Burma-watchers note 
that the last vestiges of "social-im- 
perialist" influence within the party 
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dilemma today. If the BCP has not as 
yet undergone any fundamental 
changes, its erstwhile backers in Pe- 
king certainly have. 

It seems that the recently concluded 
Sino-British joint declaration on the 
future of Hongkong could have had re- 
percussions even in the northeastern 
hills of Burma. On 16 September, a 
Hongkong daily newspaper, the South 
China Morning Post, reported that the 
head of the International Liaison De- 
partment of the Chinese Communist 
Party had said that his party would 
“never . . . interfere in the internal af- 
fairs of any country by using its rela- 
tions with the [communist] party of 
that country.” 

Nor would it support communist in- 
surgencies abroad, he added. This 
statement was seen as but one of many 
aimed at putting the hearts of Hong- 
kong people at ease in time for the 
signing of the joint declaration. But re- 
gional security and stable borders in 
order to safeguard China's modernisa- 
tion programme have overshadowed 

the stress in Peking's previous 

foreign policy of exporting com- 
munist revolution. 

And that, combined with the 
general belief that the BCP has to 
get the green light from the 
Chinese for any major operation, 
could explain the more than one- 
year-long absence of fighting be- 
tween the Burmese communists 
and the Rangoon government. 
From Rangoon's point of view, a 
lull in the fighting with the still 

$ powerful BCP must have been 
more than welcome when 
thousands of troops have been oc- 
2.415 cupied in battles against the KNU 
A |$ and the KIA 
|> 
hina has distanced itself 
already from the communist 
parties in Thailand and Malaysia, 
but achieving the same degree of 
diplomatic balance with Burma is 
seen by analysts as a far more 
complicated task. 

There is a long-standing history 
of mutual distrust between the 
Burmese and the Chinese. This 
culminated in the bloody 
Chinatown riots in Rangoon in 
1967; but it goes far beyond that 
and the wounds have never been 
fully healed. 

The recent visit to Peking by 
Burmese President San Yu and a recip- 
rocal trip to Rangoon by Chinese Presi- 
dent Li Xiannian early next year, 
could indicate a common interest in 
patching up the last remaining differ- 
ences between the two countries, but it 
also may be just another act of dip- 


In either case, that still leaves the 
question of what the Chinese are going 


were wiped out during a series of | to do with the BCP, for ultimately the 


purges in the late 1960s. Ideologicallv, 
the BCP remains very much as it was à 
decade ago — and that may beits main 
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final decision lies in Peking's hands 
rather than in Panghsang's 
Recent Chinese interest in Burma's 
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ind Fada even dan “that Peki ing 
would like the BCP to forge a broader 
front, which eventually could negotiate 
some kind of settlement with Rangoon. 
_ While the possibility of some anti- 
‘communist groups accepting the com- 
n iunists as partners appears far- 
fetched at this stage, both the KIA and 
the SSA now have workable agree- 
ments with the ВСР, 

` Realising their difficult position, the 
old Burmese Maoists seem to have mel- 
lowed a lot recently, at least judging 
f om the changing tune of broadcasts 
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B Emily Lau in Hongkong 


h fter seven weeks of collecting and 
MA assessing the Hongkong public's 
views on the Sino-British joint dec- 
ation on the future of the territory, 
the Assessment Office set up for that 
e pose published its report on 29 
ovember concluding that “most of 
the people of Hongkong find the draft 
agi 'eement acceptable." Brought into 
b eing on 1 September to test the accept- 
ability of the draft agreement and to 
provide the British Government and 
arliament with an assessment of 
Hongkong public opinion, the office 
was widely branded by many critics as 
а “charade” and a “farce” since the 
joint declaration could not be changed, 
and Hongkong's citizens could only 
*take it or leave it." Many bitterly re- 
se anted the Assessment Office because 
thi еу saw it as an attempt by the British 
Government to whitewash the test of 
acceptability and extract an approval 
| i om the Hongkong people. 
nina officials privately ad- 
ed that it was window dressing for 
the British Parliament, but insisted it 
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he past ye 
now is not on e past vear The feet re- 
ports and Burmese translations of 
Chinese revolutionary operas, as in the 
1970s, but on more down-to-earth top- 
ics such as national unity and 
Burma's economic problems. 

In his 15 August address, Thakin Ba 
Thein Tin even said that the main task 
of the party today is "to hold talks with 

. patriotic forces . . . to oppose the 
single-party dictatorship of the [rul- 
ing] Burma Socialist Programme Party 
and form a multi-party democratic 
system." п 


\ssessment assessed 


теге never was ап option to reject it, but it is now official that the 
pe 2С горе accept the Sino- British agreement — with reservations 


was necessary and not a waste of 
money. It was pointed out by a senior 
government official that while Peking 
and London may regard the draft 
agreement as “perfect,” the Hongkong 
Government only regards it as “good.” 
An official report which puts on the rec- 
ord the Hongkong people’s fears and 
worries could help to prevent excessive 
euphoria not only in Peking but also in 
London, where parliament is wallow- 
ing in self-congratulation. It may also 
be helpful to the work of the Sino-Bri- 
tish joint liaison group, which will be 
set up next year to deal with problems 
during the transition period. On 5 De- 
cember, the House of Commons was 
due to debate the draft agreement, 
though its approval is a foregone con- 
clusion and on 19 December, British 
Prime Minister Margaret Thatcher will 


travel to Peking to sign the joint dec- 


laration with Chinese Premier Zhao 
Ziyang. 

To ensure that the office carried out 
its work properly, an independent 
monitoring team was appointed by the 
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Е T i tha the Py x e 
ment Office had performed its duties 
impartially, but wondered whether the 
report has accurately conveyed the- 
total perspective of Hongkong's reac- 
tions as a whole. 

During the seven weeks' assessment 
period, the office received 2,494 sub- 
missions — from 679 organisations and 
1,815 individuals. Of these, 33 organi- 
sations and 364 individuals rejected 
the draft agreement. Most of those who 
refused to accept the joint declaration, 
the report said, “have challenged the 
validity of the draft agreement and the 
right of Britain and China to determine 
the future of Hongkong in this way. 
They have argued either for the status 
quo, or for Hongkong to have the right 
of self-determination, or that any 








negotiations should have been with 
Taiwan and not with Peking. They 
have stated that the PRC cannot be 
trusted to keep any promises made; the 
example of Tibet was quoted." 


s for those who accepted the joint 

declaration, many saw it as a way by 
which sovereignty could be restored to 
China peacefully while removing the 
uncertainties about the future, thus 
providing a sound basis for continued 
prosperity and stability and preserva- 
tion of the present system and lifestyle 
for 50 years after 1997. 

While concluding that there was an 
overwhelming overall acceptance, the 
report said it *has not underrated the 
degree to which those who have ac- 
cepted the draft agreement have 
placed on record their concern.” Of the 
reservations expressed, some touched 
on China's ability to implement the 
provisions of the draft agreement. 
Some said it was difficult to accept the 
assurances regarding implementation 
so far ahead, though they were pre- 
pared to give China the benefit of the 
doubt. 

They were also 'worried about 
"undue interference by China," the re- 
port said, and stressed that the basic 
principles of the joint declaration must 
be incorporated into the basic law, the 
constitution ofthe future Hongkong Spe- 
cial Administrative Region (SAR). They 
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wanted Hongkong people's participa- 


tion in the drafting of the basic law, 
and in the joint liaison group and the 
Land Commission, which will also be 
set up next year to deal with problems 
arising during the transition period. 
Many people were sceptical about 
the feasibility of the “one country, two 
systems” concept, and wondered whe- 
ther capitalism and socialism could co- 
exist without conflict. They were con- 
cerned that the views of Peking might 
prevail over those of the SAR, and if so, 
whether the SAR's socio-economic 
system would survive. It was also 


widely felt that the section in the joint 
declaration on the SAR chief executive 
was not sufficiently clear and detailed 
enough to give the needed assurance. 
Many felt the chief executiveshould be 
selected by election and not by consult- 





ation, and should be appointed by the 
SAR legislature rather than Peking. 

In many cases, the joint declaration 
was accepted with deep reservations 
because there was no choice, as one in- 
dividual wrote: “For the purpose of 
your statistics you can classify me as 
one of those who would accept the 
draft agreement but I hope you will 
also take into account that I only ac- 
cept it with much reluctance and with 
many reservations about the feasibil- 
ity of its implementation. My heart is 
not truly at ease and I have no full con- 
fidence in our future. The whole thing 
has not been a very fair play to us be- 
cause we have not had any say and 
there is no other alternative other than 
not to have an agreement at alli” , 

The sense of helplessness also. came 
through in another letter: "It is dif- 
ficult to foresee the future. The draft 
agreement is a postdated cheque. The 
result can only be known when it is 
proved." 

Others are more emphatic in their 
rejection. "After exchange of views 
and discussions with people of the var- 
ious social strata, and with the deter- 
mination of 'better to die in glory than 
live in disgrace,’ we reject the agree- 
ment as a whole," read the letter from 
the Grace Ministries Ltd. 

The Kiu Kong Chinese Merchants' 
Mutual Welfare Improvement Associa- 
tion Ltd also expressed deep distrust 
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of China: : "Judging from the past thirty 


ears of communist rule in the 
mainland, communist China has been 
acting in a treacherous way, always 
breaking promises and making unpre- 
dictable changes in policy. 
promises made to other countries or to 
the masses, China has never honoured 
any of them." 

Some felt Britain had a duty to help 
the Hongkong people. "They should 
render early support for the Hongkong 
people to determine their own destiny 
by way of a referendum so as to avert 
the fate of future persecution by the 
communists,” said the Cotton Bleach- 
ing & Dyeing Free Workers’ Union 
“The British Government ought to have 
compassion on those people who fled 
the cruelties of communist China to 
Hongkong so as to assist in resettling 
them elsewhere,” wrote one 
individual. “Britain cannot 
simply rescind a historic and 
moral responsibility of look- 
ing after its subjects. These 
people are legally British 
and cannot be made state- 


less,” said another. 
The monitoring team, 
which included former 


senior British civil servant 
Sir Patrick Nairne and 
Hongkong High Court judge 
Simon Li, said: “The verdict 
of acceptance implies 
neither positive enthusiasm 
nor passive acquiescence. 
The response to the Assess- 
ment Office has demonstrat- 
ed the realism of the people of Hong- 
kong. They know that their future now 
lies in their own hands.” 

China’s reaction to the report was 
positive. The pro-China Ta Kung Pao 
and Wen Wei Po newspapers both ran 
detailed excerpts from the report. Al- 
though the director of the Hongkong 
branch of China's official Xinhua 
newsagency, Xu Jiatun, refused to 
comment on the report, calling it "Bri- 
tain's affair," Xinhua sources said so 
long as the report helped to maintain 
stability and prosperity; it was accept- 
able to them. п 
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Citizens of 








nowhere... 


Up to 10,000 people will be 
left without nationality 
under Sino-British pact 


By Philip Bowring in Hongkong 
M inorities everywhere are a source 

of trouble for wooden bureauera- 
tie minds. Hongkong is no exception. 
Despite all the fanfare surrounding the 
Sino-British joint 
Hongkong's future 


after 1997, 


has committed itself yet to a position 
on the fate of those Hongkong resi- 
dents who fall between the cracks of 
the (wo nations' different theories of 
nationality 

This group is essentially made up of 
non-Chinese holders of British Depen- 
dent Territory Citizen (BDTC) pass- 
ports — the second-class document 
given to those born in Hongkong which 
decribes them as British but gives no 
right of abode in Britain. Paranoid as it 
is about Asian immigration, Britain is 
unwilling to grasp the problem, and 
China's ethnocentric attitudes give lit- 
tle comfort to non-Chinese. 

The problem is often officially dis- 
missed as that of a “tiny minority." But 
in sheer numbers Hongkong's minority 
population is not all that small. No fig- 
ures are available because the Hong- 
kong Government claims not to be able 
to distinguish between ethnic Chinese 
and non-Chinese holders of BDTC 
passports. However, rough estimates 
suggest 7,000-10,000 people fall into 
this category and the number is likely 
to grow significantly between now and 
1997. 

The problem does not affect the 
majority of non-Chinese in Hongkong. 
There.are some 150,000 holders of non- 
Hongkong passports living in Hong- 
kong, of whom about 40% are perma- 
nent residents. Of these, the largest 
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declaration on ~ 
when 

Peking is to resume sovereignty over — 

the territory, neither Britain nor China. 


зьбі‏ اق 








€» «e ڪھ‎ == 





\ МЕ e e m اټ ھج‎ 


N 
\\ 





\ | 
М !! 
\ Y ыыы 


\\ 
\ 
\ 














. 


ТЛ ЫЕ 
> LJ 
ree, 





) 


= |! 
“ 04 
э“. 


Ld “АХ 
—_— n м е, Р e г es " ^ 
- - Р ^ UV y. 
— : PX ٤ LS sse tie TER SEP ы S. f yo 22 SQ we! 
" " V. , эх. v i NN rd pt = 3 ~ ۹ AW N w 
oe Y == A 
ر‎ ~ е ‘ E - M 1 SE RIA 
A + - li rti ` i ~ 
| j > ' : 8 
, e 





- 
= 











v 
* 


. m М 
' ‚ j , э” Fi б m. " Ld А = s À 7 е i b , ` , - 3 : < А Sm 
Y CON d > А Р А T Ew ‚ , nf, - ә Е G r — ) A 
Ы !* « 4 т ^ n "Ku і E > K 1 =} " r3 a З " eS " ы ^ Ф Я. т "mI 
??P i. a А ^" ? { = | E 


ON 
enn А! M 3 4 5 
2 \ А, 1 re = 
| CEO 





` 
> — + 
- 


«S ANY NN W 





— m - ———M—— Á— —————— — ——— — ——À 





a m س — _— س‎ ————— 0 ——M | 
, 
^ 
y - 








Once, your telephone system was worked 
by the most refined and sophisticated 
software available. 

Human intelligence. 

And the quality of your telephone 
network depended on the quality of the 
human ‘software’ at the heart of it. 

Only too soon, the telephone 
exchange went automatic. The new systems 
were ‘hardware-based ~ inhumanly fast, 
but also inhumanly inflexible. 

Today, the wheel has gone almost full 
circle: the decreasing cost of computer 
performance has made it possible for 
telephone companies to provide almost 
human levels of flexibility and intelligence. 

Its already possible to provide such 
complicated services as calls that follow 
you round when you leave your phone; 
fully itemised phone bills; computer-to- 
computer communication; the instant- 
aneous transmission of photocopies over 
thousands of miles; information displayed 
on your TV screen in colour - and much, 
much more. 
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A modem digital telephone exchange. Ericsson’ 
AXE provides unmatched call-handling capacity. 


In the not-too-distant future, all these 
services, and others, will be provided 
through a single, integrated, network (105 
called the ‘Integrated Services Digital 
Network - ISDN for short. 105 described in 
the box.) In effect, your telephone will 
become a computer terminal communi- 
cating with a huge range of sophisticated 
devices and services. . M 

Now all this sounds fine, but there are 
plenty of telephone subscribers in the 
world who find it difficult to make a simple 
phone call – and plenty of people who just 
can't get a phone at all. These people ma 
feel a little sceptical. | 

And of course, they're right. 

Because not all telephone systems can 
capitalise easily and economically on the 
opportunities technology is presenting. 














Who's afraid of the ISDN? 


Telephone networks all over the world are 
considering the problems and opportunities 
presented by the concept of the Integrated 
Services Digital Network. 

This network will handle services which 
can be transmitted in digital form - which, 
these days, includes speech. 

As well as speech, these services include 
facsimile transmission, nationwide paging, 
mobile telephony, data transmission (direct 
communication between, and access to, 
computers), credit card and banking 
functions, videotex, and many others. 

Such services already exist, of course. 
But often they use separate lines and 
switching services, which increases their cost 
and complexity and makes widespread 
implementation of the services difficult. 

AXE was designed with the ISDN in 
mind. It is structured for ISDN, and with 
Ericsson's new APZ 212 supercomputer, it 
can handle the increased traffic. Any user of 
an AXE system with a digital group switch 
has the basis of a successful ISDN already in 
position. 


AXE: today's dominant system 
Just as in the old days a telephone 
networks quality was defined by the quality 
of its operators, so, in a modern system, 
quality is defined by software. 

Software for telephony must have very 
special qualities. 

It must be very fast, dealing with 
millions of instructions every few minutes, 
and it must be able to handle a broad range 
of complex functions, without becoming 
unwieldy and unstable. 

One system has emerged with soft- 
ware which has demonstrated its ability to 
run a modern digital network on the very 
largest scale: the AXE exchange-control 
system from Ericsson. 

The structure of AXE software is a 
model of uniquely flexible power and 
elegance. It can provide service of the 
highest standard to a tiny fishing village - 
or it can control a key exchange in a vast 
international network It can handle every 
demand a community can make of its 
telephone network today, and it can 


' accommodate every foreseeable demand of 


the future. 
The good old days? 


Still, of course, AXE can't give you 
everything that an old-fashioned operator 
could. It can't lend a sympathetic ear if 
you're burgled, or ask if your sore throat is 
getting better. But then, AXE doesn't get 
bad-tempered, or forget what number it's 
supposed to be calling. And it doesn't 
report sick. 

And even the most willing and efficient 
operator would be pushed to match the way 
a single unit of AXE can handle 800,000 
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telephone calls an hour! (That, by the way, 
is twice as many calls as any other system 
even claims it can handle.) Ў 
The telephone and you 1 
Our futures will increasingly depend on the - 
cleverness of our telecommunications. | 
Everyone should understand the issues and | 
possess the facts. ia 
If you'd like a copy of a new booklet, — 
published by Ericsson, to present the issues 
and facts comprehensibly, just complete — 
and post the coupon. ai 
We'll send you a copy of the booklet. 
By hand. М 
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AXE is the world’s most successful telephone t 
switching system. Its power and elegance, | 
and its ease of handling, have swept the 
world. 

Today, over 90 telephone companies in 
55 countries have chosen AXE, and the — 
numbers of telephone lines installed or on. 
order for connection to AXE exchanges has 
passed the 10-million mark. 


The spectacular of world confidence 
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76 77 78 79 50 н 
*AXE World Survey June 1984. 





To: Telefonaktiebolaget LM Ericsson, Ё Ц С x 


Public Telecommunications Division, fases 
$426 25, Stockholm, Sweden. 





| Please tell me more about AXE. 
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. Provided their Hongkong ce 
_ does not cause them eventually to lose 
nationality of origin, these people 
`` have no problem — though that could 
yet become a problem for some Malay- 

Chinese long-resident in Hong- 

| kor and some Indians. 
This still leaves the several thousand 
persons who were born in Hongkong, 
- but are not of Chinese origin, and who 
have no right to a passport of the coun- 
oe from which their parents or grand- 
jarents came. The largest groups are 
lieved to be of Indian and Por- 

EE Vero descent, but in- 

_ eludes others such as Filipinos. In ad- 

dition there are a number of stateless 

_ persons living in Hongkong, of whom 
— the largest group are Vietnamese re- 
Кее». 

Aceording to the British memoran- 
4 dum to the joint declaration, all per- 
sons entitled to а BDTC passport on 30 
-June 1997 will be entitled after the 
— transfer of sovereignty to an equiva- 

— lent document issued by the British 
— Government, which will continue to 
confer nationality but not the right of 
abode in Britain. However, this status 
will not be inheritable. 

The Chinese will recognise the right 
of Hongkong holders of this passport to 

use it for travelling outside China. But 
_ becauseChina, unlike Britain, does not 
-— permit dual nationality, the Chinese 
—— memorandum to the declaration 

- merely describes this as a "travel docu- 

ment," not a passport — a word which 
in international! law confers national- 

a ity: 






7 the 3 





pr hus the British are promising nation- 
T ality, but only to one generation and 
only conferring the right of abode in a 
_ place over which they will have no con- 
- trol. Meanwhile, China has promised 
_ nationality only to “all Hongkong Chi- 
_ nesecompatriots." Thatleavesopenthe 
questions of whether everyone not in 
— possession of some other nationality 
— Will become “Chinese,” and what to do 
about those who do not regard them- 
— selves as “compatriots” but have no 
-— other nationality rights. 
— — China's current nationality law, as 
` adopted by the fifth National Peoples’ 
| Congress, defines a Chinese as some- 
— one born in China and who has at least 
— опе parent who is a Chinese national. 
— This begs several questions, but clearly 
does not include non-Chinese born in 
-— Hongkong. However, they may be pro- 
_ vided for by other articles in the na- 
of tionality law. One states that people 
— born in China who are “stateless or of 
. uncertain nationality" are Chinese. 
. This phrase may, but does not neces- 
— —sarily, apply to people born in Hong- 
kong. There is also a provision bv 
which aliens or stateless persons 
"may" acquire Chinese nationality 
under certain conditions but. this is 
clearly discretionary. 
So a substantial number of people 
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etr children. "Bri. | 
tain's attitude is that as they will have 
the right of abode in Hongkong there is 
no problem. But having a right of 
abode but no home country to provide 
— in the last resort — protection is the 
basis for only a flimsy future. 

Britain has said it will make special 
arrangements for those born in Hong- 
kong after 1997 to holders of BDTC 
passports who are not eligible for 
Chinese nationality. But what these 
may be, or what — if any — rights they 
may confer has not been indicated. 





SINGAPORE 
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nore ane "ilegal deprivation с 
rights of its passport holders — as in 
the case of East African Asians whose 
rights of settlement in Britain were ar- 
bitrarily curtailed — assurances on 
this point may not be worth much. But 
they should be no less worthless, and 
no less required, than the promises of 
Chinese senior statesman Deng Xiao- 
ping. 

One problem is that the Chinese 
majority has no wish to push for what 
they regard as “special” rights fornon- 
Chinese. Should this group be singled 






The born losers 


The PAP, holding every seat but one, is taking no chances, and 
hounds the weak and bankrupt opposition every way it can 


By V. G. Kulkarni in Singapore 


Ww the general election finally 
confirmed officially to be held on 
22 December, Singapore's opposition 
parties are facing an uphill battle 
against the long entrenched political 
machine of the ruling People’s Action 
Party (PAP). With the PAP in power 
for an uninterrupted 25 years, the op- 
position forces will go to the hustings 
severely handicapped by a lack of 
adequate funds and manpower. Prime 
Minister Lee Kuan Yew said in Sep- 
tember that he had expected credible 
opposition to emerge in the past couple 
of years — after the upset victory of 
Workers’ Party (WP) secretary-general 
J. B. Jeyaretnam in a by-election in Oc- 
tober 1981. But Lee added that he had 
been disappointed that the opposition 
had been unable to organise itself ef- 
fectively. 

Although PAP leaders have time and 
again paid lip service to welcoming — 
in their words — "sound, sane and ra- 
tional" opposition, their 
actions have largely belied 
that. It may not be the duty 
of an elected government to 
foster opposition, but the 
PAP has left no stone un- 
turned in hounding its 
fledgeling opponents. 

While the opposition 
found a lone voice in parli- 
ament after Jeyaretnam's 
election, his persistent ef- 
forts in eliciting informa- 
tion through parliamen- 
tary questions from the 
government have been 
largely futile, Ministers 
have routinely ignored the 
crux of his questions and 
have often met his points 
with derision in contrast to 
parliamentary practices 
abroad. Under the proce- 
dures framed by the PAP 


parliament, a minister may simply re- 
fuse to divulge information even if no 
sensitive or national-security issues 
are involved. 

In a parliamentary question on 19 
October, Jeyaretnam asked Defence 
Minister Goh Chok Tong whether the 
impending resignation of Brig.-Gen. 
Lee Hsien Loong, the prime minister's 
elder son, from the army was known or 
expected when he was promoted to 
that rank. Hsien Loong was promoted 
out of turn in August and appointed 
political secretary to the defence 
minister on 21 October after leaving 
the army the same day. But his depar- 
ture from the army and his nomination 
as a PAP candidate for parliament had 
been leaked to the local press months 
before 

Goh gave a lengthy answer but des- 
pite further querying would not di- 
vulge if the authorities had known 
about Hsien Loong's intention to re- 
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out for separate treatment which 
would be regarded as “better” even by 
those with no desire whatsoever to set 
foot in Britain, let alone live there? The 
answer seems to be that if China does 
not take them as their own, Britain has 
an obligation to do so. And even if 
China is eventually willing to grant 
them nationality, the British may do 
well to acknowledge that many of 
those concerned may even though 
brought up in Hongkong and mostly 
speaking Chinese — feel more British 
than Chinese, and treat them accord- 
ingly. п 


sign from the army when һе was pro- 
moted. And when Jeyaretnam asked if 
the candidate was promoted to further 
his political career, First Deputy Prime 
Minister Goh Keng Swee rose to the 
defence, accusing the opposition MP of 
“unworthy innuendo.” He further 
challenged Jeyaretnam to make the 
same charge “outside the privileged 
walls of this house and we will see 
whether or not he will get away with a 
libel suit.” 

Libel suits have long been a weapon 
in the PAP armoury against the WP. A 
libel action of 1972 by a former PAP 
MP against the WP which dragged on 
into the 1980s forced the WP into re- 


ceivership. The prime minister also 


successfully won a libel case against 
Jeyaretnam and then donated the sum 
awarded by the court to charity. In yet 
another action, when the WP sued Sec- 
ond Deputy Prime Minister S. Rajarat- 
nam in 1982, the government amended 
the Societies Act, under which politi- 
cal parties and other organisations 
were required to place a security depo- 
sit with the court before pursuing libel 
proceedings. The WP did not have the 
funds, having been put in receivership 
for the 1972 court case, and it ended up 
paying costs to Rajaratnam. According 
to Jeyaretnam, the WP managed to pay 
off the costs involved in the 1972 case 
by the end of last year and then applied 





Jeyaretnam: challenged. 
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Incredibly 


Swiss. 


For Precious 
Metals — 


Credit Suisse. 


In its Incredibly Swiss way, 


( edit Suisse has made 
a decisive contribution to 
Switzerland's worldwide role 
in the precious metals trade. 
After all, dealing in gold, 
silver, platinum and palladium 
is a Credit Suisse speciality. 
The bank’s leading posi 
tion is reinforced by its own 
precious metals refinery, 
Valcambi SA, which produces 
bars and ingots of all sizes. 
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Credit Suisse. Incredibly Swiss. 
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appeal for funds along with copies of 
its party organ and was promptly 
charged in 1983 with soliciting funds 
without police permission, a criminal 
action under local laws. The appeal 


` and counter-appeal of this case are 
still pending, and the courts have not 


ét revoked the receivership which had 
been instituted specifically for the 
urpose of recovering the costs of the 


pu 
- 1972 action. Matters of legality apart, 


what puzzles many foreign observers 
is, despite the near total stranglehold 
why the PAP 
ruthlessly pursues the financially 
bankrupt WP? 

The inevitable conclusion has to be 
that the PAP's motives are political. In 
the PAP's Singapore, the government 


intrudes on and controls almost all as- 


p of people's lives. The re- 
entless trampling of the opposi- 
tion could serve as an indirect 


of joining hands with the opposi- 
tion to air their grievances. The 
compliant local media have little 
latitude for political dissent and 
give scant coverage to the oppo- 
sition parties. 


nstitutes of higher learning 

fare no better. Elsewhere, the 
academic community has served 
as a marketplace for diverse poli- 
tical ideas, but in Singapore edu- 
cation is subject to state inter- 
ference. Recently a student 
body at the National Univer- 
sity of Singapore, called the 
Political Association, brought 
out a periodical to air its views 
on current local issues. The 
authorities did not take kindly 
to this youthful activism and 
transferred the publication to 
Union, 
whose activities and finances are 
supervised by the university adminis- 
tration under a 19754egislation. 

The first issue of the Political As- 
sociation's paper dwelt on some issues 
of current local interest which are the 
very stuff of the coming general elec- 
tion. Among the major issues the oppo- 


sition parties will focus on in their 


campaign are: 

» The controversial age for with- 
drawal from the compulsory Cental 
Provident Fund (CPF) scheme. The 
PAP government wants to raiseit from 
95 to 60 and eventually 65. After the 
government's proposal met with 
strong objections from the people, the 
PAP decided to shelve it for the time 
being, without abandoning its ulti- 
mate goal. As CPF is the only form of 
saving for most Singaporeans, all the 
opposition parties have opposed the 
government's move. For money- 
minded Singaporeans, this could well 
be the most important issue of the elec- 
tion. 
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admissions to their children. This is a 
favourite policy of Lee, who also be- 
lieves that inherited qualities largely 
determine a person's potential. In line 
with this unproven thesis, while en- 
couraging educated women to beget 
more children, the government is ask- 
ing the less educated and the poor to 
"stop at two." All the opposition par- 
ties have come out against this bla- 
tantly discriminatory measure. 

» The PAP's policies of streaming 
children in primary schools. As this 
policy also works against slow learners 
and students of poor parents, the oppo- 
sition has decried it, but the PAP has 
stuck with it in the name of overall 
societal efficiency. 

» The Medisave scheme, under which 
the government is abolishing state 
subsidies for health care and is making 
























people pay for hospital treatment by 
saving money in their CPF account 
throughout a person's working life. 
Opposition parties have called for a 


comprehensive health insurance 
scheme which the government feels 
may not work in practice. 

» The presidential system. Although 
details of proposed amendments to the 
constitution have yet to be released, 
the PAP is likely to end up making the 
office of president a powerful one, and 
Lee himself may be a candidate. All 
this is being done ostensibly to give the 
president the power to protect the 
country's reserves from an inept 
parliament. The opposition parties 
also see in this a move to pave the way 
for Lee's son to become prime minis- 
ter while the father remains presi- 
dent. 

» The most important issue the oppo- 
sition is capitalisingon is the tight con- 
trol exercised by the government on 
people's lives. The WP's slogan is: 


to 
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PAP is fighting on its record of idm 
sive economic growth during its years 
in power. As Singaporeans vote with 
pocket books fuller than others in the 
region, the bulk of the votes and the 
seats will certainly be won by the rul- 
ing party. The opposition which has in 
past general elections scored about a 
quarter of the votes, has largely de- 
pended on people disaffected with the 
government on specified issues and 
will have to do so this time around. 


Ithough opposition parties main- 

tain that a large number of the 
poor those earning $$1,000 
(US$463) a month or less — who have 
been affected by the high cost of living, 
could vote against the PAP, it remains 
an unknown factor in the absence of 
reliable opinion polls. The extent of 
voter disaffection with the PAP 
will decide how many seats, if 
any, the opposition will ob- 
tain. 

The opposition parties are ex- 
pected to field more than 40 
candidates, though the exact 
number will not be known until 
nomination day, 12 December. 
This could result in the PAP re- 
taining more than 30 of the total 
79 seats unopposed even before 
the voting. 

The most important individual 
contest will be in the Anson con- 
stituency, where Jeyaretnam will 
be seeking re-election. Both sides 
see the battle as symbolic of the 
struggle to retain or even in- 
crease an opposition voice in 
parliament against the wish of 
the PAP. The governing party, 
deeply wounded by Jeyaretnam's 
by-election victory, has been 
very active in Anson and is field- 
ing Ng Pock Too, a former civil 
servant who was appointed poli- 
tical secretary to the prime 
minister early this year. The Anson 
constituency boundary has been re- 
drawn, which could result in a cut in 
the number of known WP supporters 
there. The PAP leaders have put out 
the word that they are confident of 
winning the constituency back. For his 
part, Jeyaretnam has claimed that the 
majority of the Anson voters from all 
walks of life and despite the redrawn 
boundary, will support him. 

Even if the voters do reject Jeyarat- 
nam and other opposition candidates, 
there still might be some sort of oppo- 
sition in the next parliament, even if 
only a controversial one. The PAP re- 
cently amended the constituion to pro- 
vide for the appointment as “second 
class” MPs three unsuccessful opposi- 
tion candidates if the ruling party 
sweeps the field. The opposition has 
rejected this and says it will refuse to 
accept such grace and favour — but 
these brave words may chance after 
the voting. п 
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"Information about money is becoming 
almost as important as money itself. 


That’s why we developed CitiBanking: j 


© 1984 Citibank, N. A. Member FDH 


From The Citi of Tomorrow:..CitiBankin$ today. 
How much to invest? Where to invest? When to 
invest? The right information at the right time ean 
make a crucial difference to your company. The 
difference between investment success and tailure, 
profit and loss. 

CitiBanking gives you that intormation. Accurately, 
reliably, electronically. In seconds, you can get current 
money market rates. Up-to-the-minute foreign ex- 
change summaries and exposure analyses. Cash avail- 
ability analyses. And more. All with remarkable case. 

Only CitiBanking gives you real-time access to 
your accounts in over 33 countries—for information 
and transactions. 

Citibanking gives vou unmatched security, too. 
Because you communicate with Citibank offices 
around the world through our own private financial 
telecommunications network. 

To find out how vour company ean benefit from 
the worlds most advanced electronically delivered 
financial services, call vour local Citibank Account 
Manager. You'll get the services vou need to make the 
most of vour company’s money, day after day. 
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A Monument to Mexico 
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This is the lOlst new General 

Electric loc ( motive assembled іп Мехісо 

a monument to the resourcefulness of 
a growing country working to improve 
its entire railroad system. 

The idea to assemble their own 
locomotives came from Mexico’s desire 
to utilize national products in order 
to save foreign exchange and help the 
balan e of payments. 

Now, ( Е locomotives arrive 
in Aguascalientes in dismantled form. 
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The Mexicans complete assembly with 
Mexican-made fabricated components 
which include nose cabs, main engine, 
auxiliary cabs and fuel tanks. Following 
assembly and test, locomotives are 
painted, tested, commissioned and 
delivered to the railway to be put 

into service. 

Today, the Nacional de Mexico 
employs 57 skilled mechanics and 
assembly and test specialists devoted 
to locomotive assembly. 





What Mexico has done, in order 
to grow and revitalize its railroads, is 
to create an entirely new industry. And 
that, in turn, helps revitalize the whole 
economy. GE is proud to have helped. 
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. Super features in a super compact body 
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Canon PC15/25 Mini-Copier with Foolscap Size and RE 


The Canon Mini-Copier that's amazingly versatile. It's everything you want in a copier 
especially its size. The super compact PC15/25 Mini Copiers are the first with RE and 
foolscap size copy capability. With the world's first replaceable cartridge, the PC-15/25 
are the most affordable, simple to use and virtually service-free mini-copiers. 





CANON SINGAPORE PTE LTD For further information, please contact Hong Kong Jardine Marketing Services Ltd Tel 8373721 
Malaysia Mulpha Trading Sdn Bhd (Canon Division) Tel 556066 Philippines Datagraphics Inc. Metro Manila Tel 85-50-11 
Singapore Canon Marketing Services Pte Ltd Tel 273-5311 Thailand FMA Corp. Ltd. Bangkok Te! 235-0158 

Sri Lanka Metropolitan Agencies Ltd Colombo Tel 35946 





I. 5:8 seconds 
you'll discover 


why Porsche 
fit NCT tyres. 
























The Porsche 911 3.3 Turbo 
takes just 5.3 seconds to travel 
from 0-60 mph. 

It can exceed 160 mph. 

And all that stops it sliding 
intothe scenery are four patches 
of rubber. 

Its no surprise then, that 
Porsche insist that these patches 
of rubber offer exceptionally 
sure-footed grip. 

And no surprise that they 
specify Goodyear NCT tyres. 

NCT is short for Neutral 
Contour Technology. 

Put simply, it enables you 
toplant more rubber more firmly 
on the ground. 

The tread and profile of the 


NCT were developed directly from 
our highly successful Formula | 
rain-racing tyre. 


OODYEAR RAIN-RACING 
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Straight, circumferential gro 
oves and open shoulder radial 
channels quickly disperse the 
water and resist aquaplaning 

Especially at higher speeds 


Usingourunique£g 
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At 62 mph the NC} 
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INSTANTLY HYATT. 


One telephone call does it all. I lvatt's new 
computerized reservations system can confirm 
reservations instantly, at any of our worldwide 
hotels. 

Our sophisticated system confirms rooms and 
rates, performs instant currency conversions and 
offers detailed information on every Hyatt Hotel. 
You can reserve special accommodation like 
ocean front rooms or extra-firm bedding. arrange 
dinner reservations and limousine service. 

Hyatt helps take the guesswork 
out of planning international travel. Call 


us now and see. WISH 


YOU WERE 
HERE 


HYATT (HOTELS 


For instant reservations at 115 hotels 
in 27 countries worldwide, call Tokyo 
(03) 345-1481, Hong Kong (3) 723-3388, 
Singapore 733-1188, Australia 008-222-188. 








e WHAT do. Australia and Japan 
have in common? One answer is 
prime ministers, both popular at 
home and abroad, both disliked by 
powerful sections of their own par- 
ties and both victims of unlooked-for 
set-backs. Yasuhiro Nakasone was 
forced to “eat crow" as the Ameri- 
cans say in return for the achieve- 
ment of becoming the first Japanese 
prime minister in 12 years to be re- 
elected to the presidency of the ruling 
Liberal Democratic Party. The 
party’s factions evidently would 
rather have a faceless clone depen- 
dent on their approval than a man 
capable of appealing, over their 
heads, to the electorate and who can 
get along with foreigners with suspi- 
cious ease. Australia’s Bob Hawke 
won on his record so far, and I suspect 
that his reduced majority was at least 
partly the result of a national desire 
that no one should be allowed to get 
above himself. 

€ CANBERRA'S wheels may turn as 
slowly as those of any bureaucracy, 
but I am delighted that finally a deci- 
sion has been made to award a pen- 
sion to Ann Hughes, widow of our 
long-term columnist, Richard, who 
died in Hongkong in January. Read- 
ers of this column may remember that 
I raised the question of whether the 
act-of-grace pension granted to Dick 
would be transferred to Annie during 
the REVIEW's interview with Hawke 
(16 Feb.), and was assured then that 
the matter would be given his “most 
sympathetic consideration" when it 
came across his desk. Our Sydney 
correspondent, Hamish McDonald, 
tells me that just before Australia 
went to the polls Hawke and his 
cabinet colleagues decided as an act 
of grace to bypass the normal resi- 
dential requirements — the same 
barrier that kept Dick himself 
from receiving an Australian pension 
until a few months before his death, 
again on Hawke's personal interven- 
tion. The waiver on Australian resi- 
dence has only been granted in two 
previous cases, both for widows of 
Australian holders of the Victoria 
Cross, the country's highest award 
for military valour. 

Annie, who has acquired Austra- 
lian citizenship, will not receive a 
princely sum: the maximum for a 
widow with no dependent children is 
A$91.9 (US$78.9) a week, indexed at 
six-month intervals to the Australian 
Consumer Price Index. It will be sub- 
ject to the same "Assets Test" that 
caused Hawke some strife in his elec- 
tion campaign, reducing payments by 
A$20 for every A$1,000 of assets 
above A$70,000 (or A$120,000 in the 
case of a family home). Annie's pen- 
sion will be backdated to the week 
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after Dick's death, 12 January, Mean- 
while, I am glad to say, copies of 
Barefoot Reporter, the collection of 
Dick's best columns written for the 
REVIEW between 1971 and 1983 are 
selling well. 

e "OH what a relief to be flying 
Garuda." This is an authentic pas- 
senger statement from deputy editor 
Philip Bowring. All things are rela- 
tive, after all, and Bowring and 
Jakarta bureau chief Susumu 
Awanohara thanked God to be in the 
quiet comfort of a Jakarta-bound 
Garuda Fokker F28 after two days 
spent in Balikpapan, East Kaliman- 
tan at the tender mercies of Bouraq 
Indonesian Airlines, the private car- 
rier owned by timber, etc. magnate 
Jerry Sumendap. 

They were due to fly from Balikpa- 
pan to Manado in northern Sulawesi 
on a flight originating in Jakarta. 
Two hours late, Bouraq's ancient Vic- 
kers Viscount touched down, where- 
upon the nose wheel collapsed and 
the plane slid screechingly to a halt. 
Luckily it stayed on the runway, 
there was no fire and the passengers 
escaped shaken but unhurt. 

Bouraq couldn't even summon up 
an apology for this peformance but 
assured passengers that (if they were 
game for another try) another air- 
craft would take them on to Manado 
once the runway was cleared. Three 
hours later, as clearance finally got 
under way, passengers were told 
there was, after all, no spare plane. 
Come back for tomorrow's flight. 
They dutifully did. 

Next morning, also two hours late, 
another ancient Viscount hove into 
view and touched down without mis- 
hap. The previous day's survivors and 
the newcomers boarded expectantly, 
if a trifle nervously. But after two en- 
gines had been started, they were 
suddently stopped and everyone was 
ordered off. "A problem with the 
radio," it was explained. Actually the 
problem was with one engine which 
resolutely failed to start. 

For the next three hours a none- 
too-professional-looking bunch of 
"engineers," armed with a toolbox 
only marginally better equipped than 
that of the average car, tinkered in- 
termittently with the recalcitrant en- 
gine. Then it was announced that, 
even if the engine were now working, 
it was too late to start for Manado be- 
cause of lack of instrument landing 
facilities there. Come back tomor- 
row! 

At this point even the patience and 
courage of hardened Manadonese 
Bouraq fliers expired and many set 
off to find passage on a ship, even 
though this would not reach Manado 
for a couple of days. Bowring and 













Awanohara, who had now spent two 
of thethree days allotted to looking at 
regional development in the Manado 
region sitting at Balikpapan airport, 
and with a Sunday ahead of them, 
abandoned the trip and took refugein 
Garuda's next flight to Jakarta. 

Such misadventures might be ex- 
pected were Balikpapan off the edge 
of the map. But not only is it the © 
second busiest airport in Indonesia 
after Jakarta's Halim; Bouraq claims 
it as its "home base." 

Bowring was especially disap- 
pointed not to get to Manado, centre 
of the Minahasa region fabled for its 
cloves, coconuts and churches and 
reputedly the most prosperous area 
in the country. He has been wanting 
to visit it ever since, emerging from a 
collapsing Saigon in April 1975, he 
met at Bangkok airport a scion of one 
of Manado’s best-known families — 
writer Marianne Katoppo, winner of 
an Asean literary award last year for 
her novel Raumanen. 

She waxed so eloquent on the at- 
tractions of her home province that 
he determined to get there one day. 
He has not given up. But next time he 
will trust to Garuda, or a ship. 
€ A FEW weeks ago, we ran a some- 
what gnomic notice posted in à 
Bangkok temple which read: “On the 
way up there is а prabrom- 
sareerigadhat." For a visitor to Sri 
Lanka, this recent front-page head- 
line in The Island newspaper was 
similarly enigmatic: 


Mrs. B.given 
permission to 
hold poojas at 
Medirigiriya 


e IN Canton, this summer, reader 
Richard Morris spotted this soon-to- 
be-opened shop. Unfortunately a 
banner celebrating the opening hung 
across the Chinese characters, so | 
have no idea what its specialitv is 

but judging by the English-language 
version it would appear that its own- 
ers are not completely in favour of the 
rapidity of China's modernisation: 











Pr Las 








۴ 
Ё, 
2 


pem 








LEAS ss Аза 
КА TR NT Ji 
` INDIA i 


Referendum or verdict 


The government seeks a simple vote of confidence in the Gandhi 
dynasty, while the opposition struggles to present issues 


By Salamat Ali and Mohan Ram in New Delhi 


he ruling Congress party has one 

tactic for winning India's eighth 
general election since independence — 
to ride what it hopes will be a wave of 
sympathy for the son of the assassi- 
nated prime minister and turn the vot- 
ing into a referendum on the Gandhi 
family’s popularity. 

The message comes across clearly in 
50 million giant coloured posters 
showing the late Indira Gandhi and 
Rajiv, her bereaved son and successor 
in office. It is also clear in one of the 
party's main campaign slogans: “In 
memory of Indira; in support of Rajiv, 
put yourstamp on the hand.” The hand 
is the Congress-I symbol on the elec- 
tion ballot, which carries one symbol 
for each party for the benefit of India’s 
millions of illiterates. 

The opposition parties, if they are to 
have any chance of winning the elec- 
tion — being held over three days in 
late December — must convince the 
voters that this is not a plebiscite on 
Gandhi's popularity but a verdict on 








the past five years of Congress’ rule. 
They are hoping this election will be 
similar to that in 1967, which followed 
the death in 1964 of the founder of the 
ruling dynasty, Jawaharlal Nehru. 
Nehru's personal popularity ‘had 
won the party more than two-thirds of 
the parliamentary seats in the first 
three elections after 1952. When Mrs 
Gandhi took over the prime minister- 
ship in 1966 after Lal Bahadur Shas- 


tri's 18-month rule and faced the elec- 


torate; Congress lost its two-thirds 
majority ànd won only 283 of the 510 
seats contested — a 28-seat majority 
and only just considered workable. 

As put by Bashiruddin Ahmed, a po- 
litical scientist at the New Delhi- 
based Institute for the Study of De- 
veloping Societies, Indian elections 
after the 1967 polis,ceased to be “nor- 
mal” and became more like referen- 
dums, as some factor or other unre- 
lated to the usual performance of a 
government intervened and became a 
single issue to be settled by the people. 


Technocrats for goons 


Rajiv Gandhi's three top advisers and close friends have 
moved in to replace his brother’s strongarm men 


W ithout spelling out what those 
changes are to be, Prime Minister 
Rajiv Gandhi declared in the third 
week of November his intention to 
bring about some changes in India's 
political system. This brought a quick 
demand from former prime minister 
Chaudhury Charan Singh that Rajiv 
should outline his plan. He argued the 
changes would be worth considering 
only if they aimed at ending “over-cen- 
tralisation" of power in New Delhi. 
Although the prime minister could 
even be hinting at a presidential form 
of government, as 
rumoured before his 
mother's assassination, 
or any number of other 
possibilities, the increas- 
ing demand for- decen- 
tralisation of power is a 
product partly of the de- 
cline of the ruling Con- 
gress aS amass party rep- 
resenting all interests. Its 
steady emasculation was 
contributed to by the two 
splits it suffered in the 
past two decades, the re- 
luctance of Indira Gan- 
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dhi to hold party elections, the infight- 
ing among nominated party office 
bearers and ministers in the states, 
manipulation by the high command of 
the factional rivalries to prevent the rise 
of regional bosses in the party, almost 
total reliance of the Congress govern- 
ment on bureaucracy and, finally, the 
induction of unsavoury elements in- 
cluding “goon squads” from the under- 
world to fill the political vacuum. 

The final step was taken by the late 
Sanjay Gandhi, Rajiv's younger 


brother, who emerged as the most 
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normal election at which her term of 
five years would have been under 
scrutiny, despite her well-known in- 
tention of again seeking to try to turn it 
into a referendum on alleged attempts 
by unnamed domestic and foreign 
quarters to destabilise India. Now, 
with her having fallen victim to the ex- 
tremist Sikh reaction to the storming 
of the.Golden Temple in Amritsar in 
June, Congress expects to cash in not 
only on a perceived sympathy vote but 
more importantly and equally strong 
empathy among Hindus — more than 
two-thirds of the country's population 
— who, Congress officials believe, 
have taken the assassination as an as- 
sault on India and their own position 
as the predominant community. 

The strong appeal now is for unity of 
India around Gandhi inthe face of exter- 
nal and internal threats so dramati- 
cally underscored by his mother's mur- 
der and, in its wake, by statements 
from all political leaders emphasising 
the danger to unity. The opposition's 
discomfiture over this thrust of the 
campaign was best described by Com- 
munist Party of India-Marxist (CPI- 
M) leader E. M. S. Namboodiripad, 
who said: "While a living Indira Gan- 
dhi was the vote-getter in the past elec- 
tions, her martyrdom is being made her 
party's vote-netter now." 

But the opposition is partly to blame 


powerful person after Mrs Gandhi, not 
only in the party but also in the admin- 
istration of the country, though he had 
no formal position in either. 
Following Sanjay’s death, and 
Rajiv’s induction as Mrs Gandhi's poli- 
tical heir-apparent, a large section of 
Sanjay faithful were drawn to Sanjay's 
wife, Maneka, who launched a party of 
her own — Rashtrya Sanjay Manch. 
The remaining. Sanjay supporters 
switched their loyalties to the new ris- 
ing son. But, aware of the notoriety of 
his late brother's cronies, Rajiv kept 
most of them at arms length and culti- 
vated a clean image. 
In place of. Sanjay's political 
gangsters, he brought in a manage- 
ment elite and technocrats to run the 
powerful personal secretariat his 
brother had left. As in Sanjay's days, 
these backroom boys of 
the secretariat exercised 
more authority than the 
nominated -+> Congress 
functionaries or cabinet 
ministers. 

One of the resentments 
of the Congress old guard 
is that both the party 
апа е country are run 
by a triumvirate in 
Rajiv’s name and that 
none of these three aides 
of ‘the prime minister 

"hasany links or influence 
in^ the |. nominated 


13 DECEMBER (804 о FAR EASTERN ECOMOMC PEEVE: 


PHOTOS PANA-INDIA 






= ww = 





for this, because by attacking the 
dynastic succession it invited the Con- 
gress argument of the national need for 
continuity to avoid political instabil- 
ity. In this way it laid the foundations 
for turning theelection campaign intoa 
vote against Mrs Gandhi's murder. 

Ironically, since the opposition was 

to fight the elections on the key issue of 
dethroning Mrs Gandhi 
and, as Janata Party sec- 
retary-general George Fer- 
nandes told the REVIEW, 
had not thought beyond 
overthrowing her, the first 
casualty of her murder has 
been the idea of unity 
among opposition parties. 
Although neither  Fer- 
nandes nor any other oppo- 
sition leader will admit it, : 
the murder afflicted the 
opposition with a sense of 
anti-climax and left it 
without purpose. In this 
void, the opposition has not 

. been able to assess so far 
whether her death has de- 
creased or increased its 
chances of defeating the 
ruling party. 


nother Janata leader, 
Syed Shahabuddin, 
claims that he sees no wave 
of sympathy cutting across 
all regional and social divi- 


structure of the Congress 

‘party. In the clashes that 

have already occurred be- 

tween the old guard and 

ithe triumvirate, the form- 

er have come off the 

losers; some  Congress- 
men blame the removal 

from the party's par- 

liamentary tickets of 

-themselves or their nominees on one 
or the other member of the group of 
three. ' 

The three-member power caucus is 
made up of Arun Nehru, Rajiv's cousin 
and old schoolmate, Arun Singh, who 
was with Rajiv at Cambridge Univer- 
sity and another schoolmate Makhan 
Lal Fotedar. These three were recently 
designated respectively as secretary- 
general of the Congress, parliamentary 
secretary and political secretary. A 
former executive of the Jensen and 
Nicholson group, Nehru was brought 
into politics before. Rajiv, during the 
last days of Sanjay’s life. Maneka in- 
fluenced the decision to run him for 
parliament from Rae Bareli consti- 
tuency, which Mrs Gandhi had vacated 
to retain the other constituency in 
Medak district of Andhra Pradesh that 
she had won together with Rae Bareli 
1980. (In India a candidate can stand 
for more than one seat but hold only 
one.) But he came to the fore only when 
Rajiv entered politics about two years 
ago. With Rajiv taking over the presi- 
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dency of the party, he has been as- 
signed the most sensitive party respon- 
sibility — receipt of funds — a task 
which Mrs Gandhi had earlier given to 
Rajiv. Nehru played a key role in the 
dismissal of N. T. Rama Rao’s ministry 
in Andhra Pradesh, a move New Delhi 
later had to rescind. 


former executive of Reckitt and 
Coleman's Indian branch, Arun 
Singh, as parliamentary secretary, is 
the chief of staff of the prime minister, 
who has ordered that all official papers 
moving up to him should be routed 
through Arun, Singh. Related to the 
former ruling house of the now-defunct 
princely state of Kapurthala in Punjab, 
he was returned to parliament from 
Madhya Pradesh. Arun Singh was one 
of the key advisers in dealing with the 
Sikh problem in Punjab and played an 
important role during “Operation Blue 
Star” — the storming of the Golden 
Temple in Amritsar by the army — and 
its aftermath. 
Political secretary Fotedar is a 


[ ] States ruled by Congress- 
First figure — Total number of seats in the state 
Second figure — Seats won by Congress- in 1980 
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sions of the total electorate and that 
the initial emotional upsurge is peter- 
ing out very fast and would not last 
until the polling date. All the same, the 
opposition leaders are trimming their 
sails. 

They have decided to avoid in their 
campaign speeches any reference to 
Mrs Gandhi's person and make use of 
the assassination and its 
aftermath to emphasise the 
government's failure to 
either ensure national 
security or preserve law 
and order. Both former 
prime minister and Dalit 
Kisan Mazdoor Party 
(DKMP) president Chaud- 
hury Charan Singh and 
former foreign minis- 
ter and Bharatiya Janata 
Party (BJP) president Atal 
Behari Vajpayee argue that 
a government which could 
not protect its own prime 
minister in her own house, 
cannot be relied upon to 
preserve national security. 

While relying heavily on 
the idea of a sympathy 
vote, the ruling party is 
taking no chances. It has 
advanced the election date 
by a couple of weeks to 
cash in on the shock of the 
assassination, And instead 
of the heady plan of replac- 


former junior minister 
from the Jammu and 
Kashmir state cabinet and 
was Mrs Gandhi's election 
agent in both the 1977 and 
1980 elections. A Kashmiri 
Brahmin like Mrs Gandhi, 
he is known for his dogged- 
ness and persistence. Hav- 
ing failed in January this 
year to oust Farooq Abdullah's Na- 
tional Conference government in 
Kashmir, he succeeded some months 
later. 

A strong pro-Rajiv vote in the com- 
ing elections could decide the future of 
the bureaucratic technocratic model 
Rajiv has opted for. A massive victory 
can only strengthen the prime minis- 
ter's hand — and allow him to push 
ahead with his favoured form of gov- 
ernment — leading to a further decline 
of the importance of politicians in the 
government. But a narrow majority 
necessitating accommodation with 
other political forces could see the 
model and the triumvirate under pres- 
sure. Experienced ‘politicians are 
highly sceptical of the trio's capacity to 
offer mature advice on the complex po- 
litical problems confronting the coun- 
try. They fear the triumverate will 
obstruct dialogue between Rajiv and 
various other interest groups and may 
not permit restoration of the collective 
functioning of the Congress. 

— SALAMAT ALI 
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bulk of present MPs. While opting for 
| the status quo, care has been taken to 
balance the preferences of various con- 
- flicting groups in the party in various 
— states and to accommodate relatives of 
S State leaders whose efforts are crucial 
_ to the polls’ results. 
- —— But because of Mrs Gandhi's policy 
of encouraging factionalism through a 
| balancing of rivalries of various 
L- groups in the states, it has not been a 
smooth exercise to reconcile rival in- 
" terests competing to create indepen- 
_ dent power bases, eliminate local ri- 
| vals through the acquisition of a maxi- 
_ mum number of party tickets and thus 
| hedge against future political vicis- 
_ situdes. In awarding party tickets, the 
- ruling party has alienated significant 
__ Sections, with the result that its 
— organisation in West Bengal, 
- Maharashtra, Tamil Nadu, Manipur, 
. Uttar Pradesh and Orissa states seems 
A more a conglomeration of warring 
| groups than a well-knit united front. 
` Some significant group leaders, such 
as A. R. Antulay of Maharashtra and 
_ Ramchandar Rath of Orissa, have re- 
- volted openly and filed nomination 
E pers for themselves and their pro- 
| teges against official Congress candi- 
dates and could cut into Congress' 
_ traditional support. 
— With the campaign still in the pre- 
. liminary stage, the biggest challenge 
emerging for Gandhi seems to be pre- 
— servation of a reasonable peace, which 
could be threatened by his own party 
^ - members as well as by the opposition. 
- He had asked the board selecting party 
candidates to take into account not 
merely the chances of success of the 
candidates but also their ethical 
image. The board turned down the ap- 
— plications of a few notorious for cor- 
- ruption but the ethical image appears 
` to have taken second place. 
- As a Janata Party official, Ravindra 
- Varma, argued: “The Congress handed 
— over power to anti-social elements and 
— is now riding the tiger." One Congress 
_ MP from Bihar, admitting the gravity 
_ of the problem in his own state, quip- 
ped: “This time, apart from posters 
- and other campaign props, we need to 
ask for guns too." 
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im owever, election violence is a threat 
confined largely to the populous 
Hindi heartland, especially eastern 
— Uttar Pradesh and Bihar, where poli- 
- tial observers note a symbiotic re- 
lationship between high caste land- 
` owning Hindus, criminals, police and 
— politicians. The current fear is that this 
. alliance may extend to a much larger 
area of the Hindi belt. To avert part of 
the danger, Haryana state is setting up 
several hundred special polling sta- 
tions for untouchables, who are often 

, intimidated and physically prevented 
from voting. But Uttar Pradesh and 
Bihar, with a long history of violence 
42 
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Congress has spl considered Ше | 
untouchables and other socially de- 
pressed groups, Muslims and other 
minorities: as its traditional support- 
ers, It is argued that the Hindi heart- 
land, where Hindu consciousness is 
highly developed, increasingly be- 
lieves that the minorities are becoming 
increasingly intransigent and making 
unreasonable demands. 

The Muslims, who are the second 
largest religious group after the Hin- 
dus, used to be considered a Congress 
"vote bank," but have shown a differ- 
ent tendency during the past two elec- 
tions. They constitute 25-50% of the 
electorate in 64 constituencies in dif- 
ferent parts of the country. The 1977 
elections saw most of the Muslim com- 
munity turn hostile to Congress and 
contribute to its defeat. In the 1980 
elections, of the 24 seats where the 
Muslim vote is significant in Uttar 
Pradesh, Congress secured half, yield- 
ing the rest to Lok Dal which is now 
part of the DKMP. In West Bengal, of 
21 such seats, the CPI-M won 18. 

Despite its strong emphasis on com- 
munal harmony and secularism in its 
media campaign, Congress is under at- 
tack from the opposition for its prac- 
tices on the ground. The general secret- 
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At New Delhi's Press Club re 
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the ruling party for destroying the sec- 
ular base of the country. Varma argues 
that the past five years of Congress rule 

has been a period of violent com- 

munalism, as evidenced by bloodshed 

in Uttar Pradesh, Assam, Bihar, 

Madhya Pradesh and Punjab, and fi- 

nally in a large number of towns fol- 

lowing Mrs Gandhi's assassination. 

According to BJP general secretary 

Lalkrishna Advani, the opposition 

would argue that communalism, seces- 

sionist tendencies and terrorism — the 

dangers now being trotted out before 

the electorate — are of Congress' own 

making as they were non-existent 

when the Congress returned to power 

in 1980. 

In dealing with communal politics, 
the Congress has a delicate task. It 
wants to capitalise on the Hindu 
backlash but wants to stay within 
bounds. As one opposition member ar- 
gues, Mrs Gandhi was astute enough to 
play with tactical communalism, keep- 
ing its strategic variation at bay, but it 
is debatable whether the inexperi- 
enced caucus now in power can pre- 
serve such a fine balance. 

Congress campaigners are certainly 
trying to use communalism as a 
weapon. For instance, in Amethi con- 
stituency in Uttar Pradesh, where the 
prime minister himself is being op- 
posed by his arch personal foe and sis- 
ter-in-law, Maneka Gandhi, Congress 
workers are busy pointing out that she 
is a Sikh. 

In the 1977 elections, the Congress 
was routed in the Hindi heartland 
comprising Uttar Pradesh, Bihar, 
Madhya Pradesh, Rajasthan, New 
Delhi and Haryana, as well as in the 
peripheral Hindi states of Orissa, 
Gujarat and Maharashtra. It had re- 
tained its solid support in the southern 
states of Andhra Pradesh, Karnataka, 
Tamil Nadu, Pondicherry and Kerala. 
In the 1980 elections, while retaining 
its support in southern states, captur- 
ing 96 of the 130 seats there, it swept 
the polls in the peripheral states, win- 
ning 88 of the 99 seats in the region, 
and considerably- recovered lost 
ground in the Hindi belt. 

But the post-ł980 realities are best 
described by a study published by 
Robert Hardgrave of the University of 
Texas immediately before Mrs Gan- 
dhi’s death. Using the 1980 election 
margins as well as the results of the 
state assembly elections and by-elec- 
tions to parliament after 1980, he con- 
cluded that in the next parliament 
Congress would get 234 seats, with 308 
going to the ‘opposition parties. 
Hardgrave's calculation was not with- 
out basis, for those aware of the rise of 
Telgu Desam in Andhra Pradesh and of 
Janata in Karnataka after the last gen- 
eral election, could not believe that the 
Congress could repeat its last feat of 
winning all the seats but two from the 
two states. Also with Dravida Mun- 
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position in-Tan 
the nucleus of the opposition joint 
front against the ruling All-India 
Anna Dravida Munnetra Kazhagam 
(AIADMK) and the Congress, the wel- 
fare of the Sri Lankan Tamils becom- 
ing an important electoral issue and 
both the Congress and the AIADMK 
split in the state, Congress cannot hope 
to get back the 20 seats it has from 
Tamil Nadu in the outgoing parlia- 
ment. Also, in Kerala's highly fac- 
tionalised politics, not many foresee 
Congress improving upon its past 
modest score of five of the 20 seats. 


imilarly it seems a tall order for the 

party to repeat the 1980 score in the 
peripheral Hindi states. In Orissa it 
had all the seats except one. In Gujarat 
it had an identical score but, unlike in 
the past, here the opposition parties 
have combined to give a one-on-one 
fight to Congress, with the result that 
the pollsters of the Indian Institute of 
Public Opinion see the likelihood of a 
Congress defeat in the state. In 
Maharashtra, where the Congress 
party machine is in bad shape, the op- 
position has combined in almost all 
constituencies and it may be an uphill 
task for the party to retain all the 39 
Maharashtran seats it won last time. 

With polls in Assam suspended over 
the unresolved issue of electoral rolls, 
only 52 constituencies in eastern India 
are being contested. Of these, Congress 
netted only eight in the last elections. 
The poll is also suspended indefinitely 
in Punjab, where in 1980 Congress won 
12 of the 13 seats. 

Although the opposition is not pre- 
pared to concede the possibility, Con- 
gress members privately hope to divide 
the southern and peripheral states' 
seats half and half with the opposition. 
They also hope to get at least half of the 
seats that do not fall under any region- 
al category and also at least double 
their last score from eastern India. This 
calculation should net the Congress 
136 seats which means that the hottest 
and bitterest battles are to be fought in 
the Hindi heartland where, luckily for 
Congress, the opposition parties have 
failed to work out a joint slate of candi- 
dates to avoid division of theanti-Con- 
gress vote. However, in 1980 when the 
much more than 60% anti-Congress 
vote was also split among various 
groups, Congress netted 137 seats 
which, if added to. the optimistically 
anticipated score of 136 from the entire 
non-Hindi areas, would give it no more 
than 273 of the 513 seats being con- 
tested. This would make the 13 seats in 
Punjab, the 14 seats in Assam, which 
will be settled at а yet-unspecified 
date, as well as two seats in Jammu and 
Kashmir and Himachal Pradesh, 
where voting will be in June 1985 be- 
cause they are snowbound in De- 
cember, much more important than 
see would otherwise have been. Thus 
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like its present command of a two- 
thirds majority in parliament? 
According to some local analysts, 
such as Prof. J. D. Sethi, anything less 
than 300 seats for the ruling party can 
mean instability as it increases the 
power of small groups over the ruling 
caucus and consequently reduces its 


room for manoeuvre. 


Some analysts, however, argue that 


even with a massive majority, Rajiv 


Gandhi would find it difficult to pre- 


serve the old style of rule and also, that 


in attempting it, he could find the 
countrv becoming ungovernable. The 
groundswell of frustration generated 
by the inability of the system to meet 
the basic requirements of the people is 
reflected in the criminalisation of poli- 
tics manifesting itself in increasing 
violence. 

It is also surfacing as polarised 
tyranny perpetrated along’ religious 
and caste lines and the great divide be- 
tween the Hindi heartland and the rest 
of India, especially the southern, east- 
ern and northwestern regions of the 
country. 

Above all, there is the communal 
factor and most importantly the cur- 
rent Hindi-Sikh divide that can sur- 
face any time. There are many dangers: 
the middle caste. Hindus backing op- 
position groups in the Hindi belt, if 
frustrated, could turn on religious 
minorities and untouchables who 
would be blamed for bringing about 
results undesirable to the dominant so- 
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even if the current elections do not pro- 
duce a clear winner, the real issue is | 
not the Congress’ return to power, for — 
few doubt its ability to form a govern- - 
ment even if it is to emerge only as the 
single largest party. It is in power now - 
and a large part of the opposition is for 
sale. 

The real issue is the terms on whichit _ 
returns to power and what it does with _ 
that power. Its peak performance was - 
in 1957 when it won 47.5% of the votes - 
cast. Although it has never scored even 
half the votes cast in any elections, it - | 
continued to represent a broad na- _ 
tional consensus irrespective of its de- 
clining mass. electoral support until . 
1977 when this consensus was frac- 
tured. Now there is no single party, - 
including the Congress, that сап 
genuinely claim to represent all in= 
terests in India. Even if it fails to gain a — 
bare majority, it is conceivable for the 
Congress to form a coalition with any 
or all of the like-minded groups f 
typified by former Congressmen now ` 
spread throughout the several opposi- E 
tion parties. 

If Gandhi is merely to reinforce his _ 
mother's policy of seeking solutions to 
political problems through a combina- 
tion of manipulative politics ane 
bureaucratic measures,.India can 
forward only to a more troubled 
than the past five years have bee en 
under the Congress. A party on thed 
cline, even if armed with a technic 
majority, cannot impose unilateral oe 
utions on a vast country divided bot | 
horizontally and vertically in а 
bewildering mosaic of segments. е" | E 





Divided and conquered — 


Over the years since independence the Congress has only lost 


one election, while opposition has never been able to unite 


By Mohan Ram in New Delhi 


эра s 100-year-old Congress party 
is in a period of decline, but the coun- 
try's diverse ideologies and regional 
interests have prevented a polarisation 
of the electorate into the two-party 
system needed to sustain a Westmins- 
ter-style parliamentary government. 

Of the seven national elections held 
since independence in 1947, the Con- 
gress has won six — five of them witha 
two-thirds majority — but its vote, 
peaking at nearly 48% in 1957, has 
never exceeded 45% since. This decline 
at the polls is not so much reflected in 
the percentage of federal seats lost or 
the percentage of votes polled, but in 
the loss of the party's power in indi- 
vidual states. Its power base in the 
states has been shrinking, and thus 
eroding the legitimacy of its power at 
the national level which, in turn, is 
straining the delicate federal power 
balance. 
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At India's first adult-franchise elec- 
tions in 1952, the challenge to the Con- — 
gress was limited to a few communist. - 
strongholds. However, at the next elee- 
tions, in 1957, the communists not only - 
doubled their strength in parliament — 
but won power in Kerala state. 

Sensing the challenge from the Left, : 
the middle-of-the-road Congress | 
opted for a socialist programme, com- 
plete with radical land reforms. This - 
invited a challenge from the Right in _ 
the form of the Swatantra Party, which | 
pledged to defend private property and _ 
free enterprise. In addition, the Jan ү 
Sangh, a Hindu nationalist party with 
a rightist orientation, began gaining _ 
strength in the Hindi-speaking states _ 
of Uttar Pradesh, Bihar, Madhya | 
Pradesh, Haryana and Rajasthan, and 
in the New Delhi area. 

In 1967 the Congress retained power 
without a two-thirds majority and lost 
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own ranks. The Con- 
 Bress regained these 
уй in the next two 
x ars and, following a 
Sp tin the party, it won 
| landslide victory in 
ў the 1971 elections to re- 
os its two-thirds par- 
amentary majority. 
ortly thereafter, the 
_ Swatantra Party disin- 
tegrated. 
— In mid-1975 the non- 
communist opposition, 
comprising the Con- 
oh g ess-O (Organisation) 
__ а party faction op- 
osed to then prime minister Indira 
- Gandhi — the Jan Sangh, the Socialist 
Party and the Bharatiya Lok Dal, led 
—by Chaudhury Charan Singh, who had 
deserted the Congress in 1967, together 
launched an extra- constitutional cam- 
_ paign to oust Mrs Gandhi. She met the 
challenge by declaring a state of 
" emergency, imprisoning her oppo- 
“nents. When Mrs Gandhi sought to 
— legitimise the Emergency through a 
- snap poll in 1977, the parties which 
— had led the opposition campaign form- 
еа a loose alliance, called the Janata 
_ Party, and dislodged the Congress 
E power. 
- The Janata victory misled many into 
eving that a countrywide alterna- 
tive to the Congress had emerged and 
that a two-party system would result. 
But the Janata sweep was limited to 
the Hindi-speaking states and to 
‘Gujarat on their periphery. The Con- 
gress, which lost all but one of the 221 
| seats in the Hindi heartland, won spec- 
- tacularly i in the peninsular south. The 
north-south split in political attitudes 
_ was clear, and the Janata also was not 
able to extend its power to West Bengal 
and Tripura in the east where the Com- 
—Tmunist Party of India—Marxist (CPI- 
M) reigned supreme. 
So the Janata experiment was short- 
lived. It began breaking up before 
— completing three years’ power. When 
_ elections became necessary to end a 
| constitutional deadlock, with no party 
r alliance able to maintain a govern- 
Коен, the Hindi heartland witnessed 
triangular contests among two fac- 
tions of a split Janata Party and the 
ngress. After the elections, the dis- 
d integration of Janata was quick. 
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he Janata faction led by Charan 
Singh, who had wrecked the Janata 
government in mid-1979, styled it- 
self the Lok Dal. The Jan Sangh re- 
ained its identity after the Janata 
arty collapsed and renamed itself 
the Bharatiya Janata Party (BJP). A 
` residual Janata Party was reorganis- 
` ed. The Socialist Party disintegrated, 
with its members staying with the 
residual Janata Party or moving over 


to the Lok Dal. Meanwhile, Mrs Gan- 
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dhi regained power in January 1980. 

The divided opposition soon found 
that the Congress was also losing its 
hold over the electorate. The trend was 
confirmed when the Congress lost both 
its southern strongholds, Andhra 
Pradesh and Karnataka, in 1983. The 
opposition began groping for unity in 
the hope of defeating the Congress at 
the next national elections. As a result 
of these efforts, two clusters of non- 
communist opposition parties emerged 
by mid-1983 seeking to repeat the ini- 
tial success of the original Janata Party 
alliance. 

One cluster, the United Front, was 


i 
Liic 


| all intents ind rut 
was the Congress-O fac- 
tion which had broken 
away from Mrs Gandhi 
in 1969. Another pillar 
of the front was the 
Congress-S (Socialist) 
which emerged from a 
1978 Congress party 
split forced by Mrs 
Gandhi in an effort to 
maintain her party's 
leadership while the 
Congress was tempor- 
arily out of power. The 
Democratic Socialist 
Party, led by a former 
Congress leader, and the 
Rashtriya Congress of Gujarat state, 
also led by а former Congressman, 
were the front’s other constituents. 
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he second cluster of non-commun- 
ist parties was known as the Na- 
tional Democratic Alliance (NDA) and 
comprised the Lok Dal and the BJP. A 
single non-communist cluster of par- 
ties was not possible because the BJP's 
Hindu nationalist character was 
anathema to the front's constituents. 
About eight weeks ago, Charan 
Singh suggested the merger of all these 
parties, excluding the BJP, into a 


single entity and under a single leader : 
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Political graveyard 





The deadlocked MCA battle between Neo and Tan brings in a 
new element with accusations over the Bukit Cina cemetery 


By Rodney Tasker in Kuala Lumpur 


good politician, it is said, must 

know how to play dirty if he wants 
to survive. But among Malaysia's two 
major predominantly Chinese parties, 
never known for their adherence to 
honour and dignity, the political rough 
and tumble has been dragged toa new 
low. 

An  eight-month-old , ı leadership 
struggle in the country's main Chinese 
party, the Malaysian Chinese Associa- 
tion (MCA), is becoming ever more de- 
grading for the country's substantial 
Chinese community. The battlefield 
between acting MCA president Datuk 
Neo Yee Pan, who is also housing 
minister, and the party's former vice- 
president, Tan Koon Swan, whom Neo 
expelled from the party in March, has 
now switched to an ancient Chinese 
cemetery in Malacca. 

Meanwhile, the Gerakan party, a 
predominantly Chinese junior partner 
along with the MCA in the ruling Na- 
tional Front coalition, is also em- 
broiled in a leadership tussle which 
has transcended the democratic tradi- 


tions the party has tried to follow in the : 


past. And to make matters worse, lead- - 


ers of both the MCA and Gerakan are : 
exploiting each other's problems for | 
their own political ends. j 

In the MCA battle; Neo is using all” 
the autocratic powers he enjoys as act- 
ing president to keep Tan, and 13 other 
party leaders who were expelled with 
him, out of the party, while Tan's sup- 
porters have resorted to legal action to 
try to legitimise an extraordinary gen- 
eral meeting they held in May, which, 
called for the purge of thousands of: 
"phantom" MCA members allegedly 
used to swell Neo's party ranks. 

Now Neo and his supporters have 
found a new vulnerability in Tan's de- 
fences over Bukit Cina, or China Hill — 
a 104-acre Chinese burial ground in 
Malacca claimed to be the largest and 
oldest such cemetry outside China. It is 
also a monument, looked on with a 
sense of pride by many in the Chinese 
community. In August, the United 
Malays Nationa Organisation 
(Umno)-led Malacca state government 
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broke up the front. The smaller con- 
stituents of both clusters and the 
Janata Party units in Bihar and 
Haryana states. joined him, and to- 
gether they launched the Dalit Kisan 
Mazdoor Party. This left the Janata 
Party and the Congress-S together and 
the BJP on its own. 

All moves to unify the opposition 
have been limited to those parties rep- 
resenting the Hindi heartland and its 


PE The moves sought an alter- 
w 


native which seemed little more than a 
replica of the Congress, with no rele- 
vance outside the Hindi heartland and 
its periphery. They left the CPI-M, the 
less influential Communist Party of 
India and the regional parties in power 
or bidding for power, untouched. 
When Prime Minister Rajiv Gandhi, 
who came to power following his 
mother’s assassination on 31 October, 
announced elections, the Hindi heart- 
land parties lowered their sights and 
tried to, share contests so that there 
would be a one-on-one fight against 
the Congress. But they failed. Thus, 
the Hindi-belt opposition is more 
divided now than in 1980. The area, 
which accounts for 221 seats, is now 
where the Congress is most vulnerable 
to a combined resistance of the opposi- 
tion. But except for Gujarat, the Con- 
gress faces three or four effective oppo- 


decided that the area of prime property 
should be redeveloped, effectively 
overriding the Chinese trustees of this 
private property. 

Feelings ran high in ‘the Chinese 
community about the potential de- 
struction of their historic monument. 
An underlying factor was the sense 
that the Bukit Cina affair, if not 
fought, would constitute yet another 
step in the erosion of minority Chinese 
rights in predominantly Malay Malay- 
sia. All three mainly Chinese parties — 
the MCA, Gerakan and the opposition 
Democratic Action Party — took posi- 
tions saying that any decision to deve- 
lop or otherwise should be in the hands 
of the trustees, not the state govern- 
ment. 

Then Neo and his colleagues dis- 
covered that members of Tan's faction 
were involved in 
the plans to deve- 
lop Bukit Cina. 
Tan at first deni- 
ed this, but then 
admitted that 
his people had 
drawn up а pre- © 
paratory deve- 
lopment plan for 
the cemetery. Neo 
exploited the is- |: 
sue mercilessly, 
accusing Tan — a 
renowned busi- 
nessman — of 
putting selfish 
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proved most ' effective and ensured 
single combat against the Congress in 


- states where clear local alternatives to 


the Congress have emerged. The ruling 
party in these states or the dominant 
opposition party in them have taken 
the lead. Although no single party can 


replace the Congress in all the states, 


several local alternatives have 
emerged. The ideology-based CPI-M is 
already in power in West Bengal and 


' Tripura, and in Kerala, the com- 


munists are becoming a strong conten- 
der for power. 

Regional parties are gaining ground 
irf other states. In Tamil Nadu, the 
Dravida Munnetra Kazhagam, which 
was in power until 1976, is a contender 
for power and has provided the lead for 
opposition unity. In Andhra Pradesh, 
the ruling Telugu Desam Party took 
the initiative. In Karnataka, it was left 
to the ruling Janata Party, which des- 
pite its affiliation with the national 
party of that name, is a strong regional 
force. The National Conference Party 
dominates Jammu and Kashmir. 

Yet the Congress might come back to 
power by consolidating its power in 
the Hindi heartland on its own or 
through an internal arrangement with 
its numerous splinters, whose base is 
also limited to the Hindi-speaking re- 
gion. п 


business interests before the dignity of 
the Chinese community. The most re- 
cent attack on the Tan faction over the 
affair, by the MCA youth group, on 
21 November said: “It is only people 
like Datuk Lee Kim Sai [former MCA 


| youth leader, who was expelled from 


the party with Tan| and Tan Koon 
Swan who cannot resist the temptation 
of money and are prepared to go all the 


way to destroy the root of Chinese cul- 


ture," 


he Bukit Cina issue is known to 
have put Tan more on the defensive 

in the MCA leadership struggle. A 
compromise formula in which Tan and 
his followers would be allowed back 
into the party but with Neo remaining 
acting president for the duration, is 
rumoured in the local press almost 
daily to be just 
a around the cor- 
+ ner. Whether this 
۾‎ ÍS true remains to 
1 be seen, but Tan 
is کر‎ report- 

5 іо be more 
adis to a 
compromise since 
the Bukit Cina 
issue was raised. 
On another 
front, Neo has 
also publicly en- 
couraged the im- 
pression that a 
substantial Chi- 
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join the MCA. Chi 
1981 along with thousands of his sup- 
porters, having served in the party for 
17 years, eventually rising to vice-pre- 
sident and serving in the government 
as housing minister. Chen's undoing in 
the party, apparently, was caused by 
his challenge to then president Datuk 
Lee San Choon in the party assembly 





_ in 1979, which he lost by 215 votes. 


In the aftermath of this attempt to 
gain the MCA presidency, many of 
Chen's supporters were expelled from 


the party, following which Chen re- 
A Signed. 
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pt leaving the MCA, the party had only 
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- closed that the two governments are 


When Chen joined Gerakan after 


15,000 members. Now it has been 


_ beefed up to 140,000 and this is 


thought to reflect largely the fact that 
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the Gerakan presidency and lost by the 
small margin of 56 votes. Chen's ally in 
the party, Deputy Agriculture Minister 
Goh Cheng Teik, was also defeated in 
his bid to wrest the deputy presidency 
from Primary Industries Minister 
Datuk Paul Leong. 

But contrary to expectations, 
neither Chen nor Goh has been given 
the consolation prize of being ap- 
pointed by the central committee as 
one of the party's two vice-presidents. 
Chen's supporters feel that Lim was 
disturbed by Chen's showing in the 
party election and wants to keep him 
down, and maybe out of the party, so 
that he does not succeed in snatching 
the presidency in the next party elec- 
tion in 1987. 
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A to The con- 
tact is understood to have been made in 
July, by members of Neo's faction. By 
publicising this, Chen made a tactical 
mistake. He has subsequently lost a 
great deal of credibility. Certain Gera- 
kan leaders seized on the issue to de- 
mand an explanation from Chen. Some 
called for his expulsion. Chen even- 
tually wrote a letter to the leadership 
on 12 November saying that he in- 
tended to remain with Gerakan — if 
the party would allow him to do so. 
While the Chen affair was bubbling, 
Neo's exploitation of the fact that 
Chen was thought to be returning to 
his party — hinting that this would 
draft thousands of new members into 
his faction — provoked an angry reac- 
tion from Lim. п 








- FOREIGN RELATIONS 


Bridging the gap 


: _ Jakarta and Canberra are considering dropping their seabed 





boundary differences and joining forces to look for oil and minerals 


` By Michael Richardson in Singapore 


E- M reato and Indonesia are study- 


ing a proposal to set aside a long- 


_ standing deadlock over where to draw 


а maritime-boundary line south of 
East Timor. Indonesian Foreign Minis- 
ter Mochtar Kusumaatmadja has dis- 


considering a jointly administered 


- zone in the disputed area to allow oil 
and gas exploration to proceed. 


He was speaking in Jakarta after 


— talks with President Suharto who re- 


cently called for the building of more 
"bridges of understanding" between 
Indonesia and Australia. A spokesman 


_ for the Department of Foreign Affairs 
_ În Canberra told the REVIEW: “We are 


е 


— encouraged by Dr Mochtar’s state- 


` ment." 
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Some geologists say the so-called 
Timor Gap, which lies several hundred 
kilometres away from the recently dis- 
covered Jabiru and Challis offshore oil 
fields on Australia’s North West Shelf, 

‘could contain a large and valuable new 
petroleum province (REVIEW, 19 Apr.). 

Informed sources said that if Jakarta 


- and Canberra approved a joint-deve- 


lopment zone along lines proposed by 


_ Australia, the costs of oil exploration 


‘апа the profits of commercial produc- 


_ tion would be shared equally. They 
- said technical delegations from the 


_ two sides ended a three-day meeting in 


Jakarta on 16 November and discus- 
sions on the idea of a joint-develop- 
ment effort were taken "quite some 
way further." The results would be re- 
ported to the governments and another 
meeting arranged, probably in the first 
half of next year. 
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However, several Australian offi- 
cials stressed that substantial differ- 
ences between the two sides still had to 
be reconciled and many details worked 
out before a joint-development zone 
became a reality, and that could take 
several years. 

Nonetheless, the progress is seen as a 
promising omen for  Australia-In- 
donesia relations and clearly implies 
the Labor government's willingness to 
acknowledge Indonesia's sovereignty 
over East Timor, which Indonesian 
forces occupied in December 1975. Six 
rounds of inconclusive negotiations 
between Australia and Indonesia on 





closing a 250-km gap in the maritime 
boundary south of East Timor have 
been held since 1979. 

The claims of the two sides are far 
apart and the divergence was exacer- 
bated by Australian criticisms of In- 
donesia's takeover of East Timor. 
However, the objections have gradu- 
ally died down. Both countries — 
which are keen to increase their oil re- 
serves — now appear to have a com- 
mon interest in allowing exploration to 
go ahead. Australian officials believe 
the only way to do this is to put the con- 
flicting boundary claims into abeyance 
and proceed with a joint-development 
zone similar to a long-term agreement 
worked out by Japan and South Korea 
covering a disputed offshore area. 
Exploration in the Japan-South Korea 
joint zone — believed to be the first to 
be put into practice in the Asia-Pacific 
region — has already started. Thailand 
and Malaysia reached agreement in 
principle some time ago on a joint- 
development authority for disputed 
waters east of their common land bor- 
der and an accord on an Australia-In- 
donesia zone could help set a pattern 
for defusing other conflicting offshore 
claims in Southeast Asia. 

Mochtar, quoted by the official An- 
tara newsagency on 26 November, said 
Australia proposed that the two sides 
form a joint authority to administer 
the disputed area south of East Timor. 
Oil and gas exploration and exploita- 
tion also would be carried out jointly. 
Australian sources said Canberra had 
suggested the combined development 
zone should cover the most promising 
places for finding oil and gas, but not 
necessarily the whole area in conten- 
tion. They said the bulk of activity in 
the zone would be by private firms, 
though the Indonesian state petroleum 
company, Pertamina, would almost 
certainly have a role. On the Austra- 
lian side, the governments of Western 
Australia and the Northern Territory, 
as well as the federal government, 
have an interest. п 
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For many Japanese life 
comes to an end at 40... 


By William Wetherall in Tokyo 


n spring this year Japanese head- 

lines proclaimed “record high 
suicides in 1983.” The ensuing articles 
were classic examples of how numbers 
can feed preconceptions about suicide 
in a country where the act is neither as 
common nor as glorified as people have 
been led to believe. 

According to statistics compiled by 
the Ministry of Health and Welfare 
(MHW), 24,970 people committed 
suicide in Japan during 1983, which 
topped the previous 1958 record of 
23,641. The National Police Agency 
(NPA), which keeps its own suicide tal- 
lies, reported a slightly higher figure of 
25,202. 

But Japan’s population in 1958 was 
only 92 million compared with 118.8 
million in 1983. So there were 25.7 
suicides per 100,000 people in 1958 but 
only 21 in 1983. This is hardly a new re- 
cord, though it is 20% higher than the 
17.5 rate for 1982 when there were 
20,668 suicides among a population of 
118 million. Yet most newspaper re- 
ports concluded from body counts 
alone that 1983 was the “worst” year 
for suicide in Japanese history. 

The deception becomes even worse 
when the "crude" suicide rates cited 
above are adjusted for changes in the 
age and sex structure of the popula- 
tion. Using the 1935 census population 
as a standard, the 1958 and 1982 rates 
are 23.5 and 12.6 per 100,000 people 
(9% and 28% lower than the respective 
crude rates), while the 1983 adjusted 
rate is estimated at about 15 (29% 
lower than the crude rate). 
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The greater disparity between the | 


crude and adjusted rates for recent 
years, compared to 1958, reflects the 
radical aging of Japan's population 
during the past quarter-century. Be- 
cause suicide rates increase with age, 
an aging population will produce more 
cases of suicide, and thus higher crude 
suicide rates, even when the total 
population and the suicide rates for 
each age group of the population re- 
main constant. 

But reporting official statistics in- 
telligently is a challenge that jour- 
nalists do not always meet. Hence re- 
ports like this, which used MHW 
statistics: “4,088 men in their 40s com- 
mitted suicide in 1983 (up 35% from 
3,028 in 1982), while 3,558 men in their 
50s killed themselves (up 47% from 
2,421). This means that 7,646 middle- 
aged men committed suicide in 1983, 
or 2,197 (40%) more than the previous 
year, and about three times the 1973 
figure.” 

The picture is greatly exaggerated 
because population changes were ig- 
nored. Whilethe number of suicides in 
the 40-59 age group tripled since 1973, 
the 1983 population for the age group 
grew by nearly 50%, and so the 1983 
rate for the 49-59 age group was only 
about double (not “three times”) the 
1973 rate. 

Newspapers also abuse numbers in 
editorials about alleged social prob- 
lems. A front-page column of the 
morning edition of one of Japan’s “big 
three” national dailies, based on NPA 
statistics, recently observed that 


Middle-aged Japanese: feeling left out in the cold. 


| 








“4,891 people 65 or older killed them- 
selves in 1978, while in 1983 the 
number of such suicides was 5,572; as 
ever, there are many suicides among 
the elderly.” The editorial went on to 
discuss the “conspicuous trend to- 
wards rushing to death” and attri- 
buted “the worst figures in the post- 
war period" to society's failure to save 
distressed people who really want to 
live. What the article should have 
pointed out is that the 65-and-over 
population had grown from 9.9 million 
to 11.7 million during the six-year 
period mentioned, and that the 1983 
suicide rate for the elderly (47.7 per 
100,000) was therefore lower than the 
1978 rate (49.5). 

"Suicide in Japan is widely misun- 
derstood," warned Yasuhiko Yuzawa, 
a professor at Ochanomizu University 
in Tokyo who specialises in family 
problems. *Many people are under the 
impression that suicide among the eld- 
erly has been increasing during the 
post-war period because the tradi- 
tional family system and respect for 
the aged have been lost. But the pre- 
war rates are much higher than the 
post-war rates." 


uch views fly in the face of an in- 

fluential 1981 study which criticised 
junior high-school textbooks for de- 
scribing positively the post-war trend 
towards the nuclear (two-generation) 
family, away from the traditional ex- 
tended family. The study concluded 
that the increasing number of elderly 
who are forced to live alone is to blame 
for the fact that the suicide rates for 
Japan's elderly are among the highest * 
in the world. But editorials on the 
study also failed to note that suicide 
rates among the aged in Japan, though 
still high in comparison with many 
other countries, have declined during 
the period that nuclear families have 
increased. 
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` ter-centuries are clear. Suicide tates 
for most age groups during the post- 


Miva period 1947-72 have averaged less 


than in the 1918-43 period. And the 


_ averages over the recent decade 1973- 
| 82 tend to be even lower — except in 
- the case of middle-aged men. 


Between 1918 and the mid-1970s, 
suicide rates for the middle-aged 


_ (80-59) of both sexes remained. rela- 


tively low and fairly constant, while 
the rates for youth and the elderly — 
but especially adolescents and young 
_ adults — moved up and down, some- 
times wildly. Thus Japan's suicide 
curves, in which suicide rates are plot- 
ted against age, have traditionally 


` shown a deep middle-aged valley be- 


tween the younger and older moun- 
_ tains on either side. 
However, since 1945, suicide has de- 


- ereased among the younger and older 
_ age groups of both sexes, particularly 
. among younger women. The rates for 


younger groups soared to world 
highs in the 1950s, but just as quickly 
_ subsided to more moderate levels in 


the 1960s. Gone are the precipitous 


peaks in the suicide-rate curves for 
young adults in their 20s, and the steep 


slopes for adolescents in their late 


teens. 
About 10 years ago, the rates for 


middle-aged men began to increase, 
- first for men in their late 30s, then for 
_ those in their early and late 40s, and 
“now for those in their early and late 


- 50s. Women continue to face relatively 
- lower suicide risks in the middle years 
_ of their life cycle, though recent rates 
"have been slightly higher than the 
average for the post-war years. 


a So the only real exceptions to the 


kn 


long-term pattern of decreasing 
‘suicide rates in Japan are men in their 


_ 40s and 50s, who indeed are taking 


their own lives at unprecedented rates. 

Among men in the middle decades of 
their life, the 1983 rate was highest for 
the 50-54 age group — 55.6 per 100,000 


- — which broke the 54.3 record set at 


(wy 


the height of the Great Depression in 
1932. 

The trend towards higher rates of 
suicide among middle-aged men is not 
new. Last year marked only the most 
violent eruption of the volcano which 


began to emerge about a decade ago in 


what was once a relatively peaceful 
valley in the middle of the male life 
cycle — a haven for men who were then 
more certain of their raison d'etre in 
Japanese society, and more secure in 
their jobs and marriages. 

Many of the men who are facing the 
greater risk of suicide in middle adult 
years are members of the “one-digit 
Showa" generation. Such men were 
born between 1926 and 1935, the first 
decade of the Showa period. (1984 is 
officially called Showa 59.) The high 
suicide rate among middle-aged men is 
being blamed on the social environ- 
ment which is generally believed to 
52 


nese | have shaped their characters. Middle 
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to be stressfully sandwiched ا‎ 
the world views of the authoritarian 
older managers who have dominated 
their careers, and the carefree younger 
workers who they in turn must super- 
vise. 


B: the middle-aged men who are 
rushing to death have a multitude of 
problems, not all of which areattribut- 
able to the demands of corporate life. 
After all, the great majority of their 
contemporary peers have managed to 
endure the same hardships — long and 
arduous commuting journeys, over- 
time and drinking obligations after 
regular hours, short vacations, assign- 
ments and transfers which separate 
them from their families, and intense 
competition for management posts. 
The fact that the victims are likely to 
be divorced or have domestic prob- 
lems, or to be in debt over their heads 
(for reasons and at interest rates that 
violate common sense), suggests that 
their grief is caused as much by per- 
sonality as by culture. , 

In contemporary culture males of the 





RACISM 


Black and white 
view from the 


Middle Kingdom 


By Dick Wilson 


hen Watford, pop singer Elton 

John's English 1st Division soccer 
team, gave China a 5-1 drubbing in Pe- 
king, last year, the British players were 
surprised to hear an otherwise polite 
crowd of Chinese spectators booing 
whenever Watford's two able black 
strikers — Blissett and Barnes — got 
possession of the ball. 

Martin Amis, the young British 
novelist (son of Kingsley), was with the 
Watford team. He asked the interpre- 
ter why they were booing, and was told 
it was to put the black strikers off be- 
cause they were so good. But, Amis re- 
called, "the aggression was selective 
and unmistakable, an incensed sub- 
mission to the lowest instincts. " 

Racialism is not a word which the 
Chinese connect with themselves, and 
even foreigners can be surprised at the 
suggestion of Chinese prejudice. The 
Chinese are so invariably courteous in 
their international dealings, they still 
pay out sums they can ill afford by way 
of economic aid to Africa and loyally 
support Third World causes in the 
United Nations and elsewhere. 

Yet the smiling mask conceals a dis- 
harmony within the Chinese pub- 
lic personality, modern Marxist 
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pitied in cartoons and other carica- 
tures which portray them as social 
curiosities who “eat everything served 
them, even the grains of rice that stick 
to the lids of their lunch boxes,” in the 
words of the Japan Socialist Party MP 
Tetsu Ueda, who was born in Showa 2 
(1927) and so passed his youth during 
the shortages, frugalities, and depriva- 
tions of the Depression, the war, and 
the reconstruction period. 

“They don’t let the water overflow 
the bathtub,” Ueda continues in the 
book he edited on the one-digit Showa 
syndrome. “They are never late for 
work. They shed tears easily. They 
can’t walk arm-in-arm with a woman. 
They don’t know how to dance. They 
can’t say thanks to their wives. They 
have a strong sense of filial piety. They 
don’t know many songs when it comes 
time to sing at pubs and parties. 
They can’t throw away even useless 
things.” 

In resorting to suicide, the early- 
Showa man rules himself out as a use- 
ful member to the country he helped to 
rebuild. His generation is praised for 







Sri Lankan student in Shanghai: isolated. 





rationalism having failed to suppress 
traditional bigotry. The communist 
leaders, especially Zhou Enlai, end- 
lessly lectured their followers on the 
need to be nice not merely to foreigners 
but, even more to the point, to the 
ethnic minorities within China's bor- 
ders. Scratch a Tibetan or a Uighur 
today and you will still get an earful of 
stories of Chinese ethnic prejudice. 
And the lectures still go on through 
China's dutiful media. 

China, of course, does not necessar- 
ily think in terms of colour, as the Ja- 
panese discovered in the war. By drop- 
ping leaflets exhorting the yellow 
races to rebel against the white pow- 
ers, they merely advertised their own 
inferiority complex. A Chinese nurses 
at the bottom of his heart an age-old 
sense of superiority enabling him to see 
the world as comprising only two ele- 
ments — his own Middle Kingdom and 
the barbarians of all kinds and colours 
outside it. 
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its unselfish diligence in sustaining 
Japan's high growth rate through the 
critical post-war years. The lifetime- 
employment and seniority systems, at 
least in the larger companies and in the 
national and local civil services, prom- 
ised to compensate him for the sac- 
rifices he made on the altar of national 
achievement with rewards of higher 
status and pay. 

But the job security carrot began to 
go limp about the time of the oil crises 
in the 1970s when employers discover- 
ed that they could no longer afford to 
pay more and more for the services of 
workers who become less and less pro- 
ductive with age. Longer life expec- 
tancies and later retirement ages, to- 
gether with lower birth rates, have in- 
creased both the number and percent- 
age of older men in the workforce, 
further undermining the seniority sys- 
tem. 

“The early-Showa generation lost its 
life goals when Japan was defeated,” 
said Hamamatsu University psychiat- 
rist Kenshiro Ohara, well-known for 
his studies of suicide. “Everything they 
were told by their parents and older 
siblings took a 180-degree turn. When 
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Minorities in China: ethnic prejudice: 

Nevertheless, ‘prejudice against 
other races comes out especially 
against the darker-skinned. Black is 
decidedly not beautiful in China, as 
communist party officials have found 
when they tried to persuade young 
female comrades from the cities to 
work on the farms under the burning 
sun, without fretting about the deep 
tans they would acquire. 

The most influential discussion of 
world racial questions is part of the 
utopia painted in Ta T'ung Shu (1902) 
by Kang Yuwei (1858-1927). This 
Book of Great Harmony offers a 
blueprint for the ideal society. Kang 
was one of the great reformers of his 
day and one of the first Chinese intel- 
lectuals to travel across the world. The 
white Europeans, Kang said, and yel- 
low East Asians had different qual- 
ities. The former were strong, whilethe 
latter were wise, so why not smelt them 
together, the silver and gold in a new 
master-race alloy? 


FAR EASTERN ECONOMIC REVIEW e 13:DECEMBER 1984 


humans lose what they consider most 
important, they commit suicide." 
Ohara predicts: that this generation 
may face even higher suicide rates as it 
moves into retirement, because many 
of its members have never learned to 
relax and enjoy life, 


ther common experiences in child- 
hood and adolescence may have 
further exacerbated the early+Showa 
generation’s propensity for suicide. 
The very same generation was deci- 
mated by suicide in the 1950s when its 
members were in their late teens and 
20s. So when they were in the prime of 
their youth, those who are committing 
suicide today lost many of their con- 
temporary peers to “the sickness unto 
death" caused: mainly by depression, 
chronic and acute. Such early experi- 
ences of death may even go back to the 
generation of their parents, which set 
pre-war suicide records of its own in 
the late 1920s and 1930s amid of eco- 
nomic calamity and militarism. 
"They've worked. hard and become 
affluent," said Ohara about early- 
Showa men. "But they lose their object 
in living when, as middle managers, 


This charming conceit conceded 
precious value to both groups, while 
putting the East Asians a carat or two 
ahead and leaving all the darker-skin- 
ned peoples of the tropical belt im- 
plicitly classed as base metal. 


ang struggled to fit the blacks into 

his framework. In the United States 
their “slanting jaws like a pig, front 
view like an ox, . . . stupid like sheep or 
swine” brought fear to anyone (white 
or yellow, that'is) beholding them. For 
all the good intentions of Abraham 
Lincoln “the negroes’ bodies smell 
badly" and so“ with the refined beauty 
of white women and the monstrous ug- 
liness of negro men, to hope for inter- 
course between them which will trans- 
form the race" was vain. 

The irrepressible optimist in Kang 
could nevertheless propose that the 
darker-skinned (including Indians) be 
"whitened" through a combination of 
mixed marriage and enforced emigra- 


their diligence goes unappreciated by 
those above and below them." While 
this suggests a process of demographic 


thinning within a generation which 
finds itself "used" and discarded. 
suicide remains a verv complex and 
enigmatic act 

The social and cultural "causes" and 
"reasons" reported in journalistic and 
academic accounts of an individual ас! 
of self-destruction mav well have been 


contributing or even precipitating fac- 
tors. Case histories, though, tend to re- 
flect psychological variations that 
belie attempts to reduce suicide to a 
purely social or eultural type of be- 
haviour. 

If Japan's middle-aged suicides offer 
any food for thought, itisthat devotion 
and diligence may be life-threatening 
values when held obsessively and com- 
pulsively in the form of excessive self- 
denial and dependence. It has long 
been suspected that Japan has been 
over-producing dedicated but socially 
dull and culturally rigid businessmen, 
who lack endo-skeletons, and con- 
sequently fall apart when the exo- 
skeleton of the group fails to support 
their soft mental tissue: п 








tion. Because of the blacks’ “extreme 
ugliness and stupidity,” the “only 
ution is to remove them wholesale to 
Canada, Sweden and Norway, to oc- 
cupy the empty lands there. This, plus 
improving their food and clothing, will 
result in their becoming brown after 
200-300 years " Eventually, after 
700-1,000 years they might acquire an 
even lighter pigment and come to smell 
“as sweet as the 
races.” 


sol- 


white and vellow 


Nobody. would talk like that now- 
adays, but the underlying feelings of 
revulsion persist African students 


drawn by official Chinese generosits 
only to encounter unofficial 
hostility, are the worst hit 
"The Chinese,” black woman 
teacher in China observed, "have not 
allowed these students to share in thei 
own culture, nor to bring their own 
culture to China They find them- 
selves isolated, neglected and often ob- 
jects of disdain, aware that they are 
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Chinest 





A ef b len up in pare a Tew years ago, 


` accused by an angry crowd of molest- 


— were surrounded by 


_ ing a bus conductress. Later, in the 
вате city several African students 
thousands of 


— Chinese on the Textile University cam- 


Ta 


- pus in what one called a “terrifying 


= night" of stoning and abuse. 

- Last year a Burundistudent, want- 
Ег a midnight beer long after the сап- 
teen had closed, had a row with the 
"staff of a hotel in Peking. Seven of 


` them beat him up and he had to be hos- 


pitalised. In this case, as it happened 


b. under the government's very nose, the 


- Chinese attackers were at least ar- 
Ее or disciplined. 

‘Such incidents occur almost annu- 
ally in China, apparently beyond the 
- control of the government or the party. 
` They are usually prompted. as in other 


T Societies, by cultural misunder- 
T standings. The 

T Africans play 

- music too loud, * 


4 


i lowed to forget 


3 early 


_ her home. Soon 
— afterwards 
» was back, 


demand beer 
` after permitted 


they date Chi- 


- munist hospital- 
ity programme, 


т 


— plaining 
- not only did 
her husband 


` eral other wives, 


hours or, com- 
monest of all, 


nese girls. 
No one is al- 


` the unfortunate 
case of the Gui- 
mean who, very 
in the 

com- 





Chinese 


married a 
Chinese and took 


she 
in- 
dignantly com- | 
that | 


already have sev- | ! 


but the food in 
that country was 
totally inedible. 
The Africans 
deny the story, 


but it is believed 
_ all over China. Officials still warn girls 


that prostitution could be their fate if 
they succumb to African sexual charms. 
They have been known to send girls to 
labour camps for consorting with 
foreign students, one forseven years for 


- one night with a Somali. 


Officially a Chinese may marry a 
foreigner. That has been repeated time 
after time by Zhou, Deng Xiaoping and 
Others. In practice, however, local offi- 
cials try to interfere. Paaps, less edu- 
cated and cosmopolWan than the 
higher-ranking officials they are 
genuinely shocked by the idea. Possi- 
bly they feel that they must not 
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HUMAN RIGHTS 


Conscience in chains 


China: Violations of Human Rights: 
Prisoners of Conscience and the 
Death Penalty in the People’s Re- 
public of China. Amnesty International 
Publications. US$3.95 (paperback). 


n a riveting collection of stories on 

the Cultural Revolution entitled The 
Execution of Mayor Yin, authoress 
Chen Jo-hsi recounts the fate of the 
title character with bitter irony. Mayor 
Yin — а loyal and devoted Chinese Com- 
munist Party (CCP) member — had 
been unable to respond to the arbitrary 
zealots and was therefore condemned 

to death. 

Tied to a stake 
and facing the 
rifles of the exe- 
cution squad, the 
mayor shouts out 
with his last 
breath: "Long 
Live the Com- 





Long Live Chair- 
man Mao!" His 
captors, unwill- 
ing to proceed in 
the face of such 


ty to Mao, resolv- 
ed their dilemma 
by stuffing a rag 
into the victim's 
mouth to silence 
him in his last 
moments. 
Chen's stories 
are a mixture 
of fact and 
fiction. While 
there. may have 
been no Mayor 
Yin, it is clear 
that the essen- 
tials of Chen's 
story have been 
replicated in real 
life in great de- 








legitimise such an escape from what is 
virtually a siege society: that would 
lower political morale among the 
stayers. 

Li Shuang, the 26-year old wife of 
French diplomat Emmanuel Bellef- 
roid, was a victim of this gut reaction 
when she was committed to two years 
labour education for “improper and 
hooligan activities” — living in the 
Frenchman's flat before marriage. So 
was the Arab boy who took his own 
life, and his Chinese fiancee's, because 
the Chinese authorities found the 
match "unsuitable." And so was the 


munist Party! 


exemplary loyal-. 


tail. Amnesty International, the inter- 
national human-rights organisation, 
documents one such case in its first 
book-length analysis of China's record 
on human rights. 

Zhang Zhilin was 45 years old when 
she was executed for her political 
opinions in 1975. She had been a cadre 
in the Bureau of Literature and Art at- 
tached to the party's Propaganda De- 
partment in Liaoning province until 
1969. In that year, at the height of the 
Cultural Revolution, she was arrested 
for supposedly slandering party lead- 
ers including Jiang Qing, and harbour- 
ing doubts about certain party 
policies. While in custody, she virtu- 
ally sealed her own fate by arguing 
with her interrogators and opposing 
their efforts to remould her thinking. 

It was not until 1974 that Zhang was 
brought to trial. She was first sen- 
tenced to life imprisonment but a year 
later was secretly retried and sen- 
tenced to death by “immediate execu- 
tion." 

However, her executioners were 
fearful that she would follow in the 
tradition of unrepentant rebels of the 
past (like the fictional Mayor Yin), and 
yell revolutionary slogans at those wit- 
nessing her death. The method used 
to muffle Zhang's voice was alleged 
to have been invented by a foren- 
sic specialist at the Liaoning provin- 
cial prison a few years earlier and was 
carried out on no less than 60 people, 
according to Amnesty International's 
report. Without anaesthetics her 
windpipe was punctured with a surgi- 
cal instrument shortly before she was 
shot on 3 April 1975. 

Although Zhang's voice was si- 
lenced, the authorities had not heard 
thelast of her. The Cultural Revolution 
was coming to an end and wall posters 
began to appear — first in Shenyang 
and then in other cities — protesting: 
her fate. In 1979, shé was officially re- 
habilitated and given the status of a 


Chinese fiancee of Franco Cardo, an 
Italian teacher, as were the scores of 
couples of mixed race who committed 
suicide during thé Cultural Revolu- 
tion. 

Some marriages with foreigners are 
allowed, such as that of the sculptor 
Wang Keping. But the couples find it 
difficult to live without harassment in 
China and most of them move to the 
other partner's country. It is easier 
where the man is Chinese, though a 
young American woman who married 
a Chinese while doing research at Nan- 
jing was surprised by the "deep vis- 
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“revolutionary martyr” by the Deng 
Xiaoping government, which made her 
case the focus of a major press cam- 
paign aimed at highlighting the crimes 
committed by the Gang of Four. Her 
execution was labelled not only a 
“mistake” but a “crime.” 

In citing the example of Zhang, 
the Amnesty report seems to be 
saying that the Chinese authorities 
have cynically rehabilitated one tragic 
victim of the Cultural Revolution 
while perpetuating a system that en- 
sures many more such victims. The re- 
port stresses the increased reliance 
upon the death penalty in the past two 
years. Laws have been passed since 
1982 to increase the number of of- 
fences punishable by death and to 
speed up proceedings in death-penalty 
cases. 

Other aspects of the use of the death 
penalty that concern Amnesty include 
“mass-sentencing rallies” to publicise 
exemplary cases and the parading and 
public humiliation of condemned pri- 
soners. The report also cites the tele- 
vising of public rallies held to de- 
nounce prisoners prior to execution 
and notes that Article 155 of the Law of 
Criminal Procedure adopted in 1979 
forbids exposing the condemned to the 
public. 


mnesty does not hazard a guess con- 
cerning the total number of “pri- 
soners of conscience” currently being 
detained in China. It acknowledges 
that its information remains incom- 
plete and that efforts to communicate 
with Chinese'authorities have been ig- 
nored. Official statements from vari- 
ous Chinese legal and penal au- 
thorities, however, suggest that 
"counter-revolutionaries" at present 
account for at least 1-2% of the prison 
population. In announcements made in 
1981-82, spokesmen for Peking No. 1 
Prison contrasted the number of politi- 
cal prisoners being held there at that 
time, 3%, with the much higher rates of 
the recent past — 40% in 1965 and as 
much as 70% at the height of the Cul- 
tural Revolution. 
Amnesty categorises the prisoners of 


ceral emotion" which the event stirred 
up. 
us in less totalitarian East Asian 
societies, fathers usually dissuade 
their sons from marrying foreigners. 
The Taiwan sculptor Richard Lin is 
still affected by his father cutting off 
family funds when he married first a 
French and then an English girl. Many 
such cases occur in Taiwan and Hong- 
kong, but less consistently in the more 
cosmopolitan Singapore. 
China is a protected society, where 
foreigners have only very recently 
begun to penetrate — beyond a few in 
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Wei: sad commentary. 





conscience of which it is aware into six 
broad groups which to a certain extent 
overlap: 

» Young workers and students who 
took part in the "Democracy Wall" 
movement which started in late 1978. 
Wei Jingsheng, whose trial in 1979 


marked the end of that brief period of | 


liberalisation, is the best known of this 
category. 

» Prisoners detained because they 
protested against human-rights viola- 
tions, including arbitrary arrests, or 
petitioned the authorities about their 


own grievances: Amnesty cites the case | 
of a lawyer who was arrested and de- | 


tained by local officials when he tried 
to have his client's case reviewed. Peo- 
ple in this category are usually as- 
signed to carry out “re-education 
through labour" for up to three or four 
years. 

» Roman Catholic priests 


For the 


the big cities (and always in a closed 
circuit of carefully guarded hotels) 
The few pockets of foreign residents 
inherited in 1949 — the "white Rus- 
sians," some Jews, a very few Indians 
— have been systematically flushed 
out. It has never been as easy or natural 
as it is now for a Chinese to be able to 
see himself as entrenched in his Middle 
Kingdom, not obliged to accommodate 
other moralities, customs or personal- 
Ity structures. 

The visitor from India, Indonesia or 
Bangladesh will be whisked through 
the state tourist channels without ever 





ОСА ць S XT 











! 
| 


| 





most part, these are priests who refuse 
to cooperate with the officially spon- 
sored Patriotic Catholic Association 
which aims at breaking the church’s 
ties with the Vatican. Some of these 
priests have been arrested and re-ar- 
rested many times since 1950. A new 
series of trials in 1983 resulted in sew- 
eral priests being sentenced to long 
prison terms despite their advanced 
ages — 60s, 70s and even 80s 

» Tibetan nationals detained on re- 
ligious grounds or accused of support- 
ing regional independence. These in- 
clude people arrested for showing loy- 
alty to the exiled Dalai Lama. Amnesty 
acknowledges that recent accounts by 
foreign journalists suggest that the po- 
licy of Chinese authorities towards re- 
ligion in Tibet is more relaxed than it 
has been in the past 

» People accused of divulging "state 
secrets" and passing on "secret" infor- 
mation to foreigners. The problem 
with this categorv is that such terms as 
"state secrets" have à much broader 
meaning than in many other countries. 
State secrets in China cover, for exam- 
ple, information published . in 
magazines which, though not on saleto 
the general public, receive wide distri- 
bution to political cadres and special- 
ists. 

» Officials stigmatised as "leftists" 
during the rectification campaign con- 
ducted within the CCP in 1983. These 
include people allegedly sympathetic 
to the “Gang of Four.’ 

This slim volume concludes with a 
translation of the article Democracy or 
a New Dictatorship by Wei Jingsheng, 
published originally in the under- 
ground journal Tansuo in March 1979. 
“Furthering reforms within the social 
system and moving Chinese polities to- 
wards democracy are the prerequisites 
necessary to solve all the social and 
economic problems which confront 
China today," Wei wrote. It is a sad 
commentary on the criminal justice 
system that this article was cited by the 
prosecution as evidence of Wers 
“counter-revolutionary agitation and 
propaganda" and helped to earn him à 
15-year prison term — JOHN BOYLE 
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having sustained natural human con- 
tact. If he did, he would probably find, 
behind the superficial pleasantness, an 
almost insulting ignorance and pre- 
judice concerning his own culture 
What mattered little in the cosseted 
China of the 1960s and 1970s will begin 
to count, however, in the open door 
China of the 1980s, There may well be 
more frequent, perhaps more violent 
racial clashesggnd nasty episodes in the 
years to come, precisely because China 
is becoming more open to outsiders be- 
fore having educated its citizens into the 
niceties of inter-racial behaviour п 









amish McDonald in Noumea 
hile New Caledonia drifts to- 
wards an early vote on inde- 









is economically a dependent 
olitan France and is likely to 
0 
of European. settlers. and the 
-of a Melanesian-dominated 
&anaky. Recession in the terri- 
key export industry — nickel — 
orced it to depend. heavily. on 
gd ^ oA 
th the nrolong ged: recession in the 
l industry, the territory’s main 
e.of exports, New Caledonia has 
back on infusions of French 
ernment funds, given without 
reat. fuss to overseas compatriots. 
ere New Caledonia had an even 
le balance in 1979, the coverage of 
ports by exports had fallen to 51% 
98 ntt eficit reaching 
$124 million Figures are not avail- 
ble: on the territory s balance of pay- 
jents, given thatbank transfers to and 
rom metropolitan France are not sub- 
ect to controls by the French monetary 
hority in the Pacific, the Institut 
mission.d'Outre Mer. "The proce- 
ures are.not in place for us to collect 
iformation so that we could prepare 
uch à document," said Alain Celeste, 
he institute's director in Noumea. 
“On the government side, however, 
he inward transfers are massive. Con- 
utions from. Paris make up about 
6% of receipts in calendar 1984's 
get, which total US$160 million, 
substantial part of the US$20 
п in borrowings. More than half 
'entral government's funding to 
iea is to compensate for low rev- 
rom nickel, while much of the 
.a subsidy for primary education. 




















































¿responsible for many sectors of 
c activity. It pays for secondary 
ition апа ‘subsidises private 
als, pays pensions, the salaries and 
ances of about 1,700 central gov- 
ent employees and gives grants to 
palities. The monetary author- 
the total estimated contribu- 
tor-1984. at'Communauté Fran- 
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ry spending in the territory, 
ich some estimates put at about 
$$42 million a year. 

This French infusion of the order ot 
US$218 million is more than double 
the US$95 million or so revenue raised 
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| including family helpers” 
subsistence farming and petty trading. 





grass in the main square iun dünking 
in à cafe; The most recent occupational 
analysis. (for 1976) showed nearly 60% 
of the 19,300 Melanesians in the work- 
force as "employers and independents, 
— meaning 


But most of these Kanaks are not in 
sight of Noumea. They live in reserved 
lands concentrated along the east coast 
and theoutlying Loyalty Islands. Their 
brush withtheterritory's markete econ- 
omy may be sporadic. | 


“е nickel boom diverted interest 
from other private-sector activi- 
: ¥. ty that would have made the ter- 
ritory less vulnerable to a recession in 
the metal. Agriculture and cattle rais- 








A big French Pacific metal exporter takes advantage 
of rising prices to осе and reduce oo ‚ 


ocieté le Nickel (SLN), a name once 


New Caledonia, has been helped back 


towards profitability by rising exports 


and a second round of nationalisation. 
The mining and smelting company is 
passing through what it hopes is a 
transition phase — though similar 
hopes have been expréssed during ear- 


‘lier crises since the frenetic years of 


1970-72. Ps 

Exports of both metati and ores are 
on the increase aftér falling for several 
years. The 1983 shipment. of 26,648 
tonnes in nickel content of ferro-nickel 
and nickel mattes was the low point, 
equal to less than half the metal ship- 
ped in 1979 (57,886 tonnés), and a drop 
of 23% on 1982. Prices, too, were on the 
decline in 1983, dropping by about 
11% — so that the total value of nickel 
exports dropped 29% to US$82 million 
(at present exchange rates). 

In the first nine months of 1984, SLN 
has exported 20,510 tonnes of metal (in 
ferro-nickel form) at an fob value of 
about US$3.86 a kg and 3,104 tonnes 
(in matte form) at about US$3.16 a kg. 


Earnings thus reached about- US$89 
"million in the first three quarters. A 


company spokesman in Noumea said 
he was confident that total 1984 ex- 
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metal. However, this would appear 
optimistie, unless the pace of ship- 
ments accelerates in the fourth quarter. 
Likewise in exports of nickel ore, a 
revival of demand i$ apparent. Ship- 
ments — mostly to Japan — fell 29% in 
volume to little more than 1 million 
tonnes in 1983, and by 17% in price to 
about 90 US cents à kg of metal con- 
tent. The current six-month agreement 
(November-April) bétween the Japan- 
ese buying cartel; Gokokai, and the 
ew Caledonia Minérs' Syndicate pro- 
vides: for. а modest’ lif 
US$1.10 a kg from: he US$1.04 price 
applied in the previous six months. 
Uptake will lift total exports for 1984 
to 1.3-1.4 million tonnes. Of this ore 
trade; SLN has abouta third; while the 
struggling smaller enterprises: — Nic- 
kel Mining Corps: Tontouta, Sud 
Pacifique, Noumea “Nickel; Georges 
été Caledonienne 
СЕзроцаков | Мые. -— “share the 
The upturn: соте ; as SLN Бекс 
better times after amassive restructur- 
ing a year ago. Owned since 1974 by 
‘two : French ' statezcontrolled enter- 
prises, Société Imetal and Société 
Nationale کک‎ (SNEA), the 
fered a loss of Ffr 
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ing are at only a fraction of their poten- 
tial level, and of the two fishing opera- 
tions recently started, one has already 
collapsed. 

Aside from a revival in mining, 
tourism is the big hope of New 
Caledonia. More than 90,000 tourists 
(21,700 from Japan, 20,800 from Aus- 
tralia, 11,000 from New Zealand and 
18,000 from France) arrived by air in 
1983. The traffic is expected to grow by 
about 5% this year. The average stay is 
about 10 days, which would work out 
at perhaps US$35 million spent lo- 
cally. But one problem for the tourist 
industry is that the most scenic spots 
are located on the Loyalty Islands and 
along the east coast, on lands control- 
led by Kanak communities. 








Misgivings by Kanak leaders stop- 
ped the Club Méditerranée setting up 
on the Ile des Pins, while one hotel 
built on' Ouvea Island was burned 
down by arsonists in August 1983, ap- 
parently because certain Kanak 
groups disagréed with the project. The 
main tourist scheme now underway is 
the US$111 million Tiare Resort, being 
built by an international consortium 
on the coast just north of Noumea. Pro- 
gress on this will depend on sales of 
condominiums at the resort, which will 
account for US$47 million of the total 
funds required. At Tiare, management 
will go to a foreign group, Warwick 
International Hotels, controlled by 
Hongkong interests, just as responsi- 
bility for the present top-class hotel 
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Metal: CPFt/kg 
(average) 
Ore: CPF/kg 


* Estimated 


386.8 | 4821 | 5605 | 560.6 na 
1.78 2.10 3.17 3.41 na 


tCommunauté Francaise du Pacifique Franc. 


Source: Mines Department, New Caledonia. 


ing a Ffr 872.4 million loss in 1982. 
With financing costs taking up some 
27% of turnover, the company was re- 
structured at the end of 1983. The 
state-owned Entreprise de Recherches 
et d'Activites Petrolieres came in as a 
70% shareholder, while Imetal and 
SNEA retained 15% equity each — and 
absorbed nearly all of 1983's losses by 
writing off advances. The company 
said this operation improved net worth 
by Ffr 750 million. At the same time, 
long-term loans totalling Ffr 665 mil- 
lion were advanced by French state 
and private banks to replace short- 
term borrowings. Business sources in 
Noumea say financing costs are now 
down to about 15% of turnover, a dis- 
tinct improvement, if not yet ideal. 

Over 1983, SLN also worked at con- 
solidating production in its most effi- 
cient plants, converting kilns to more 
modern coal-fired types, and reducing 
its workforce by about 700, down to 
2,600. It entered 1984 with expenses 
running about even with 1982 in 
monetary terms despite inflation of 
13% in the territory. 

The company's workforce in New 
Caledonia is 62% European, 19% 
Melanesian and 14% Polynesian or 
Wallis and Futuna Islanders, with the 
remainder Indonesian, Vietnamese 





and others. Only three of the 90 man- 
agement staff are Melanesian, the most 
senior of which is an engineer. SLN has 
12 young Melanesians on training in 
France in an effort to improve this. 
“But there are not many candidates,” 
said one executive. “We take everyone 
who is suitable.” 

SLN's next step in cost-cutting is to 
convert its power source to coal, a step 
that will cost more than US$50 mil- 
lion. The plant involved is owned by 
the local utility, Enercal, but is located 
at the SLN plant in Noumea and owes 
its very existence to the smelter. The 
conversion will start in 1985, with SLN 
paying about two-thirds of the cost 
and the rest financed by a soft loan 
from the French Government's Central 
Fund for Economic Cooperation. The 
switchover will take four years, but 
will reduce by half the energy compo- 
nent of smelting costs, currently about 
a third of the total. 

Company directors saw 1983 as a 
year of transition in their annual re- 
port and looked forward to reaping the 
fruits in 1984. However, caution still 
reigns. “We hope to get back to break- 
even next year,” said a spokesman. “It 
depends on the recovery in [metal] 
prices and energy prices." 

— HAMISH McDONALD 
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and casino, Le Surf, has been given to 
Japan's Tokyu group 

A lift in the nickel industry and a 
general increase in business activity is 
pulling New Caledonia out of the 
trough. "In the first nine months of this 
year we have attained the figures for 
the whole of 1983 in most sectors," said 
Celeste. "We are not in a boom but we 
are not in a decline.” 

The scare effect of the latest political 
violence cannot yet be measured. But 
even before this, the recession was 
causing net emigration (concentrated 
presumably on the European and 
minority races) of about 5,000 over 
1982 and 1983. Property values have 
fallen, and it is generally assumed that 
many are quietly liquidating surplus 
assets and transferring funds back to 
France. The prevailing mood among 
the French settlers, however, seems to 
be to stick it out. "I am not going to 
clear out again," said one restaurateur 
who was formerly a settler in pre-inde- 
pendence Algeria. 
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Dredging for 
a solution 


A halt in operations by a 
major Thai miner highlights 
the depressed world market * 





By Paisal Sricharatchanya 


in Bangkok 
he recent suspension of Billiton Thai 
land's tin-dredging operations 


points up the depressed state of Thai- 
land's tin industry, the result of a long- 
depressed world market that is unlikely 
torecover in the foreseeable future. 
Billiton, a unit of the Royal Dutch/ 
Shell Group's major tin operator Billi- 
ton B. V., announced its decision to 
stop work on 12 October (REVIEW, 25 
Oct.). Less than two months after the 
suspension, and at the mediation of In- 
dustry Minister Ob Vasurat, an agree- 
ment was reached to give the confpany 
a special 100-tonne metal-equivalent 
production quota. Operations will re- 
sume in the second week of December. 
But this only amounts to a temporary 
respite, as Billiton and the Thai au- 


thorities seek a lasting solution to its 
quota problems 
Billiton has been operating in Thai- 


land for more than a decade. It started 
off as a partner of Union Carbide in 
Temco, which was set up in the early 
1970s to prospect for and mine rich tin 
deposits off Phang-nga in southern 
Thailand. But in a controversial move 
that undermined the country's reputa- 
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tion in the eyes of foreign investors at 
that time, the government in 1975 re- 
voked Temco's concession in the wake 
of widespread student protests against 
alleged foreign exploitation of local re- 
sources. 

Union Carbide then threatened to 
sue, but dropped the issue after its stake 
in Temco was taken over by Billiton. 
Billiton Thailand was set up the fol- 
lowing year to mine part of the former 
concession — on a contractual basis — 
for the (then newly created) state-run 
Offshore Mining Organisation (OMO). 
In the past eight years, it produced 
some 8,254 tonnes of tin concentrate, 
with average annual production in 
1980-82 topping 1,200 tonnes. 

The suspension is a direct outcome of 
export controls and production cut- 
backs imposed by the International 
Tin Council (ITC) since mid- 
1982. While Malaysia — the 
world's largest producer — has 
substantially scaled down pro- 
duction to correspond with the 
ITC quota system, Thailand has 
been far less successful in doing 
SO. 
Production is estimated to be 
65% more than the 18,500-tonne 
ITCquota for Thailand. Much of 
the excess is accounted for by 
smuggling, which has risen 
sharply in the wake of the ITC 
export controls. Of the estimat- 
ed 18,000 tonnes of tin smuggled 
from Southeast Asia in 1983, in- 
dustry sources reckoned that at 
least 12,000 tonnes were from 
southern Thailand. 

The bulk of the smuggling is 
carried out by the 1,000 or so 
suction boats that have been 
operating illegally or semi- 
legally (in the cases of those min- 
ing in OMO concession areas) off 
Thailand's southern coastline 
since the mid-1970s. And in- 
stead of seriously trving to cut 
down production, thenumber of 
legitimate contractors to OMO 
increased from six to nine dur- 
ing the past two years. This has 
largely contributed to Billiton 
Thailand's quota being slashed 
from 777.75 tonnes in 1983 to 412.89 
tonnes this year. 


illiton's suspension of operations 
underscores a series of failed 
negotiations with the OMO involving 
additional quotas, new mining areas 
and proposed joint ventures on new 
exploration. According to J. Rodney 
Lay, head of the local Shell group's 
metals sector and Billiton Thailand's 
managing director, the company in 
July proposed three options to OMO 
but negotiations were deadlocked. 
OMO was told that if Billiton re- 
ceived a quota of less than 500 tonnes 
during the one-year period from mid- 
1984, it would be unable to maintain 
operations. It was told that a minimum 
of 720 tonnes during the same period 


иш —Y— n— 


— 





would allow Billiton to continue until 
existing reserves are exhausted in the 
next three years. Billiton would termi- 
nate operations by mid-1985 if the 
quota was in the range of 500-720 ton- 
nes. "We are not asking for more 
quota; we just want it restored to the 
[previous] level," said Lay. The com- 
pany last year made an after-tax profit 
of Baht 9 million (US$391,000 at the 
old exchange rate of Baht 23:US$1) 
but this year incurred losses of Baht 14 
million in January-October. 

The episode brings to light some 
serious flaws in the Thai tin industry. 
Owing to a high royalty (in this case a 
form of production-cum-export tax), 
Thailand now ranks among the high- 
est-cost producers. The royalty was cut 
once in September 1983 às part of an 
official attempt to discourage smuggl- 
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ing (REVIEW, 20 Oct. '83) but it was not 
large enough to produce any impact. 

Meanwhile, the recent 14.9% baht 
devaluation has raised the royalty to 
about 23% and, presumably, served as 
a new incentive for smugglers. Adding 
another 4.4% business tax, the total 
taxes now stand at about 27%. By con- 
trast, Malaysia charges a marginal ex- 
port duty, while Indonesia, the second 
largest producer, levies no special 
taxes on tin production. 

Another serious problem in the years 
ahead centres on the absence of any 
consistent exploration programme 
that will support current production 
levels. Thai production hit a peak of 
about 46,000 tonnes in 1979 but drop- 
ped to about 35,000 tonnes in 1982 be- 
fore the ITC controls came into force. 
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Billiton's smelter and refinery: temporary respite. - 
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“Since there is no other significant 
exploration both onshore and offshore, 
and existing known reserves will be 
gradually depleted, production can go 
down to 25,000 tonnes in five years,” 
commented one analyst. Given the de- 
pressed world market and the high 
taxes, more prospecting is unlikely. 
E rustrated by various adverse reper- 
cussions, some in the mining indus- 
try have openly called on the govern- 
ment to pull out from the ITC — but 
this was rejected. Apart from harming 
relations with Malaysia and Indonesia, 
a pullout would mean forfeiting some 
US$25 million worth of tin-price sup- 
port funds put up by Thai miners. 
Perhaps more importantly, a price col- 
lapse would put most of the legitimate 
operators out of business. 

Scepticism about the Inter- 
national Tin Agreement (ITA) 
becoming an effective instru- 
ment to regulate the world tin 
market is not new. Before the 
Thai Government decided to 
join thesixth ITA two years ago, 
mining industry groups in Thai- 
land had advised strongly 
against the move. 

The agreement has spurred 
production in non-member 
countries, aggravating the al- 
ready-large world surplus. At a 
recent mining conference here 
Lay said that “the ITC members 
are now producing substan- 
tially less, [while] non-member 
producers, particularly Brazil 
and Britain, are rushing to fill 
the gap. These 'other' produc- 
ers, including smugglers from 
ITC member countries, have 
doubled their shareof the world 
market from 14.3% in 1980 to 
28.2% in 1983 — or from 27,000 
tonnes to 48,500 tonnes." Brazil 
is likely to produce around 
17,000 tonnes this year, up from 
7,000 tonnes three years ago, 
and has said itcan produce up to 
30,000 tonnes at current prices. 

Through massive purchases 
in the Penang market, the ITC 
buffer-stock manager has man- 
aged to maintain the floor price at 
M$29.15 (US$12.15) a kg. Given the 
large world surplus on the back of de- 
clining consumption, most analysts 
here rule out the possibility of a re- 
covery over the next few years unless 
the present ITC strategy is adjusted. 
Asserting that other metals — such as 
zinc, copper, and lead — have main- 
tained their market positions by using 
the price option, Lay implicitly stated 
that the (artificially supported) Penang 
price is too high. While the Association 
of Tin Producing Countries, formed in 
1983, has yet to begin seriously its re- 
search and development programme to 
promote tin’s new industrial use, lower- 
ing the ITC floor price indeed appears 
to be one of the few options at this 
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Light is money. Cost-efficient lamps 
convert paid-for energy into maximum 
luminosity. Philips are world leaders in 
cost-efficient lighting. In fact, the Philips 
SOX low pressure sodium lamp is ak- 
knowledged to be the world’s most cost- 
efficient light source, producing no less 
than 200 lumen per watt. The Philips 
plug-in SL* lamp produces a comparable 
light output to a 100 watts conventional 
incandescent lamp - but uses only 25 
watts. That's a saving of 75%. And this 
lamp has an operating life of 5000 hours 
or 5 times that of an incandescent lamp. 

Other cost-efficient lamps are the 
Philips compact PL* and the all-purpose 
TED 26 mm diameter fluorescent lamp. 
So Philips have proved, better than anyo- 
ne else, that lighit can be cost-efficient. 

But can light be aesthetic as well as 
efficient? 'Verre Lumiére' - member of the 
Philips Group of Companies - can create 
luminaires, or light fittings, to grace any 
art gallery – and tailor-make them to your 
taste. Middle East Airlines and the Hotel 
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Cosmos, Moscow, are among ti 

nisations which have installed Phili 
lish ‘Verre Lumière’ 
tailor-made lighting 
incorporating Philips 
compact cost-effr 
cient lamps. So light 
can be beautiful ... 
and save money, too 





For more information abou 
ing, write to us on your business 1 
cating areas of interest 
Philips International B.\ 
Marketing Services Lighting Divisio 
5600 MD Eindhoven, The Nether! 
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Hewlett 


"At Oak the HP 3000 has 


helped us double our inventory 
turnover rate and reduce 


information retrieval time from 
one week to 10 minutes.” 


"We set up our Data Processing 
Management System with the HP 3000 in 
1982, and the system is now applied to 
inventory management, accounting and 
finance, production control, marketing 
planning, personnel and payments 
systems, and policy analysis." 


Based in Taiwan with manufacturing 
plants in six Asian countries, Oak 
Industries' Pacific Region Operations is a 
major world supplier of parts for Cable 
TV, PC Boards and other electronic 
products. 


Huang Jen-chung, Executive in charge of 
the Pacific Region said: "We chose HP 
because of very favourable experience 
with HP products in Production Control 
and Research and Development. Both 
hardware and software designs were 
ideally suited to our applications. 


"Among other things, it has enabled the 
management to obtain full market updates 
at any time for price adjustments, and 
production costs have been reduced by 
about 10 percent over last year's. 


“We continue to be impressed by the 
reliability of the hardware and the 
efficiency of the HP customer support 
team. The company will rely heavily on 
HP as its working partner in our future 
progress and growth." 


You should consider a working partnership with HP. Now. 


Call or write to your local office. 


AUSTRALIA INDIA 
Melbourne, Victoria Office Blue Star Ltd. 
Hewlett-Packard Australia Pty. Ltd. BOMBAY 400 025. Tel: 4226155 
dps eol Victoria 3130. INDONESIA | 
E BERCA Indonesia P. T. 
HONG KONG JAKARTA. Tel: 373009 


Hewlett-Packard Hong Kong Ltd. 
HONG KONG. Tel: (5) 8323211 


JAPAN 
Yokogawa-Hewlett-Packard Ltd. 
Suginami-Ku TOKYO 168. Tel: (03) 331-6111 


KOREA 
Samsung Electronics 
SEOUL. Tel: 555-7555, 555-5447 


MALAYSIA 
Hewlett-Packard Sales (Malaysia) Sdn. Bhd. 
KUALA LUMPUR. Tel: (03) 943022 
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"At Sin Tien Seng- the 

HP 3000 computer system 
was able to pay for itself 
in six months.” 


"With the HP 3000 system, we have 
been able to streamline our parts and 
inventory orders. In six months, the 
saving on reducing excess orders alone 
was enough to pay for the entire 
system,” 


Sin Tien Seng is the sole distributor of 
Daihatsu motor vehicles in Singapore. 
The company installed an HP 3000 two 
years ago in the Head Office with 
remote terminals in two branches. 


Mr Loh Kok Hua, Director and General 
Manager of Sin Tien Seng said, “With 
the Rapid/3000 solutions, the system 
can handle a host of functions very 
effectively. These include processing 
parts and inventory orders from Japan, 
capturing sales performance data to 
generate accurate sales Forecast, 
maintaining a customer database, 
generating monthly hire purchase 
billings for our vehicles and retaining, 
data for market analvsis. 


All these are significant data and 
functions we couldn't have done 
manually. 


"We did have a look around before we 
decided on the HP systems. Looking 
back, we made the right decision — we 
couldn't have done what we did in so 
short a period of time." 


PHILIPPINES 


The Online Advanced Systems Corporation 
Metro MANILA. Tel: 815-3811/6 


SINGAPORE 


Hewlett-Packard Singapore (Pty.) Ltd. 


SINGAPORE 0511. Tel: 631788 
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TAIWAN 
Hewlett-Packard Far East Ltd. 
TAIPEI. Tel: (02) 712-0404 


THAILAND 
UNIMESA Co. Ltd 


Suriwong.. BANGKOK. Tel: 2340991 /: 
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Five good reasons why the 


new River View Hotel 
is your best value in Singapore. 


Five star quality at four star prices 


The River View looks and feels like a five-star hotel . . . 
but it just isn't priced like one. 


uperb rooms 

In a five-star hotel you'd 

expect spacious rooms, 
designer furnishings, well- 
appointed bathrooms with 
telephone and 24-hour room 
service. And of course the 
amenities of colour TV, in-room 
movies , individual air-conditioning 
control, a mini-bar and 
International Direct Dialling. 
That pretty well describes our 483 
rooms and suites. 


ine international cuisine 
qa offer three world class 

restaurants. The River 
Palace. Savour superlative 
Chinese cuisine and service in a 
serene atmosphere reminiscent of 
the China of a bygone era. Il 
Giardino. Nouvelle cuisine and 
unique culinary creations to 
excite the most sophisticated 
palate. Ginga. Exquisite Japanese 
restaurant with a Sushi Bar, 
Teppanyaki Grill and authentic 
Kaiseki cooking. 


reat facilities 

Cool off in the swimming 

pool and then relax by the 
pool-side bar. Enjoy our Health 
Club with hydro pool, sauna. 





CY 


There's even Japanese-style 
shiatsu massage on request. For 
those on business, there are 
function rooms for cocktail 
receptions, banquets or meetings. 
We offer full audio-visual 
equipments too. 


rime location 
P Starea in the Havelock 

Road hotel district by the 
scenic Singapore River, the River 
View is convenient to sightseeing, 
business or shopping. It's only 5 
minutes away from the Central 
Business District, Chinatown or 
the Orchard Road shops. 


vacation bonus 
A Every day we have 2 private 
shuttle buses to take you to 


the beautiful Desaru View Hotel. 
It's only 2:5 hours away in 
Malaysia's luxurious east coast 
resort area. 


Book at the River View Hotel and 
enjoy five-star luxury at four-star 
prices. 


Opening April 1985 
Singapore — Tel: 7375570 
Telex: RS 38744 AVI 
Tokyo — Tel: 03-271-9754 
Osaka — Tel: 06-201-1345 


(Rare View 
срок 


382 Havelock Road Singapore 0316 
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‘Lhe 
Giant Panda 
needs your help 
[О survive 


ONCE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. ^ 

A team from WW, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 

Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 





WWF acknowledges the donation of this space bi 
Far Eastern Economic Revie 
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No matter where you're located, you're 


part of B&W’s world. And no matter 
what your steam generation needs 
аге, BaeaWcanhelp o 
One call to Babcock & Wilcox 
International puts you in touch with 
a multi-divisional energy services 
— company that can get to the heart of 
your problem, fast. With 25,000 
employees and service operations 
worldwide, a team of B&W experts 
—-is ready to work with you. : 
Whether you need high technology 
instrumentation and controls, tubing, 
pressure parts, sootblowers or 
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ceramic fiber insulation, B&W can 
service you, 

From single component upgrading 
to entire boiler island rebuilds, B&W 
can engineer modifications to deliver 
improved operating efficiency. And 
our maintenance and operator train- 
ing programs will help keep your 
plant running smoothly. 

For morethan a century weve been 
a world leader in industrial and utility 
steam generation. And in this world, 
no other company can supply B&W'S 
technological expertise and total 
scope services. 


- 


For more information, contact the 
Manager, International Marketing & 
Sales: Babcock & Wilcox Canada, 
581 Coronation Blvd., Cambridge, 
Ontario, Canada N1R 5V3. 

Tix 069-59341 or Babcock & Wilcox 
International, Inc., 20 S. Van Buren 
Avenue, Barberton, Ohio, USA 44203. 
TIx 98-6406. Babcock & Wilcox, a 
McDermott International company. 





When was the last time 


you hada choice of 
sleeping arrangements? 








Only Philippine Airlines offers you a choice of 
sleeping arrangements when you fly First Class on board 
our all-747 services to North America and Europe. 

We were the first airline to offer 14 full length 
Skybeds in our private Cloud Nine bedroom. Skybeds 
that are certified for landing and takeoff, and assure an 
uninterrupted rest all the way to your destination. 

Now, you have an additional choice of sleeping 
arrangements. New luxurious Siesta Seat recliners for 
those who prefer to move around between snoozes. 


Asia’s first airline. 


аа 42 " à " 
*kvbeds* or Siesta Seat™ recliners available on a first-come, first-served basis 


As the first Asian airline to fly both to North 
America and to Europe, we know how to provide you 
with the total comfort you expect when flying First Class 
on a long journey. Now with an exclusive choice of 
sleeping arrangements. 

Next time you fly First Class to North America or 
Europe, book your preferred flying and sleeping 
arrangements with Philippine Airlines’ all-747 services to 
the U.S. West Coast and the major capitals of Europe. 
There has never been a better choice. 


when booking through vour travel agent or any Philippine Airlines’ office 








е ВАМСКОК і is prepared to try vir- 
tually anything, it seems, to woo 
foreign investors into its stock- 
market still traumatised by the crash 
ore recently by a 14.9% 
baht. There is much 
ising public utilities 
takes to foreigners; 
nai offshore fund along 
the highly successful 
















hholding taxes affecting 
folioinvestors in Thailand. 
seems to be much disag- 





crats, 


far and how fast Bangkok should go 





- and even of reforming | 


eemen still among local bureau- | 
yankers and others (even some | 
| foreign fund managers) over just how | 






















thing Thailand needs to do, as Peter 
Pearson, managing director.of Fidel- 
ity International (Hongkong) noted, 
is conclude double-taxation agree- 
ments as soon as possible with gov- 

ernments such as the United States 
and Hongkong. 





The market needs more breadth | 


and depth. It has fewer than 100 
listed companies (97) and is essen- 
tially a broker-speculator market 
dominated by some 15 securities 
companies. There is much talk and no 
doubt good intention of strengthen- 
ing its domestic institutional bias by 


east [e mutual funds and unit | 


with such measures, as Shroff d tee te 


| covered at a Bangkok recent seminar | 


in entitled (rather optimistically) 
“Take-Off Time for the Thai Capital 
Market.” The event, organised by the 
Securities Exchange of Thailand 
(SET) and the Industrial Finance 


Corp. of Thailand (ТЕСТ), attracted | du а EE N 


some financial heavyweights fron 
over the world but ended in less than 
general agreement on the market's 
prospects. 

That needs 


Thailand foreign 


portfolio investment is not in doubt. 


The ratio of domestic savings to gross 
domestic product has fallen to 


around 20%, while investment as a | 


proportion of GDP has fallen also. 
- Meanwhile, the ratio of foreign bor- 
_ rowing to GDP has shot ир, and the 


Official debt-service ratio is nud, g 


20%. 
The question is whether- for 


portfolio investors need Thailand 4 
and the answer appears to be no — 
under present conditions. Hence the | 


latest attempt by the SET to promote 
reform. 

è THE first reform needed is aboli- 
tion, or at least à reduction, of the 
withholding taxes imposed on 
foreign investors: 20% ой: 
and 2596 on capital gains, С 
Whitehead, chairman of rok- 
ers T. C. Coombs, which is.making a 











^ market in London in Thai shares, | 


called it “downright iniquitous” that 
losses cannot be offset when eee 
ing the tax. 

Other fund mangers were. » equally 
impolite about the tax, and Chavalit 
Thanachanan, deputy governor of the 


Bank of Thailand (BoT — the central | cised 
bank) did concede that the current 


fiscal policies might not be altogether 
investor-friendly. But the impression | 
persists that there is some entrenched 
bureaucratic resistance, or at least 
` inertia, towards reform. Another 









Shroff i is Ud that there are prob- 


dividends | г 
topher 





to se iier M fide, pie ot 
which will presumably find their way 
into её сыпа кер Meanwhile, 
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ably another hundred companies 
ready to come to market when the 
time i is ripe. 

е THE trouble is that the time has 





peculation plus hie e easy 
-of margin. 


Finance (REVIEW, 18 May.’79) and 
the market. Two massive rescue 
funds, the Capital Market Develop- 





ment Fund (CMDF) and the Krung 


Thai Fund were set up to restore 
liquidity and hold stock the public 
dumped (only 11. 9% of sellers exer- 
heir option to buy b back stock 






market to this day. - 


Snoh Unakul, former governor of 
the BoT and now secretary-general of 


the National Economic and Social 





| Securities Exchange Act. 


i finance 
“brought about the collapse of Raja 
of 


‘Krung Thai), leaving a massive 
| 'olume- of shares overhanging the 








Development. | joard, as : an | 



















absorbed with no prob 
tionally. The idea of а : 
seems to have gained a a moment 
its own, and fund manager 
know that market say it w 

more than a dustbin tru 

CMDF or even the К: 
formed the basis of i 
good quality stocks ir 
as 19 19 leftovers, iti api | 












ment to foreign hapen Ww 
by Amnuay Viravan, chairr 





of the a d Bs t rE 
ei the tobacco i ened 
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recent amendments | t j 





















Nov.), which aim at clear 
Bangkok stockmarket (from 
point of view otinsider dealing: 
on) and making it easier foi 
panies to make share and debe 
issues сеа b ndo the ponte 
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like the allure at B und 
fabulous returns by st 
| standards. А » 
That leaves the little matter o 
| valuation. Most of the seminar 
ticipants were full of admiratio 
the way the Thai Governme 
handled the exchange rate 
| ment, in the face of some heavy in 
vention from people such as à 
commander Gen. Arthit Kamien 
(REVIEW, 22 Nov.). As Whitehead 
it, while it may not be pleasant t 
a portfolio devalued by 15% 
night, it is reassuring to see 
economy is being ' ‘well andi 
tently managed." 
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3 By Robert Delfs in Peking 
іх years ago, a coalition of Chinese 
ү Communist Party (CCP) leaders 
p" headed by Deng Xiaoping estab- 
ished a common front powerful 
enough to tilt party policies decisively 
in the direction of major economic re- 
form. Since the third plenum of the 11th 
central committee in December 1978, 
Ч ле party has moved to repudiate the 
Maoist vision of a highly collectivised, 
egalitarian society and begun a shift 
езе mixed economy modelled on 
the successful mixed-market ones of 
_ East Asia and the West. The reformists' 
б economic programme has progressed 
on three fronts: rural reforms, urban 
reforms and the open-door policy. 
Rural reforms have meant the decol- 
lectivisation of agriculture, a return to 
| the family as the essential economic 
unit in the countryside and lifting of 
tol to allow peasants to freely 
ket surplus production. 
- Urban reforms refer to expanding 
he autonomy of enterprises, giving 
T material incentives to workers, loosen- 
planning and price controls, re- 
Eine state investment with credit fi- 
» nce, encouraging small-scale pri- 
vate enterprise and allowing market 
forces to replace unified state control 
over distribution of commodities and 
materials. 
_ The open-door policy — the effort to 
open China to foreign investment and 
te nology and to expand China's 
reign trade — can be considered 
apart from the domestic reforms, 
though it is obviously closely related. 
— In endorsing rural reforms, the CCP 
Е іп 1978 still shaky, unpopular and 
verely demoralised after a decade 
“ot violent internecine struggle — 
acknowledged the failure of col- 
. lectivisation policies imposed on the 
countryside two decades before. It was 
also responding to powerful pres- 
sures from the rural population. 
. Decollectivisa- 
tion had been ap- 
pearing spontane- 
ously. Jinyu (Gold- 
fish) commune 
x fü. Guanghan 
County, Sichuan, 
Ф vad secretly di- 
vided the fields 
among its produc- 
^ tion teams in 1977. 
It was there, the 
К following year, 
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nga commitment to economic reform... 


China goes to market 


PER CAPITA RURAL INCOMES 


(current prices) 


т a 


9: 37.9 
Average annual 
income 223.4 


Source: Li Chengrui and Zhang Zho si 
New Changes in the Livelihood of the 
в Chinese People in Hongqi (Red Flag) 21 Oct. 
that the practice | 1984. ji 3 





doned as an experiment by then provin- 
cial party first secretary Zhao Ziyang. 

The rural reforms spread rapidly. 
There is almost no place in China today 
that does not practise some form of re- 
sponsibility system — contracting land 
and production responsibility either to 
the work team or the individual house- 
hold — and in more developed pro- 
vinces, upwards of 90% of peasants 
practise the more radical household 
responsibility system. 

The free market in the countryside is 
a fact. Those peasants who can reason- 
ably transport their produce to the 
cities and towns, do so. Every city hasa 
free market, and in many areas these 
markets have burst through their 
bounds. Peasants and traders line the 
streets selling produce, rice, cut flow- 
ers, spices and medicinal herbs. 

By any standard, the rural reforms 
have been an outstanding success. 
From 1979-83, agricultural output 
value grew at an average annual rate of 
7.9% (the average rate over 1953-78 
had been 3.2%). 

The results of a recent survey of 
30,427 peasant households in 600 
counties astounded even the reform- 
ers. It suggested that rural incomes had 
more than doubled in current prices 
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between 1978 and 1983. In real terms, 
the increase in average rural per capita 
net income was 98.5%, an average an- 
nual growth of 14.7%. 

Rural reforms required no new in- 
stitutions. Chinese peasants did not 
need to be taught to farm their fields or 
sell their produce. It needed only a con- 
cept — the idea that the ownership of 
land could be separated from its use. 

Implementation of urban reforms, 
by contrast, has until recently been 
tentative and slow, limited by both 
practical and political constraints. The 
urban economy could not be simply let 
go. Most of China's industry has come 
into being since 1949, securely em- 
braced in a rigid system of state plan- 
ning, investment, subsidies, prices and 
allocation of goods and materials. 

U does require new structures, new 

institutions and new skills. Man- 
agers could not learn overnight to plot 
enterprises' destinies in a newly com- 
petitive environment. The exchange of 
raw materials and commodities in a 
market economy takes place through 
an intricate web of relationships 
among producers and distributors, re- 
lying on their specialised knowledge of 


nlike rural reform, urban reform 





Agricultural yields rise, 





otal. investment in agriculture, 

though small relative to urban in- 
dustry, rose steadily between the late 
1960s and 1977. But there was a serious 
decline in the efficiency of resource use 
during the period and output growth 
remained low. The rapid growth ratein 
output in the past 
six years thus re- 
flects in part the 
exploitation of in- 
vestments made in 
previous years — 
including those in 
water works, farm 
machinery and 
fertiliser-produc- 
tion capacity — 
that had not 
been fully utilis- 
ed. This “free” 
boost to farm out- 


but the boom cannot last 


put will not continue indefinitely. 

The costs of sustained agricultural 
growth, moreover, are likely to in- 
crease. Squeezed by urban growth, ara- 
ble land in China shrunk from 107.9 
million ha in 1952 to only 99.5 million 
ha in 1979. In per capita terms, the 
amount of arable land was halved from 
0.19 ha per person to only 0.1 over the 
same period. Yields in China are al- 
ready high. By the late 1970s, China 
had already attained average rice 
yields comparable to Taiwan and 
South Korea in the mid-1960s and 
wheat yields close to those in the Unit- 
ed States in 1979. 

These factors limit prospects for fu- 
ture agricultural growth. Foreign 
analysts, such as Yale University’s 
Nicholas Lardy, doubt that decollec- 
tivisation itself can provide the basis 
for sustained growth in agriculture. 
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small market segments. To imagine such 
a network could quickly and easily 
evolve, or that the reformists could call 
it into being by fiat, would be fantasy. 

Allowing prices to vary with factors 
of supply and demand for different 
commodities and to reflect different 
levels of quality for a particular com- 
modity is basic to urban reform, but 
abrupt decontrol threatens economic 
and social chaos. The market 
mechanisms which balance supply and 
demand do not yet exist, and the pros- 
pect of price instability stirs deep fears 
among urban residents, many of whom 
remember the disastrous hyperinfla- 
tion of the late 1940s. 

Ending state control of industry and 
commerce threatens entrenched 
bureaucratic in- 
terests. Within the 
party, the ideologi- 
cal commitment to 
centralised state 
planning in indus- 
try runs deeper 
than the attach- 
ment to rural col- 
lectivism. Charges 
that the reforms 
are tantamount to 
capitalism have 
not been easily re- 
futed. Moreover, 
there were open 
differences within 
the reformist group 
itself over how far 
and fast urban re- 
forms should be al- 
lowed to proceed. 


This scepticism 
is increasingly 
shared by research- 
ers and policy- 
makers in China. 

The current rapid 
growth —- based 
mainly on gains in 
efficiency duetoin- 
itiative and ener- 
gies released by the 
rural reforms — can be maintained for 
three, or at most five more years, ac- 
cording to Lu Wen, a senior research 
fellow at the National Research 
Centre for Rural Development in Pe- 
king. From 1987 on, further pro- 
gress will depend largely on new 
material inputs to agriculture to raise 
land-unit productivity and special- 
isation, which ought to increase 
the value of production per land 
unit. 

But the labour-intensivity and small 
scale of family farming in China are 
major obstacles to mobilising and de- 
ploying investment funds in the coun- 
tryside and to specialisation. There are 
three farm workers for every hectare of 
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The initial stages of urban reform 
have thus been exploratory and 
piecemeal so far, testing new policies 
in individual enterprises and selected 
cities while at the same time, the re- 
formists worked to convert or neu- 
tralisetheir opposition. Thereformists' 
essential control of two key party or- 
gans — in particular, the Commission 
for Discipline and Inspection (headed 
by Chen Yun since it was set up at 
the 1978 third plenum) and the Centra! 
Committee Secretariat (established in 
February 1980), made it possible to 
isolate the opposition and control as- 
signments to key party posts. 

The political struggle over reform 
culminated this year. In October, the 
party central committee, meeting in 


arable land in China, compared to 2.3 
in Bangladesh, 1.6 in Indonesia, 1.1 in 
the Philippines and one in India. In- 
creased farm-labour productivity will 
therefore be a prerequisite of rural 
development. The only way to ac- 
complish this, says Lu, will be toshifta 
large proportion of China's 300 million 
rural workers (some 60-70% over the 
next 15-20 vears) out of agriculture 


y the year 2000, the percentage of 

the rural workforce engaged in 
cultivation, now approximately 85%, 
is expected to decline to only 30%, 
rural development researchers say. 
The largest share of the rural work- 
force, 40%, will be absorbed by rural 








plenary session, unanimously adopted 
a scathing critique of excessive state 
control of the economy and officially 
endorsed accelerated, comprehensive 
urban reforms (REVIEW, 1 Nov.) 

There is little doubt that the major 
factor in the reformists’ October vic- 
tory was the unexpectedly dramatic 
success of rural reforms. The reform- 
ists have done what many experts, 
Chinese and foreign, Left and Right 
believed impossible. They have simul- 
taneously raised incomes and living 
standards in both the city and coun- 
tryside. There are still many difficul- 
ties ahead. But barring catastrophe — 
a major recession, uncontrolled infla- 
tion or war it is difficult now te 
imagine that the opposition could 

seriously challenge 
2 the reforms in the 
| near future, even 
after Deng's death 
Ж The success of 
>the rural reforms 
1 was the most im- 

portant factor," a 

party member in 

Sichuan said 

"Look around you. 

Would the people 

let us change the 

policies now? I 

don't think we 

could turn back the 
reforms now even 
if we tried. It would 
be like trying to 
turn back the flow 
of the Yangtze 


River.’ п 


industry and com- 
merce. Forestry, 
animal husbandry 





and aquaculture 
will absorb 20%. 
Some 10° will 
move to cities, 
working mainly in 
services. and con- 
struction, or ree 
mam in the coun- 
try as mine workers 
The impli« ations otf Such a 


transformation within a single genera- 
Lion are staggering, especially because 
Chinese planners expect it to be ae- 
complished not by state directives and 
coercion but rather through economic 
forces already at work in the Chinese 
countryside. Those who femain on the 
land as cultivators will be profession- 
als, according to Lu, using better tech- 
nology and more capital-intensive 
methods, and farming three times the 
current average acreage. They will be 
the survivors who emerge from the 
current phase of reforms on the basis 
of their abilities, contracting larger 
production on larger areas of land as 
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able to exploit local ee ad- 
antages, are already appearing. Spe- 
| ed households (including house- 
d olds engaged in rural processing and 
services) now account for an estimated 
14% of China's 180 million rural 
- households. In more developed coastal 
"provinces such as Zhejiang and 
Jiangsu, the proportion has reached 
X 0%. On average, specialised house- 
holds market more than 70% of their 
output. The average percentage of 
marketable produce for all agriculture 
and by-products is approximately 
50%. For grain producers, the average 
commodity ratio is only 30%. 

= The crucial factor will be the deve- 
lopment of rural industry to absorb 
- surplus rural labour. Rural industries 
4n China are not new. Of the vast num- 
bers that were established in the late 
_ 19505, many survived as producers of 
| cement, fertiliser and coal. Until re- 
- eently, however, rural industry has 
- been subject to tight constraints. Col- 
lective-run rural enterprises have gen- 
pus operated outside the planning 
stem with little or no subsidies. For 
at reason, few which were not com- 
Ж. ercially viable have survived. Jack 
Gray of the University of Sussex in 
Britain has suggested that rural enter- 
| prises may be the most cost-effective 
sector of the entire Chinese economy. 
In the past five years, the output 
"value of rural industries has nearly 
"doubled, reaching Rmb 75.7 billion 
. (US$27.23 billion) in 1983, approxi- 
_ mately equal to China's entire indus- 
trial output value in 1957. In Jiangsu 































Б inancing rural development in 
— M China over the next 15 years will re- 
еке at least Rmb 600-750 billion 
E -272 billion), according to 
_ rural development planners. State aid 
` to agriculture, which is only Rmb 8.1 
- billion in 1984 (approximately 6% of 
total budgeted state spending), will 
г рр по more than 20% of this іп- 
vestment. 
_ Most rural investment will rely on 
` funds mobilised within the rural sector 
itself — self-investment by collective 
` enterprises and peasant households 
апа bank credit. The key player in this 
` process is the Agricultural Bank of 
` China (ABC). Operating through a net- 
` work of 29,000 branch offices through- 
E out the country, the ABC, with assets 
. of Rmb 101 billion and a deposit base 
of Rmb 62.5 billion (85% of which is 
generated within the rural sector), has 
= become the major source of develop- 
= ment capital to rural China. 
The current ABC was re-established 
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alone, rural industry output in 1984 is 
expected to reach Rmb 20 billion, an 
increase of 36% in a year. 

The costs of financing investment in 
rural industry and new material inputs 
to agriculture will be several hundred 
billion renminbi, Lu says, of which the 
state will only supply a small part 
(about 2095). For the most part, the 
rural sector will have to finance its 
own development through self-invest- 
ment by rural collectives, households 
and enterprises, and through credit 
capital mobilised within the rural sec- 
tor. Bank financing, based on rural 
savings generated by the tremendous 
increase in rural incomes over the past 
five years, plays a major role in rural 
development. 

Another source of rural investment 
will be urban industry. In the cities, in- 
dustry, commerce and small-scale pri- 
vate enterprises are re-absorbing the 





Financing from within the 
extended rural family 





in 1979 as a specialised bank for rural 
finance under the State Council. (It 
was founded in 1955 but closed in 
1957, re-established in the 1960s but 
closed again during the Cultural Rev- 
olution.) In its 
current incarna- 
tion, the ABC has 
taken over the 
People's Bank of 
China's (PBOC) 
rural branches 
and staff. (In 
much the same 
way, the Indus- . 
try and Com- 
merce Bank — 
ICB — has be- 
come the major 
banking and fi- 
nance establish- 
ment for urban 
enterprises, 
while the PBOC 
has gradually as- 
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REVIEW CHARTS by Frank Tam 


relatively small amount of available 
surplus labour. Within a decade or less, 
China's declining birth rate will trans- 
late into an urban labour shortage, 
planners say. Land for industrial use in 
urban areas is already in short supply. 
To expand, urban industry will be 
forced to go to the countryside, supply- 
ing capital, equipment and knowhow 
in return for land and labour. 

To a surprising extent, the agenda of 
urban and rural reform have become 
one. The keys to rural development 
now — greater specialisation in ag- 
riculture and rural industry — will 
also depend on the development of new 
market mechanisms to promote the ef- 
ficient exchange and circulation of 
commodities. For all of China, the next 
hurdle will be removing the physical, 
regional and bureaucratic barriers on 
the movement of goods, capital and 
technology. — ROBERT DELFS 


sumed the functions of a central 
bank.) | 

The ABC's lending programme is ex- 
panding rapidly. Outstanding loans 
totalled Rmb 71.5 billion as of the end 
of 1983 — 70% of total assets. New 
lending in the first six months of 1984 
totalled Rmb 37 billion, 22% more 
than new lending in the same period of 
1983. This six-month figure exceeded 
the total Rmb 33.5 billion in new loans 
issued in 1982. The focus of its current 


| ABC'S LOANS IN 
SICHUAN PROVINCE 
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pansion of existing rural enterprises. 


Loans to rural industry and commerce 


represented 70% of the total outstand- 
ing loans at the end of 1983. 


espite the large proportion of loans | 
to industry and commerce in its | 
portfolio, most of the ABC's lending 
remains short term. What the. ABC | 
(operating | 








terms “production loans” 
- capital and funds for forward Į ur 
. chase of raw materials) are gen | 
paid back within one year." Deve 
ment and exploitation" (new plant and 






new enterprises) loans range from one. 
to five years, though some projects — 


with long-term recovery periods — 


such as forestry — areallowed terms of © 
15 years or more. This apparent capa- _ 


bility of rural enterprises to finance 
new equipment and expansion through 
short-term credit indicates the com- 
mercial possibilities. of the Chinese 
countryside. 


In the five years since its ré-estab- i 
lishment in 1979, the ABC has lenta 
cumulative total of Rmb 180 billion, 


bank officials in Peking told the 


REVIEW, outstripping budgeted state 
allocations to the agricultural sector 


by about 5:1. Interest rates are low. 


Most agriculture-related production 
loans are charged at 7.2%. The rates | 
for loans to rural industrial and com- _ 


mercial enterprises for fixed asset in- 


vestment range from 5.04% (for one- - 
year loans) to 6.48% (three to five | 


years). Small hydroelectric plants and 


related equipment projects borrow ata. 
with payback | 


subsidised — 4.3276 , 
periods of one to three years. 
Loan applicants must convince bank 


officers that their project is technically . 
and economically feasible, which may | 


require a detailed marketing plan. 
Normally, the loan represents no more 
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terest rates. ranging from 7.2-8.6%. 
Most lending to individuals is for 


financing the development of special- 


ised households, but loans are also 
made for home construction and pur- 


chase of consumer durables, Relief 


loans to individuals in disaster : areas 
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T bank f st year of operation in 1978 
when many 


| branches were forced 
by local administrative authorities 
to issue questionable loans to favour- 


Pengjie ‘county i is located in then moun- 
tainous eastern section of Sichuan 


just north of the Changjiang (Yangtze) 


gorges. There are coal deposits and 12 
small mines in the county, but until re- 
cently there were no through roads 


from the mines out of the county. 


Between 1981 and 1983 the Sichuan 
branch of the Agricultural. Bank of 
China (ABC) issued a series of loans 


totalling Rmb 970,000 (US$352,548) to 








individual townshi s, mines and en- 


terprises in the county to build roads. 
Together with locally raised funds and 
government aid, the AB 1 
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and disaster 
lief. In place of 
— state grants to im- 
- poverished areas. 
which have 
| ed merely to sub- 


- sidise interest 
— Costs, of loans de- 
‘signed to expand 


к time-deposit 


aid to X isri cule | 
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concentrated оп 
under- 
areas 
re- 


developed 
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tend- 







Individuals (savings 
deposits 


Funds owned by ABC 
Surplus 





productive capa- 


City. 


Interest on deposits is also very low. 
Most enterprise and state (including 


т E government) accounts earn only 


1.8% and individual account deposits 
· earn 2.88%. But to encourage deposits, 
` the ABC has introduced an array of 
schemes with higher 
rates ranging from 4.32% for six- 


—— month deposits to 7.92% for five years 
— and 9*5 for eight years. 






Ithough ABC branches offer direct 
banking services, most rural bank- 


- ing business at the township and vil- 


lage level, is carried out by Rural Credit 
| Cooperatives (ЕСС). An RCC is an in- 
- dependent collectively owned .entity 
‘made up of households in a locality 


_ which purchase shares in the RCC, 
enjoy privileged access to RCC credit 


and preferential rates, and draw di- 
vidends from the RCC's profits. RCCs, 
most of which were formed during the 
- early 1950s, again have become active 
- economic agents with the replacement 
of the collective by the family as the 


` key economic unit in the Chinese coun- 


Beside: As of the end of 1983, there 
were 55,900 RCCs throughout rural 
| China, operating 31,900 branch offices 
and 281,500 business offices. 

RCCs are supervised by the ABC 


- which regularly audits their books. 


The RCCs must hold a minimum of 15- 
_ 30% of their total deposits in an in- 
` terest-bearing account at the ABC as 
Ee Statistics for rural: deposits 
d lending usually represent a con- 
dation of ABC and RCC figures. 
Most RCCs lend from their own de- 


| posits, but the ABC can lend its funds 


to RCCs at 4.32% (the same rate paid to 


P RCC deposits at the ABC) which the 


_ cooperative then relends. RCC depo- 


| "sits in the ABC — Rmb 35.5 billion — 


‘ 13 


_ are 22 times as large as ABC loans to 


~ RCCs and constitute the single largest 
source of ABC funds. RCCs can lend at 
floating interest rates which may vary 


ч by 20% up or down from the scheduled 


i 
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ABC rate for any loan category. 
Together, the ABC and the RCCs 
have an effective monopoly on rural 
banking services, though in some small 
towns where the distinction betwéen 
urban and rural enterprises has blur- 
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390 commerce 44 91 
Communes and 
210 production 
brigades 16 32 
Individuals (peasants) | 88 
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red there has been competition be- 
tween the ABC and the ICB. There is 
competition within the ABC/RCC sys- 
tem in the sense that enterprises (but 
not individuals) can take their busi- 
ness to any ABC branch or any RCC. If 
one unit turns down a loan application, 
it can be presented to another. 

Although figures for ABC operating 
expenses are not available, overheads 
are presumably very high to maintain 
the bank's huge network of branches. 
The bank employs 320,000 full-time 
staff while the RCCs and their branch 
offices have a permanent staff of 
320,000 and more than 300,000 part- 
time staff 

Even excluding RCC. staff, the 
number of ABC employees is very high 
relative to its volume of business. In 
part, this is necessary given the bank's 
mandate to provide banking services 


























j ty 3 y atal non © 
А "24 П 


> S опо B00 mi fon. 
But bank offi- 
cials concede that 
the quality of 
staff. many of 
whom were in- 
herited, has been 
very uneven and 
bank policies are 
not always prop- 
erly implemented 
at the local level. 
Many of the older 
staff were recruit- 
ed into the PBOC 
branches during 
or shortly after the 
Cultural Revolu- 
tion. This situa- 
tion is improving as new recruits come 
in. Only 25% of current employees were 
inherited from the PBOC, the rest have 
been recruited since 1979 and 15% of 
the staff are college graduates, bank 
officials say. At the local level, new re- 
cruits are assigned by the local labour 
bureau, but ABC offices now have the 
power to reject unsuitable candidates 
and fire incompetent personnel. 

The volume of business at the ABC is 
increasing very quickly. Its deposit 
base has expanded as peasant incomes 
have grown since the reforms were in- 
stituted and the current rapid develop- 
ment of rural industrial enterprises 
and specialised households is generat- 
ing increased demand for credit ser- 
vices. Individual savings deposits ac- 
counts in the ABC and RCCs totalled 
Rmb 38.7 billion at the end of 1983, 
nearly eight times the total volume of 

















Breaking out of the mould 
into a golden ricebowl 


he Tashan Gelatin Factory — a 

rural enterprise established only 
three years ago in Sichuan, not far 
from Chongqing — makes granulated 
gelatin for food and industrial uses. 
When construction of the factory 
began in September 1981, the collec- 
tive consisted of 70 people, each of 
whom invested Rmb 1,000 (US$363) in 
the enterprise. Their money was 
matched by investment from the 
brigade, on whose land the factory was 
built, and the production team from 
which most of the workers were re- 
cruited. 

In 1982, its first year of operation, 
the factory earned profits of Rmb 
154,800, exceeding its initial start-up 
cost of Rmb 145,000. The collective 
took out a loan of Rmb 190,000 from 
the Agricultural Bank of China (ABC) 
to buy new equipment and expanded 
its staff. Profits in 1983 reached Rmb 
250,400, allowing the factory to repay 
the entire ABC loan within a year. 


Today, the collective numbers ?87 
persons. Wages are competitive with 
urban industry (though benefits, such 
as factory-supplied housing, are not); 
and despite rapid expansion, it has 
paid a dividend to its shareholders 
every year since 1982. Tashan operates 
mainly outside the unified state distri- 
bution system, buying raw materials 
wherever it can find them and selling 
its products directly — mostly to large 
state-owned enterprises — all over 
China. It has never received any state 
aid or subsidy. 

The factory is physically unprepos- 
sessing and production is still relative- 
ly small-scale. But Tashan has recently 
begun an expansion which will double 
granulated-gelatin production capa- 
city and allow it to move into produc- 
tion of gelatin capsules and other 
pharmaceutical products. When the 
expansion project is completed in mid- 
1985, the factory will be able to pro- 
duce 1,000 tonnes of industrial and 
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the 1979 level. By July 1984, the total 
had risen to Rmb 43.44 billion — an in- 
crease of 12% in six months. 

The ABC is particularly active in the 
relatively developed coastal regions 
and in provinces where reforms are re- 
latively advanced. It is also in these 
areas where its new pattern of opera- 
tion — focusing on loans to rural in- 
dustry and to specialised peasant 
households — can be seen most clearly. 
The Sichuan provincial ABC branch 
supervises the operations of 18 major 
branches, 211 county-level. sub- 
branches and 1,300 business offices at 
the town and township level. It also 
supervises the work of 8,550 RCCs and 
17,015 RCC branches and offices 
throughout the province 


n the five-year period between 1979, 

when the ABC was re-established, 
and the end of 1983, the structure of 
the bank’s outstanding loans in the 
province has shifted dramatically. 
Loans to collectives, which represent- 
ed 60.9% of the bank’s provincial 
portfolio in 1979, fell to only 15.1% in 
1983 as total lending more than dou- 
bled. Lending to households, only 
14.3% of total lending in 1979 is now 
43.6%, and lending to rural enterprises 
has risen from 24.8% of total lending to 
41.2%. Of the 20 million rural house- 
holds in the province, 68% have bor- 
rowed money from the ABC or an RCC 
in the past five years. 

Lending policies have changed sig- 
nificantly over the past five years, ac- 
cording to provincial ABC officials in 
the provincial capital of Chengdu. 


ROBERT DELF5 





food-grade granulated gelatin a year 
and 100 million gelatin capsules, en- 
terprise leaders say. 

New granulated-gelatin production 
facilities now being built will cost Rmb 
720,000. Gamma-ray irradiation units 
to  sterilise pharmaceutical-grade 
gelatin products will be installed in 
early 1985 at a cost of Rmb 1.2 million. 
The collective also has won approval to 
establish a Rmb 550,000 research insti- 
tute to study food additives and pro- 
cessing agents at the factory. These 
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rural savings in 1976 and 340% above 


Loans to individuals to purchase vehi- 
cles and tractors, housing construc- 
tion, and consumer loans for items 
such as TV sets, bicycles, or even to fi- 
nance a wedding celebration were once 
prohibited but are now allowed. Lend- 
ing limits on branch and sub-branch 
offices for individual loans have been 
increased. In 1979 any loan for more 
than Rmb 300,000 had to be referred to 
Chengdu for approval. Now most 
branches can approve loans up to Rmb 
1 million and offices in major cities and 
some counties can approve up to Rmb 2 
million loans. 

To stimulate efforts by branch of- 
fices to expand deposits, overall lend- 
ing limits are linked to deposits. “We 
say to the branches, the more deposits 
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you can find, the more you can lend," 
Wang Deyi, vice-president of the ABC 
Sichuan branch told the REVIEW. 
Deposits in RCCs accounted for 65% 
of all rural deposits in the province as of 
the end of 1983, Wang said. The total 
deposit base has more than tripled 
since 1979 from Rmb 1.32 billion to 
Rmb 4.29 billion. But RCC lending re- 
mains small relative to direct ABC 
lending, accounting for only 28% of 
new rural loans granted in 1983. Bank 
officials say the ABC is encouraging 
RCCs to expand their lending, taking 
advantage of their knowledge of local 
conditions and their flexibility in ad- 
justing interest rates above and below 
the ABC benchmark rates. 
— ROBERT DELFS 
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projects are being financed by a Rmb 
— 2.48 million loan from the ABC which 
the collective plans to repay by 1987. 
— Tashan has recently become in- 
volved in profit-sharing joint ventures 
to set up new gelatin factories. It will 
provide technical and management as- 
sistance to a new plant being built by 
the Shaoyang Leather Factory (the 
biggest leather factory in Hunan pro- 
vince) in return for 35% of profits for 
five years. It will play a larger role in 


| - setting up a new gelatin factory at 


Lanxun township in  Guanghan 
county, and will receive 40% of the 
new factory's profits for 10 years. 
Tashan is also taking over a nearby 
bankrupt textiles factory, and will 
convert it to make food processing 
agents and pharmaceutical products, 
beginning early in 1985. 

That Tashan Gelatin came into exist- 
ence at all is largely due to the efforts 
of Guo Xiaoqi, who may well be the 
“socialist entrepreneur" referred to in 
some recent articles in the Chinese 
press. Guo was a technician at a large 
state-owned gelatin factory in Chong- 
ging until 1981. Today, he is Tashan's 
factory director. A member of the com- 
munist party, Guo is also the party sec- 
retary for the enterprise. 

It was Guo who originally ap- 
roached the leaders of the Tashan 
rigade to discuss building a gelatin 

factory on their land. Guo says he was 
stimulated by the reform spirit of the 
1978 third plenum. “I wanted to go 
down to the countryside and do some- 
thing, build something," he says. 

With success have come problems. 
Originally, the Tashan factory was al- 
most entirely dependent on the Chong- 
qing 2nd Light Industrial Bureau for 
its supply of raw materials. That sup- 
ply temporarily dried up in early 1984 
and the factory had to close for six 
weeks. Some people at Tashan Gelatin 
believe the supply problems were not 
ünrelated to the fact that the 2nd 
' bureau operates its own gelatin plant. 
"The state-operated factories fear us,” 
one said. Now, the factory sends 
buyers all over — even outside the pro- 
vince — in search of supplies of 
pigskins. Despite recent availability of 
large quantities of skins from Hubei, 
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the problem of maintaining steady 
supplies remains, Guo said. 

Tashan Gelatin recently has 
supplanted a state-owned factory as 
supplier of gelatin to the government 
mint in Sichuan, as well as a supplier 
to food-canning concerns in Shanghai 
and Canton which previously bought 
only from the state. 

Gelatin is one of the many manufac- 
tured products for which prices have 
been decontrolled in recent years. 
Tashan charges more than the state 
benchmark price for products where 
its quality is better, but it competes 
on price where its products are 
equivalent to those of other factories. 
But, according to Guo, Tashan's wil- 
lingness to do custom work and their 
ability to assure steady supply have 
been key factors in building customer 
loyalty. 

“Some customers didn't take us seri- 
ously at first," Guo said. "We're just a 
rural enterprise, not even a township 
rural enterprise, but a brigade- and 
production team-level enterprise. But 
when they see. .. that we will do cus- 
tom orders and fill them quickly, they 
come around. " 


The five-year 
blueprint for 


Chica urban reforms began 
in 1979, when eight state-owned 
factories were given greater decision- 
making powers over planning, produc- 
tion, marketing and personnel, and al- 
lowed to retain a portion of their pro- 
fits. The experiment was extended to 
4,200 more enterprises at the end of the 
year, rising to a total of 6,600 in 1980 
and to 30,000 in 1981. Replacing the 
delivery of profits to the state by a sys- 
tem of taxes was instituted at 450 
selected enterprises in 1983. Beginning 
in late 1984, the system is now being 
extended to all state-owned enter- 
prises. 

A compromise framework for plan- 
ning and price reform emerged in late 
1982. Party General Secretary Hu 
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The factory's diversification into 
pharmaceutical products and food 
additives has only been possible, Guo 
says, because of a group of 10 en- 
thusiastic, educated young people who 
joined during 1984. Most of them had 
laboratory experience as teachers or 
technicians in pharmacology or re- 
lated fields. They work as engineers, 
planners and teachers. Xu Lunbin, 
who is primarily responsible for the 
project to convert the bankrupt tex- 
tiles factory, gave up a teaching posi- 
tion at Xian Medical College.to join 
Tashan Gelatin. Xu had read about the 
enterprise in a newspaper. 

All 10 of the graduates joined the en- 
terprise voluntarily, Guo says; some di- 
rectly from college and others, like Xu, 
giving up other jobs. As a rural enter- 
prise, Tashan Gelatin is not eligible to 
get staff assigned by the Chongging 
Labour Bureau. In most cases, the 
graduates' old units objected to the 
transfers, Guo says, “but there was no- 
thing they could do about it — the 
young people quit, and came here." Xu 
added: “At Xian Medical College I had 
an iron rice bowl; this is a golden rice 
bowl." — ROBERT DELFS 


(non) plan— 
the future 


Yaobang, in his report to the 12th Na- 
tional Party Congress, called for a 
tripartite mixed economy which would 
retain mandatory planning and price 
controls for certain key commodities, 
voluntary  guidance-planning and 
floating prices for a wide range of in- 
dustrial products and consumer goods, 
and free market sales of non-staple 
foodstuffs and other items (REVIEW, 15 
Oct. '82). 

Thousands of different products and 
goods are now produced partly or en- 
tirely outside of the state plan and sold 
at floating or free prices. Provisions 
announced in November reduced the 
scope of mandatory planning and allo- 
cation of key agricultural products 
such as grain, cotton, edible oil, pigs 
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“When you arrive 
at The Regent, Hong Kona, 
you know 
you ve arrived.” 
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The Daimler draws up to the 
cobblestone piazza. Ahead lies a 
world of exceptional service and 
elegance 

You have arrived 
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Copier Like This? 


Probably not. But with Panasoni 
FP-2520, you can reproduce all kinds o! 
photographs with startling clarity and det 
The reason? The FP-2520's unique Mag 
fine high difinition с ру process. Just 
press the Photo Mode Key, and the FP-252 
renders even difficult halftones, well 
picture perfect. 

The FP-2520 is no slouch when it 
comes to documents, either. It offers an 
unprecedented combination of four-ste 
reducti п and three step е dlareei neni 
modes. There's even a free-size Multi-Fee 
By-Pass to automatically supply up to 100 
sheets of back-up paper, from size A6 to 
A3. Versatility is further enhanced bv s 
optional accessories as automatic docu 
ment feeder, 15-bin sorter and 1,000-sheet 
A4 cassette. 

And since its made, serviced and 
backed by Panasonic, dependability is 
much part of the picture. 

The FP-2520 desktop copier. Photo 
graphic reproduction with no negative: 

If vou have high-volume сор» 
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New! For travellers 
who take Asia seriously. 


The 13th edition of the All-Asia 
Guide is simply crammed with 
N | | | a INSI А, new up-to-the-minute 
information, including facts and 
figures that are indispensable to 
| ( 10 HAE: ` any serious traveller in Asia. 
There are chapters on no fewer 
ET | | than 26 countries. Plus opening 
ИГЕ ү, чы a il chapters on eating outin Asia, on 
the best way of using your 


baggage allowance, and on how 
best to carry your cash. 








25 new maps, making a total 
of more than 60. 


Hints on how to travel in Asia 
— from packing the right things, 
to the best places for souvenir 
hunting — wherever you re 


going. 
An even more streamlined 


quide to hotels in the region with 
more than 1,600 listed. 


Some 55 new colour pictures, 
and more than 110 new black- 
and-white pictures. 


All of which adds up to over 
700 pages of vital information for 
business and pleasure travellers 
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all-leather comfort, 
an irresistible 


business proposition. 
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When you enter a Korean 
home, it is custom for the host 
and hostess to do all within 
their means to ensure your 
physical comfort. When you 
enter Korean Air's Prestige 
Class you will experience that 
same custom. 

Our hostesses will show 
you to one of our luxurious 
all-leather seats. The wide 
chairs and footstools were 
designed by orthopaedic 
doctors for extra comfort. And 
they're never more than two 
abreast, so vou can stretch 
out your legs and enjoy some 
elbow room. 


and relax. Or get 
and concentrate i 
business. Pet 
even calculators а! 
upon request. TI 
three course g 
on fine china 

all the care of 

restaurant 


flying to the U.S.A 
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and cured tobacco and to major indus- 
trial products such as coal, petroleum, 
steel and non-ferrous metals, timber, 
cement, electricity, chemicals, large 
electrical and mechanical equipment 
and military products. 

The decision of the party central 
committee at the October 1984 plenary 
session was a mandate for more 
thorough price reform. But this does 
not mean that prices for these key com- 
modities will be abruptly decontrolled. 
Over the next three to five years, the 
prices of coal, oil and other raw mat- 
erials will be increased, but the adjust- 
ment and floating of prices for raw 
materials and intermediate goods will 
be phased in gradually to give enter- 
prises time to adjust. 


н апу, їп the retail sector, the 
prices of basic foods, rent and fuel 
are also due to increase, but adjust- 
ments will be linked to pay rises for 
urban workers, probably through in- 
dexation. It is likely that higher prices 
for some foods will be introduced by 
offering a wider quality range, with 
the lesser varieties remaining at pre- 
sent, subsidised price levels. In other 
cases, special subsidies may be ex- 
tended to certain social groups par- 
ticularly vulnerable to price increases. 
During the transition, the state is 
likely to crack down very hard on cases 
of illicit price increases. 

Although these measures may seem 
to contradict the notion of price reform 
(and the danger that excessive caution 
may ultimately defeat the reform is 
real), the threat 
of urban unrest, 
should price in- 
creases get out of 


control, is even 
sharper. An out- 
break of public dis- 


order would give 
those who still op- 
pose reform the last 
weapon they could 
use to defeat it. 
Price reform in it- 
self, however, will 
not be enough to 
create an environ- 
ment in which true 
economic competi- 
tion can occur. Un- 
less new market 
mechanisms can be 
created to replace 
the unified state- 
distribution system, 
the rest of the urban 
reform programme 
will likely come to 
nothing. Reform of 
the commercial sys- 
tem, according to a 
recent article in the 
communist party's 
chief political jour- 
nal, Hongqi (Red 
Flag, | wil be 
the "breakthrough 


EAR EACTEGON EPTINDMIC REVIRA a 13 DECENIRER 1994 


point" in economic structural reform. 

Experiments in comprehensive 
urban reform began in 1983 in Chong- 
qing, the largest city in Sichuan pro- 
vince and the furthest navigable port 
on the Changjiang (Yangtze) River; 
Changzhou, a medium-size city in 
Jiangsu province, and Shashi, a small 
city in Hubei province. While certain 
key aspects of reform such as restruc- 
turing of prices cannot be carried out 
in isolation, the trial-point cities are 
testing other policies. These include: 

» Expanding the economic and fiscal 
powers of the city against those of pro- 
vincial and central authorities. 

» Loosening administrative controls 
over enterprises by government organs 
and accelerating the conversion of 
state enterprises into independent tax- 
paying entities. 

» Establishing new channels of com- 
modity exchange outside of the unified 
state distribution system. 

Chongging, approved as a test point 
for comprehensive reform in February 
1983, now has provincial-level econo- 
mic management powers. It has an- 
nexed eight rural counties previously 
under direct provincial control, in the 
process doubling its population to 
13.98 million, making it technically the 
largest city in China. All state-owned 
industrial, commercial and transport 
enterprises within the city which were 
formerly controlled by the province 
have reverted to the city. City enter- 
prises are being shifted to a tax-paying 
basis, and government departments 
are being relieved of direct role in ope- 


P 


Chongqing trade centre (top); private restaurant; clothing stalls: new life for the cities. 





rations of the enterprises they super- 
vise. 

Perhaps the most important innova- 
tion in Chongqing, however, is the new 
wholesale trading centres, opened as 
an alternative to the unified state dis- 
tribution system. The Chongqing In- 
dustrial Products Trade Centre, 
China’s first, opened in January 1984. 
It consists of an eight-floor exhibition 
hall with additional exhibition space, 
offices and meeting rooms in an ad- 
joining building. It handles goods, in- 


| cluding tools and machinery, chemi- 








cals and raw materials, electrical 
appliances and consumer durables, 
clothing and textiles, general mer- 
chandise and stationery goods 

Any enterprise may display products 
for sale there, whether it is state, col- 
lective or individually operated, loc- 
ally based or from outside the city or 
province, manufacturing or commer- 
cial. Similarly, any enterprise may buy 
at the centre, directly from the seller or 
from the centre acting as the seller's 
agent 

A few products, such as famous 
brand bicycles and motorcycles, are 
sold at state-set prices, but these only 
represent 1% of the 30,000 different 
products available, vice-manager 
Yuan Daohong told the Review. The 
rest are all floating or free-price com- 
modities, sold at the seller's price, with 


| volume discounts available on most 





items. There is no restriction on 
negotiating prices, and payments may 
be made by cash or cheque. Exhibitors 
who send their own sales staff to the 
centre are charg- 
ied Rmb 30 a m? 
per month. The 
centre wil also 
act as a seller's 
agent for 1-3% 
commission on 
sales 
From 


$3130 1H380H 501 


January 
1984 when it 
was established, 
through October, à 
total of Rmb 229 
million (US$82 mil- 
lion) of business 
has been transacted 
through the centre. 
Since it opened, 
four more trade 
centres have opened 
in Chongaimg, with 


similar ones in 
Shanghai, Tianjin 
and Canton. Within 
a few vears, Yuan 
says, every com- 
mercial trade will 
have its oWn free 
wholesale-tradin 
centre іп every 


major city. If so, the 
death-knell of the 
state distribution 
system may have al- 
ready been rung. 

— ROBERT DELFS 
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China’s work-to-rule straitjacket 


н aving realised that bringing the 
enthusiasm, initiative and intelli- 
gence of 80 million urban workers into 
full play is among the crucial ingre- 
dients to achieve Peking's ambition to 
quadruple China's gross national pro- 
duct by the end of this century, the 
Chinese urban-reform programme — 
ratified by the third central committee 
plenum of the 12th party congress — 
concludes it is necessary to establish a 
close connection between the worker's 
job and the material benefits he reaps 
in order to stimulate enthusiasm, ini- 
tiative and intelligence. 

Although making money has been 
encouraged in China's rural areas for 
several years, this is the first time an 
official party document has declared 
so unequivocally that labour is but a 
means to gaining material benefits. 
The significance of this is undoubt- 
edly far-reaching, as labour has been 
deified and material benefits have been 
cursed in China for more than 20 years. 

There is no doubt such steps are 
necessary and conducive to improving 
economic efficiency: this has been 
proven by the rural reforms carried out 





TRADE 


Agreeing to disagree 


during the past five years. The impact 
of these reforms, however, may not be 
as dramatic on industry as on farming 
— urban economic efficiency also is 
afflicted by the émployment system, 
the personnel system and household 
registration, which removes people's 
freedom to choose their jobs according 
to their own wills; instead they are 
chosen by work units according to 
their qualifications. 

Under the current employment sys- 
tem, a worker's first job is obtained 
neither from his own nor an enter- 
prise's selection; heis directed through 
the assignment office of his school or — 
less frequently — by his community as- 
signment office. 

Furthermore, a worker's first job, in 
most cases, will become his life-long 
career. According to the current per- 
sonnel system, an employee has no 
right to apply for another job without 
his boss' permission. Generally speak- 
ing, such permission will be denied un- 
less the worker has a proper reason. 
Disliking one's boss or being disliked 
by one's boss is not a bona fide reason; 
neither is sickness nor the offer of bet- 





Gatt talks on commercial services and counterfeit goods 
result in a pact which leaves no one fully satisfied 


By Therese Obrecht in Geneva 


he agreement on counterfeit goods 

and on trade in services reached at 
the 26-30 November annual meeting 
of the General Agreement on Tariffs 
and Trade is essentially a com- 
promise which has left neither side en- 
tirely pleased. Underlying North- 
South tensions, while somewhat less- 
ened, remain — and the 
issue of new trade talks is 
still unresolved. 

At an informal meeting 
with the press on the 
evening of the opening 
day, Ambassador Michael 
Smith, representative of 
the United States, hinted 
that the US Congress 
might suspend the US 
contribution to the Gatt 
budget (US$3.5 million 
annually) if the controver- 
sial issues of trade liberal- 
isation in services and 
counterfeit goods were 
not put on the agenda and 


investigated by working groups. 

Opposing the claims of the US — 
supported by Japan and European 
Economie Community members — was 
a group of developing nations. India 
and Brazil in particular have been 
fighting to keep trade in services off 
the agenda in order to protect their 





Smith; Dunkel: controversial issues. 


ter job prospects from another work 
unit. An educational background in- 
compatible with the job, however, is 
considered a proper reason, though in 
many cases it is difficult to prove this. 
More often, the worker is encouraged 
to make some self-adjustment rather 
than switch jobs. 

People may suggest that an employee 
first quit and then apply for another 
job. In theory, one may do so; while in 
fact, few will. This is because resigna- 
tion is not easy either. Any sort of 
resignation without approval is consi- 
dered illicit. Leaving without a mes- 
sage is, of course, an illicit resignation; 
submitting a resignation and then 
leaving is an illicit one likewise, and so 
is presenting an application for resig- 
nation and then leaving without re- 
ceiving a certificate. 


eedless to say, to establish these 

formalities for resignation does not 
encourage resignation, and few are 
lucky enough to be able to resign legally. 
Although an illicit resignation will not 
lead to an indictment, it is bad enough 
to scare away personnel representa- 


own infant service industries. The de- 
veloping countries also argued that the 
issue of counterfeit goods should be 
addressed by another institution, such 
as the World Property Organisation (a 
United Nations agency). 

The question remains as to whether a 
new round of multilateral negotiations 
should take place before the im- 
plementation of the ministerial dec- 
laration of November 1982, which call- 
ed on members to resist protectionism, 
and to implement the working pro- 
gramme of May 1984 which calls for 
comprehensive agreements on matters 
such as agricultural products and 
North-South trade. Developing na- 
tions are eager for industrialised na- 
tions to pledge their commitment to 
Gatt rules, with theaim of 
‘a progressive lifting of the 
multiple barriers to the 
entry of industrial and 
agricultural goods from 
the South into the mar- 
kets of'industrialised na- 
tions. 

A last minute agree- 
ment was reached, giving 
approval in principle to a 
series of draft texts de- 
signed to lead to liberali- 
sation of trade in services 
(such as banking and in- 
surance). The document 
on services provides for a 
formal meeting (but 
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whether his resignation is legal or il- 


. legal, for resignation is generally ге- 


. garded as deviate. 


Permission to look for work in 


. another city will be given if this assists 


_ the worker to be reunited with his 
"family. Unfortunately, however,-the 
:-household-registration system often 


blocks such efforts. 


Па theory, household registration is и P 
| guided by the Regulations of House- 
«hold. Registration issued in.January 
.1958. But after studying this document |. 
; approved by the People's Congress, it | 
. is.difficult to imagine that housek old | 
„registration can bar a resident of a city | 
{о be employed by a work unit in 
another city (though a thoughtful stu-- 








dent may realise that the regulations 
do block the rural population from en- 
tering urban enterprises). The regula- 


tions do not contain any articles | 
obstructing an urbanite in moving 


. from one city to another, though they 
do provide that he must. register as a 


more than one city simultaneously. 


. «In addition to the 1958 regulations, 
ous today’ s household registration is con- 





drops the American working-group 


proposal) among Gatt members to ex- de 
change information on and to further | 
examine the question of service indus- 


tries. In addition, the document calls 


for a report to be submitted to 1985's. 


annual conference in November, 
where it will be decided whether mul- 


 ülateral negotiations on global trade - 


1 By Hamish McDonald in Sydney y m. 


in services should take place. . 


Agreement was reached on the issue | 


of counterfeit trade, after the. Wes 
overcame Third World nations' resis 





ance. In return for their compromise on 
the services and counterfeit. goods is- — 


sues, developing nations claimed Gatt 
should examine. the effects of ex- 
change-rate fluctuations on world 
trade, as well as the transfer of high 
technology. da 


The consensus оп services was hailed 


as a victory for the: US; which has i 
sisted that the matter. be includ 
the scope of Gatt. While it sa 
Washington, it also placated. 
: veloping countries, eager to clin 
ministerial decisions of 1982 
ever, а more pessimistic view. Г 
call it an example of American domi- 
. nance over the majority of contracting 
parties. Arthur Dunkel, Gatt's direc- 
tor-general, said in his final address 
. that the difficult negotiations give evi- 
dence of. iia EE interest 
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Nees Pa most be To. make 
things worse, no prestigious work unit 
will recruit a resigner — nó matter 


freedom to make inter-city moves. E 
| 
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form programme totally neglects these 
| problems. The programme does state 

permanent resident of a city; and must | 
. Hot register as a permanent resident of | 






-few selected work units have been au- 
: thorised to do so — which suggests that 


An Aural mining firm’ S attempt tog gain control of ig 






mining house, Conzine Riotinto of 


-lodgers in its iron-ore wing an increas- 


 gion's iron-ore giant Hamersley Hold- 
- | ings on 16 November, with an A$8.70 
' | (US$7.47) offer to owners of the 15 mil- 











e- | equity —it. 
ie | crucial for : 
|| the eight J panese steelmake 


6.19% equity, while the remaining 0.06 







t of all 






Japan's. steel milis. 













the curr "ent 
become a ta 


ducted in compliance: with: some un- 
publicised decrees, in force since 1959. 
As the 1958 rules deprive the rural ро- 
pulation’s right to moveinto the towns, 


these decrees reduce urban residents’ 









system є 


These decrees provide that only a 
permanent enl dapi f асу has 








€ More. olei: the wor. rker 
_is encouraged to ma es me 
- self-adjustment rather thar 


switch jobs.) P5 





frm oie cities. But the quota is very 
limited and the positions are often 
taken by those with clout rather than 
with the best qualifications. 

It is unfair to say that the urban-re- 
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that an enterprise should be au- 
thorised to seek and select its own em- | 
ployees through advertisement — a 
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iron-ore division is resisted mye certain share 






) awkward corporate evici 
is looming: as a major Au 


once c before, in | 1981. us шай 
dated takeover regulation: wl 
quired acceptances for 90% 
standing shares and 73% of & 
ers. The Japanese, who bought 
ing the early 1970s at aboni b 
share, scuttled this by unifarmlyr 
ing to aecept the offer. pit 
The d B E ste 


Australia (CRA), finds the Japanese 


ing inhibition on its other foreign 
partnerships. 

CRA began its latest attempt to gain 
complete ownership of the Pilbara re- 













lion shares — totalling 6.25% of the | chi 
es riot hold already. Most. . P e 

ссеёѕ was acceptance by 
st апа 
trading companies which held a total | 










of a percentage point was split among 
nearly 600 shareholders. 

As the 23 November deadline pass- 
ed, it became clear in reports from 
Tokyo that the Japanese shareholders 
were unhappy at losing their window | О 
on one of the biggest iron Suppliers to | f. e 

In particular, the IE = 
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tal Reinsurance Corporation. 















UE to opiy to 
the courts for a 
“compulsory ac- 
_ quisition order 
E ` outstanding 

ty. Already, 
A has sent out 


to such a 
in the 





` courts. 
— Tf, as some re- 
| ports from Tokyo 
- suggest, Nippon 
el is prepared 
fight in court, it will have to estab- 
E that the CRA offer does not meet 
pn takeover standards — or per- 
iade the National Companies and 
4 ties Commission to object. At 
d this stage, chances of successful court- 
E: ‘room resistance appear slim. Even so, 
` the prospect of a public falling-out 
` with one of its biggest clients — and a 
. | Japanese one at that — is not happy for 
‘CRA, and the company maintains it 
| will not come to that. “There is no 
. question that CRA will become in- 
peed i in any legal battle with any Ja- 
х ese shareholder іп Hamersley 
Holdin gs,” a CRA spokesman said. 

CRA said there had been a “very 
high level of acceptances” and late ac- 
ceptances were still being received. 
These apparently included certain 
members of the Japanese group, with 

_ trading houses and Sumitomo Metal 
Industries indicating acceptance. The 
i main worry for CRA would be retalia- 
tion by Nippon Steel in the form of 
lower uptake of Hamersley ore in fu- 
ture, and current negotiations over the 
- extension of an expiring long-term 
“contract would give the Japanese steel 
mill some leverage. But the miner sees 
‘substantial advantages in gaining total 
control. 
i Hamersley shipped some 32.5 mil- 
lion tonnes of ore іп 1983, scoring net 
sales of A$663 million and pre-tax 
earnings of A$217 million, with the 
after-tax profit at A$89 million. CRA 
‘Says that with Hamersley 100% 
owned, it could treat this big cash flow 
‘as part of total group revenue, with all 
P ‘the flexibility and openings for short- 
[term investments this would entail. 

In addition, a tax provision an- 
‘nounced їй the August budget allows 
losses to be transferred among Austra- 
lian resident companies with 100% 

_ соттоп ownership throughout their 
_ reporting year. CRA sees this as per- 
mitting losses in other subsidiaries 
- (such as the weaker coal mines) to be 
offset against Hamersley profits. Some 
—-analysts see tax savings as high as 
A$30 million next year should CRA 
complete its takeover before its 1985 
financial year starts on 1 January. 

CRA also cites various less-compel- 

ling reasons. One that it does not ad- 
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vance is the freedom from outside 
scrutiny the takeover would bring. 
With Hamersley a key group player in 
a new steel partnership in West Ger- 
many (REVIEW, 8 Nov.) and possibly in 
a new iron-ore joint venture with 
China (REVIEW, 20 Sept.), more flexi- 
bility in ore pricing could give the 
group more to offer foreign partners. 
CRA's 30% equity in the new West 
German venture (with steel firms 
Friedrich Krupp and Kloeckner- 
Werke) in fact will be paid with 
Hamersley ore, though CRA insists 
pricing will be set “at arm's length.” То 
be able to check that others are not get- 
ting a better deal must be one reason 
why the Japanese want to stay. п 


FINANCE 





СЕЕ 
Sime Darby 


Two takeover bids in a week 
boosts Malaysia’s multinational 
standing as a diversified group 


By Lincoln Kaye in Kuala Lumpur 


S Darby's corporate appetite 
seemed in top form as it bid to gob- 
ble up two quoted companies in a week 
— Dunlop Malaysian Industries Bhd 
(DMIB), a leading tyre- and sporting- 

goods maker, and the property giant 
United Estates Project (UEP). If they 
go through, the purchases and atten- 
dant equity expansions will leave the 
plantation-based Sime fatter by a 
third — with slightly more than M$1 
billion (US$414.94 million) in capitali- 
sation. 

Sime will follow up its two block 
purchases (a 51% stake in DMIB for 
M$104 million and a 32% interest in 
UEP for about M$230 million stock 
equivalent) with general offers for the 
remaining shares in the two com- 
panies. UEP shareholders, according 
to a 25 November announcement, will 
be offered a two-for-three swap of 
their scrip for Sime shares. Terms of 





Private predilections 


The US Government wants to see more equity-investment activity 
promoted by multilateral agencies such as the World Bank 


By Robert Manning in Washington 
little-noticed study recently re- 
leased by the United States Trea- 

sury Department — with White House 

approval — details the US view that 
multilateral development banks 
should place greater emphasis on 
facilitating private direct investment 


and capital flows through such 
mechanisms as the World Bank's pro- 
posed Multilateral Investment 


Guarantee Agency (MIGA). 

While strongly encouraging the crea- 
tion of a MIGA (REVIEW, 27 Sept.), the 
study, which has been submitted to the 
US Senate Foreign Relations Commit- 
tee, underlines and explains US oppo- 
sition to the World Bank's proposed 
"Bank's bank." The recommendations 
in the report reflect US President 
Ronald  Reagan's  administration's 
views on promoting private direct in- 
vestment in less-developed countries 
(LDCs) as a substitute for commercial 
bank lending — while curbing US con- 
tributions to multilateral development 
banks (MDBs), particularly to those 
associated with concessional loans. 


The report, released on 19 
November, emphasises the role of 
MDBs in fostering a more conducive 
investment climate in LDCs through 
policy reforms, and through activities 
promoting equity investment. In addi- 
tion to facilitating domestic fiscal and 
other policy reforms, the report recom- 
mends that MDBs better coordinate 
bilateral and multilateral aid through 
the consultativesgroup process led by 
the World Bank; increase technical- 
training assistance; “buttress” co- 
financing progr es, and greatly in- 
crease support for equity investment 
and strengthen the International 
Centre for Settlement of Investment 
Disputes. 

The report found that as of 1982, pri- 
vate commercial lending and direct 
private investment accounted for more 
than a third of total net capital transfers 
to developing countries. According to 
the report, non-bank export credits ac- 
counted for 9.7% of total annual flows, 
while official development assistance 
totalled 28.8% of all transfers. 
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the DMIB general offer have yet to be 
revealed, but the acquisition of the 
controlling stake from British-based 
Dunlop Holdings valued the shares at 
68 M cents each. 

A general offer in that price range 
could greatly chagrin at least one 
minority shareholder: Abdul Ghafar 
Baba, whose Pegi Malaysia group still 
retains a 26% stake in Dunlop as a 
souvenir of its earlier attempt to take 
over DMIB. Pegi's bid, which found- 
ered for lack of funds last year, valued 
the same 51% stake at more than twice 
the price Sime is offering. 

But that was before recession and 
cheap imports slashed DMIB's pre-tax 
earnings by 9% (to M$33 million) in 
1983, followed by a further 51% 
plunge (to M$8.5 million) at the latest 
interim. It was also before Sir Michael 
Edwardes, who took over as chairman 
in November of the troubled British 
parent company, inherited more than 
£400 million (US$481.93) of debts. 

So avid was Dunlop for the £50 mil- 
lion worth of debt relief expected from 
the DMIB sale that Sime Darby was re- 
portedly able to wrap up the deal in 
just six days of negotiation at the end 
of November. As far back as 1979 apne 
had bought into IT International, 
tyre-making joint venture with у 
lop (among others). Its Philippine tyre 
plant, whose control was acquired 


The report found that actual re- 
source transfers from MDBs to the 
LDCs has averaged 7% of total LDC 
net receipts in recent years. The report 
says that financial transfers from 
MDBs, though a small portion of total 
transfers, play a key role because they 
pay for energy and infrastructure pro- 
jects. “Because of imperfections in 
capital markets and the long gestation 
and payback periods associated with 
many of these projects . . . absence of 


official intervention would lead to 
underinvestment in crucial sectors," 
the report says. 





from B. F. Goodrich Co. of the United 
States in 1981, ranks second in market 
share in that country. In November, it 
invested M$10 million into a Malay- 
sian footwear subsidiary. 

With DMIB as à centrepiece, these 
investments can comprise a manufac- 
turing group that integrates well with 
the rubber estates of Sime's 63%- 


owned Consolidated Plantations sub- | 


sidiary, on the one hand, and its trad- 
ing network in Asean and Hongkong, 
on the other, according to group chief 
executive Tunku Ahmad Yahya. 
DMIB's newly Malaysianised owner- 


ship, and its continued technical sup- | 
port by Dunlop (under a three-year | 


agreement negotiated as part of the 
takeover package) place it in a strong 
position to bid for the tyre contract for 
the Proton Saga, the planned Malay- 
sian national car, the chairman says. 


he refurbished DMIB «could also 
play a key role in another recently 
announced government project: the es- 
tablishment of Malaysia as a regional 
exporter of tyres. 

Sime could also wind up holding 
Malaysia's largest property company if 
the UEP takeover goes through. As 
Malaysia's burgeoning cities encroach 
upon what used to be plantations, the 
combination of UEP expertise and 
Sime's immense landbank of prime- 


One of the few recommendations 
which has grown out of the major in- 
ternal review of the World Bank's fu- 
ture role which has strong US support 
is the idea of a MIGA. Initially pro- 
posed by the bank in 1982, the current 
MIGA proposal is outlined in one of 
about a dozen internal World Bank 
papers issued in April. The US study 
notes that political-risk insurance is 
already provided by national agencies 
such as the US Overseas Private In- 
vestment Corp., and by private under- 
writers in New York and London. The 
US study urges that, “as operating 
guidelines, any 
MIGA should not 


compete with na- 
tional agencies and 
private insurers and 
should actively en- 
courage host coun- 
tries to reduce or 


eliminate policy bar- 
riers and distortions 
to investment.” 
While the US says 
that a MIGA should 
be financially self- 
sufficient through 
premium income 
from investors, it en- 
visions an initial 
sponsorship system 
to get the agency off 
the ground. Under 
such a system, MIGA 
members would 


site property could prove potent when 
the property market recovers. 

The Sime-UEP joint development in 
the Kuala Lumpur suburb of Subang 
Jaya offers a foretaste of the synergy 
the two can achieve, Ahmad told 
shareholders at the group's last gen- 
eral meeting in October. Evidently 
both managements were pleased 
enough with the result to embark ona 
second 1,800-acre project immediately 
south of Subang Jaya, which will even- 
tually house 75,000 people. 

The Sime-UEP connection seems to 
enjoy the implicit blessing of Finance 
Minister Daim Zainuddin. He was in- 

volved in the two holding companies, 
the 32% UEP stake of which Sime 
picked up in the initial share swap that 
triggered the present general offer. By 
exchanging UEP shares for Sime's, 
Daim effectively traded off a greater 
voting share in one company for a 
proportionally lesser stake in a larger 
company, in line with his adoption ofa 
lower business profile after his switeh 
into public life. 

In the process, some observers 
suggest, he reaped a tidy profit since, 
at then-prevailing trading prices, the 
swap seemed to place a premium of 
about 11% on Sime shares. As of 3 De- 


cember, UEP and Sime's trading prices 


of M$2.84 and M$2.03, respectively, 
had narrowed that to 7%. 
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"sponsor" insurance through loss- 
sharing obligations towards the 
agency. Thus, once a MIGA member 
recommends insuring a given invest- 
ment, the member would be obli- 
gated to pay a share in any insurance 
losses. 

In discussing co-financing, the study 
points out that despite the emphasis 
placed on such arrangements in recent 
years, co-financing through the end of 
June 1983 (when the World Bank's fi- 
nancial year ended) remained at the 
1976 level as a percentage of total 
World Bank project costs (0.56%). US 
Treasury officials, in both the study 
and in interviews with the REVIEW, ap- 
pear bullish on both the World Bank's 
pilot *B-loan" programme (where it 
participates in commercial loan syndi- 





BANKING 


cations), as well as Asian Development 
Bank (ADB) vp iones | and equity 
investment programmes. Co-financing 
has been strongly promoted by World 
Bank president Tom Clausen. 

The study points to the growth of co- 
financing at the ADB, which grew 
from seven projects totalling US$38 
million from 1967-80, to 14 projects to- 
talling US$441 million in 1982 and 1983 
as reflecting “institutional changes at 
the ADB.” The study also points to the 
ADB pilot Equity Investment Opera- 
tion, which began in 1983, as some- 
thing which should be made perma- 
nent and expanded. 

The most controversial aspect of the 
report is its rejection of one of the 
World Bank's pet projects, the Bank's 
bank, a subsidiary which would ex- 


Fuiis mount of losses 


Speculation costs one of Japan's biggest financial 
institutions a lot of money — and a senior dealer his job 


By Richard Hanson in Tokyo 


uji Bank recently shocked Japan's 

banking community by disclosing 
that Hajimu Nakazawa, the bank's 
former chief foreign-exchange dealer 
in New York City, was mainly respon- 
sible for having caused the biggest ex- 
change loss — *11.5 billion (US$46.5 
million) — suffered by a Japanese bank 
in recent history, Nakazawa bet that 
the yen was going up; in the event, the 
US dollar soared. 

The incident — played out between 
April апа August this year — occurred 
just tw o years after an exchange dealer 
in Dai-Ichi Kangyo Bank's (DKB) 
Singapore branch was implicated in 
the loss: of ¥9.7 billion (the previous re- 
cord) iri a bizarre cover-up of specula- 
tion gone awry. Both banks have been 
able to shrug off — albeit painfully — 
the losses. 

But bzinkers, and some officials, are 

now asking themselves whether the Ja- 
panese b.anks’ approach to conducting 
foreign-e xchange business needs an 
overhaul. Banks have kept foreign-ex- 
change trading largely in the hands of 
generalists; plying comfortable up- 
wardly mobile career paths. That sys- 
tem seems less and less workable as 
banks become more and more depen- 
dent on profits (and vulnerable to 
losses) on international trading. 
- Philosophically, Japanese bank 
management relies on what one banker 
calls "mutual trust" with its dealers 
rather than air-tight restrictions on 
how they trade. Rather than employ 
outside specialists in  foreign-ex- 
change dealing, banks prefer to keep 
foreign-exchange operations very much 
an internal affair. 

The Bank of Tokyo, Japan's foreign- 


exchange specialist, is an extreme 
example: it has no non-staff, non-Ja- 
panese chief dealers in its worldwide 
branch system. But the bank prides it- 
self on imposing strict trading limits 
on individual traders — and trades less 
for its own account than other Japan- 
ese banks. If anything, some other 
banks have tended to give overseas 
dealers far too much leeway and re- 
sponsibility. Reporting to the head of- 
fice is not always effective. That partly 
explains the undoing of Fuji Bank's 
Nakazawa. 

Starting in March, speculation was 
rife that the yen was about to soar 
against the US dollar, having risen into 
the ¥220:US$1 range. According to 
Fuji Bank, a confident Nakazawa 
broke all the internal rules and began 
to sell the US unit and buy yen 
speculatively. 

By the end of April, the yen was trad- 
ing at ¥226.50:US$1. It had slipped to 
¥236.70:US$1 by the end of June and 
fell further in thr summer months. 
Nakazawa did not .onfess his error to 
superiors. Instead, he continued to sell 
dollars in hope of making up for the 
early losses. Internal checks failed to 
detect the discrepancy until August. 
When Fuji closed its half-year account 
in September, the yen had dropped to 
¥245:US$1 and Nakazawa's loss bal- 
looned to ¥11.5 billion. Nakazawa, a 
32-year-old with several years' dealing 
experience, was fired. 

Fuji Bank in New York had installed 
a sophisticated computer system in 
February — two months before 
Nakazawa's first loss appeared — 
which automatically checks transac- 
tions against the bank's overall posi- 


pand lending to LDCs to compensate 
for falling commercial-bank lending. 
With a proposed 10:1 gearing, the 
Bank's bank could, as proposed in in- 
ternal bank scenarios, generate loans 
of US$3 billion in financial 1985-87, 
and another US$2 billion thereafter. 
The bank also argues that a Bank's 
bank would give it more leverage in 
pursuing policy reforms, a key Reagan 
administration goal. 


everal bank officials told the 

REVIEW that the main US objec- 
tions to the new institution boil down 
to having less control over the bank's 
activities, as the Bank's bank would 
operate more like a commercial opera- 
tion, and would not be subject to loan- 
by-loan reviews. But, according to a 





tion. However, each day the computer 
must close the books and produce a 
balance statement. When the system 
was installed, the general manager ag- 
reed that the dealers themselves would 
calculate their position on transac- 
tions after the computer closed down. 
That is how Nakazawa hid the loss in 
false reports (it is also why the New 
York general manager will shortly 
leave the bank). 


he Fuji incident in many respects is 

a repeat of DKB's 1982 Singapore 
foreign-exchange loss. In that case, the 
chief dealer was able to cover up (but 
not contain) a loss over a four-year 
period mostly because he alone was re- 
sponsible for both dealing and check- 
ing the back-room work. The DKB 
man was also betting that the yen was 
going to appreciate. 

The result of these two affairs has 
been sobering for bank management. 
Foreign-exchange dealers suspect that 
at least one other major commercial 
bank has been hit by a major exchange 
loss from one of its overseas branches. 
International business has grown 
highly competitive. Of the 13 so-called 
city banks, four (Fuji, Sumitomo, 
Sanwa and Mitsui) reported a drop in 
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-~ World Bank official, US opposition is - 


rather ironic. “The Bank's bank would 
require less US commitment than a 
general capital increase, which would 
be hard fought with the congress, and 
would also promote private-sector ac- 
tivity as well as compensate to some 
degree the decline in commercial flows 
to the LDCs," the official said. 

But the study, and US Treasury offi- 
cials interviewed by the REVIEW, flatly 
reject the idea. The study argues that 
such a new institution could not do 
anything "which the IBRD [the Inter- 
national Bank for Reconstruction and 
Development] is not currently doing 
and cannot do more intensively." The 
study says: "If at some point the need 
for additional funds outstrips the 
bank's present sustainable lending 





revenues for international operations 
in the half-year which ended in Sep- 
tember. Under such circumstances, the 
pressure on dealers to produce profits 
inevitably increases. 

"We can't morally blame Naka- 
zawa," one senior official at the Bank 
of Japan (the central bank) com- 
mented. Indeed, Fuji Bank, though 
singling out Nakazawa, has spread the 
blame throughout top management. 
All 14 representative directors have 
had their salaries cut 10-20% for six 
months. Other New York employees 
were reprimanded. er 

The Ministry of Finance (MoF) again 
has warned banks to tighten their ac- 
counting systems, and is conducting a 
routine audit of Fuji's New York oper- 
ation, which is legally outside its juris- 
diction. The MoF says that from all ap- 
pearances, Nakazawa's speculation 
was the only cause for the loss; outsid- 
ers think, however, that the sheer size 
of loss in both the Fuji and DKB cases 
indicates some padding from other un- 
related losses. 

Banks and bank dealers will now be 
far more cautious in predicting 
foreign-exchange movements. Para- 
doxically, the foreign-exchange mar- 
ket faces the same dilemma over 
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level," a general capital increase could 
meet the goal of additional funds — 
something which the Reagan adminis- 
tration has gone on record as opposing 
prior to 1987. A bank official, however, 
said that the bank will not need a com- 
mitment from donors for a general 
capital increase before 1987. 

A senior World Bank official told the 
REVIEW during the bank's recent an- 
nual meeting that at its present rate of 
lending, there would be a negative net 
flow of resources to some of the LDCs 
by the end of 1985. The official now 
says that a just-completed review of 
the bank's lending has concluded that 
demand for its financing is not rising 
as fast as expected. Now, there will 
only be a negative net flow to some 
countries — not all. п 





the уеп in 1985 as did Nakazawa in 
March. Will the yen appreciate? Vete- 
ran dealers remember well the highly 
profitable (from trading) upward 
swings of the yen in the 1970s. The rule 
of thumb is that an appreciating yen 
moves far more dramatically than a 
depreciating yen. Over the past five 
years, the yen has actually depreciated 
by about 3% against the US dollar and 
now trades in the mid-240s. 

Foreign banks offer salaries twice as 
much or more than Japanese banks for 
competent Japanese dealers. At least 
one foreign bank already appears in- 
terested in hiring Nakazawa. The final 
irony of this sad affair may be that the 
same system which encourages non- 
specialists to blunder through Japan- 
ese foreign-exchange trading rooms 
has turned one of its own into a profes- 
sional. Whether Japanese banks turn 
their own foreign-exchange opera- 
tions into more highly specialised ones 
is still an open question. 


ECONOMIC RELATIONS 


Balancing—at 
a snail's pace 


An official Hongkong delegation 
to Tokyo will try to redress a 
long-standing trade imbalance 


By Bruce Hoscoe in Tokyo 


к ongkong’s mid-December econo- 
mic mission to Japan will be sha- 
ken by few, if any, jitters among Ja- 
panese business circles over the terri- 
tory's free-enterprise future. Japanese 
investment in Hongkong is rising, and 
nearly all categories of bilateral trade 
have shown double-digit growth in 
1984, compared with growth rates of 
less than 10% in the past three years. 
This is not to say that Hongkong be- 
lieves it is getting a fair deal from 
Japan. Japan’s trade surplus with the 
territory has risen (on Japanese Minis- 
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1ey argue that many of Hongkong's 
orts from Japan, such as textile 
апа electronic components, are 
nto.re-export industries. Simi- 
-big-volume imports, especially 
sand clocks and stereo equip- 
ongkong a continuous | 
ourist’ dollars. There is no 
ith this on Hongkong's part. 
is.a feeling that Japan is con- 
{о thwart growth in some areas 
de through high tariff rates 
d only to Hongkong. Specifically 
eis imitation jewellery such as 
| ads and imitation pearls, and a 
i d“ travel НИ 
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growth has sowed in | the 
| quarter, from an average of 
% in M2 between April and June to 
3% average, drawing much criti- 
LS local firms. As P of the 








y | siderably down from the increase rates 


dy preted ted for the sale of 


Japan’ s near-outcaste "buraku" peo- 


ple whoekeoutaliving from tradition- 
ally taboo industries such as 
slaughtering animals and tanning. Al- 
though in many travel bags synthetic 
fibres have replaced leather, Japan has 
maintained the tariff, shifting the ob- 
ject of protection to local manufactur- 


ers of энисе suitcases. 


oys, the other main area of concern 
| for Hongkong, confront a non-tariff 
кы in the form-of safety inspec- 
tions which must be arranged by Ja- 


panese importers. after the toys. are 


landed and which can take up to two 
weeks to complete. Important retailers 
do not stock toys without an "ST" 


(safety toy) mark, a convention of the 


Japan Toy Association ostensibly de- 
signed to protect consumers. Hong- 
kong wants the association to approve 






in debt —— have: been frozen. Some 


. loosening wil! haveto come beforelong 


— partly due to the squeeze on borrow- 
ing, total investment in the third quar- 
ter grew by a mere 3.6% compared to 
7.5% in the first half of the year. In- 
vestment in plant and equipment is 
down to a 10.5% growth rate from 15% 
in the first half. | 
~The financial sector, always a weak 
spot, has not fared well in 1984. Des- 
pite numerous attempts by the Minis- 


чу of Finance to draw money into 


GROSS DOMESTIC 
PRODUCT GROWTH (%) 


Quarieri 
Quarter 2 
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bank deposits, the rate of increase in 
deposits has been much slower than in 
1983. In the first nine months, bank de- 
posits were up by Won 1. 04 trillion 
(US$1.27 billion), compared to a 
growth of Won 2.1 trillion in the com- 
parable period . of 1983. The main 
beneficiaries of this trend have been 
short-term finance companies, which 
can offer higher interest rates on depo- 
sits — deposits in short-term finance 
companies rose by Won 1.36 trillion in 
the first nine months. 

Exports in the third quarter totalled 


US$7.09 billion, an increase of 11% on. 


the comparable 1983 period, but con- 
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import s, Es is getting а 


than it did 10 years ago. Si g 
Japanese Government has cut the list. 
of, items it excluded from the 


generalised system of preferences for 
tariffs in the case of Hongkong from 9€ 
to the current three. The freeing up of 
the remaining items, along with a con- 
cession on toys, is under study by the 
Japanese Ministry of International 
Trade and Industry (Miti). 

Miti, however, does not seem confi- 
dent that further concessions will.be 
made in the near future — except; on 
the issue of toy inspection. Liberalis- 
ing these areas, Hongkong knows, 
would not do: much to lessen its trade 
deficit with Japan but the issue comes 
down toone of principle. Hongkong re- 
stricts no Japanese imports and feels 
Japan should be fair-minded enough 
to reciprocate. ИР. 
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down 12% from a year earlier. The 
United States takes about a third, of 
South Korean exports — sales to the 
US have grown this year by 35%. Butif 
the US economy continues to slow as it 
has in the third quarter, it eventually 
will hurt South Korea. . v 
Imports also have been slack — 
totalling US$7.75 billion, a 24.2% rise 
from a year ago, but 6.1% lowerthan in 
the previous quarter. Letter-of-credit 
arrivals have been steadily slowing 
through 1984: they were up only 3.2% 


` inthe third quarter from a year earlier, 


having grown an average 19.8% in the 
first half. In the first nine months of the 
year, South Korea's trade deficit rose 
to US$1.46 billion, compared to 
US$1.27 billion last year. 

Suh remains, sanguine about pros- 
pects for the:future. “We still have 
three cards to,play — controls have 
been very tight,on fiscal and monetary 
expansion, ап [ме] have not let the 
won fall. If the.downward trend con- 
tinues, we still have the option of. using 
these to halt it.” One of these.cards is 
soon to be. played — — the 1985 budget 
will show spending growth ‘of 9.7% 
compared to 1984’s freeze. Most obser- 
vers agree that in the new year, thesec- 
ond card will be played and monetary 
controls will be loosened, partly for 
political reasons — national assembly 
elections are due in. February.. That 
would leave only taa Sri bang ge rate in. 
reserve. ГРК 

















By Mohan Ram in New Delhi - 


Е | ndia is placing emphasis on the deve- 
lopment of its infant computer in- 
dustry. The first major policy decision 


announced by Prime Minister Rajiv- 


Gandhi's government simplifies rele- 
vant regulations, encourages the flow 
of foreign technology and liberalises 


imports for computer manufacture. 


The decision, widely welcomed, points 
the way to similar open policies for 
other high-technology industries. 

In the past, India has tried to have it 


both ways with the computer industry. 
On one hand, stiff duties on import. 


curbs were devised to protect the 
domestic manufacturer. On the other, 
he was expected to keep pace with 
fast-changing technology without 
adequate local research and develop- 
ment back-up. Moreover, to help 
small-scale businesses, restrictions 


were placed on the organised sector of _ 
the computer industry. One was a ceil- | 
ing of Rs 20 million (US$1.67 million) | 


on the production value of each unit. 
Another was a limit of five systems of 


less than Rs 300,000 in value for each. 
so that these manufacturers 


unit, 
would produce high-value systems and 
not compete with the small manufac- 
turer. 

The removal of these curbs to en- 
courage the manufacture of micro- and 
mini-computers will bring new blood 


to the industry. The new policy also | 
makes access to foreign know-how — 


easier. Import of designs and drawings 
will be permitted. And foreign collab- 
oration with up to 40% equity partici- 
pation will be allowed. The govern- 
ment has reserved for itself, for the 
next two years, a small area — the 


manufacture of mainframe and super- 
mini computers. The argument here is 


. that the present level of demand does 
not justify more than one manufac- 
turer and besides, it involves advanced 
technology. The state-owned Electron- 
ics Corp. of India will ‘manufacture 


these products with acquired technol- - 





ogy which it will develop further. After 
two years it will transfer the technol- 
ogy to any private company capable of 
undertaking the manufacture of them. 
Customs duties are being cut on 
components and raw materials to 


bring the price of Indian computers | 


down to international levels. But the 


emphasis on indigenisation will at- 


tract higher duties, while those pro- 
ducts not likely to be made in India 
within two years will be charged 
higher rates. Imports of computers will 
be permitted, but such imports will be 


: India relaxes its rules on the meen of foreign data апа 
technology і to develop its computer industry 


“restricted to On ects a and to standard | 

















cif. They will be subject to high import 
duty to protect the Indian computer 
from competition. The decision to per- 
mit only end-users to import com- 
puters directly has allayed fears in the - 
local industry that the market will be 
flooded by. computers imported by 
general traders on a commission basis. 
A highlight of the policy is the en- 
couragement it gives to the develop- 
ment and manufacture of software. A 
research centre is to be set up and a 
development and promotion agency 
will concentrate on preparation of ex- 
portable software packages. Liberal 


Pioneer lifts profits 


Pioneer Electronics Cor 
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systems costing less than Rs 1 million 
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| ing profit for the year ended 30 Sept., 
3.8% up on the previous year. Sales 
rose 3.4% to US$1 billion. 

Pioneer says this slight turnaround | 
in its fortunes (its previous year's 
operating profit had dropped by 
21.396 to US$57.4 million) results 
from a diversification into video pro- 
ducts. These took up an 18% share of 
sales in the year, compared with 8.3% 
the year before. Audio products' 
| share slipped from 48.9% to 38.7%. 

The proportion of revenue generated 
by exports fell from 54% to 52.8% as 
| European currencies. — declined 
|. against the yen, making J. yanese im- 













| X25 (10 US cents). 
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million (US$129.27 million) and bet- | 
ter efficiency, helped New Zealand's | 
Lion Breweries lift profits by 36% for 


NZ$9.2 million. 
after-tax earnings) was achieved in 
what has been a static domestic li- 
quor market. Tax provisio 
NZ$4 million to NZ$5.3 п 

The company has be 
hotels and other low perf 


ү rose from 







sets, 
equipment and concentrating on pre- 
mium-beer production. Its Steinlager 
sales have won a good reputation 
overseas. Forecast for the full year 
ending 31 Mar. is for Nes million 
| after tax. 2 





сап | be ‚шей n 


| : Diversified Cal le 
announced a US$59. 6 million: operat- | New Zealand, the 
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tribution from Dalget 


NZ$10.2 million. Const 
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Manila and. International 


the half year ending 30 Sept. to | 
This increase (in| 
- lion) iv the first 10 monthsoft 
exceeding targets of P42 mi 
the period and P50 million for. 
| whole of 1984. Interbank, 
| other hand, earned P34.9 mil 
| in the first nine months, 


| 
A: rise in turnover of 10% to NZ$265 z= 
| 
| 
ae doubling the PÍ8 million for a 


improving its beer-brewing | 


| merce Bank through the Go 
Service Insurance System 
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Pre-tax profits rose 
NZ$23.7 million, while tui 
32% higher at NZ$270 m 
provision, however, - 
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Bank (interbarik). 
Commerce Bank realised a- 
come of P51.3 million (US$2 
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Mixing the priorities 





b: Bow AN rallied sharply on investors' realisation that many of its stocks were under- 
- valued. Thailand and Japan both also did well in the period ended 3 Dec. Australia, 
۴ however, fared poorly in the wake of Wall Street declines and weakening metal 


. prices. 
` HONGKONG: A successful land auction of a 


"prime 2,850 т? site gave the market a welcome 
‘boost but profit-taking towards the period's 
E ise eroded.some of the gains. The Hang Seng 
pee closed at 1,122.26, up 8.3 points on the 

коч. Average daily turnover rose to HK$234.4 
“million (US$30.05 million). The market opened 
on а firm note on the back of a recent half-point 
‘cut in local prime rate with prospects of further 
‘reductions in the wake of an interest rate 
downtrend i in the United States. 
















I ‚ Bank and other financial stocks 
helped to push up indices to a record high follow- 
an announcement by the Tokyo Stock Ex- 
е that nine city banks would become eligi- 
ble for margin trading. The Nikkei-Dow Jones 
"Average finished at 11,513.58, posting a gain of 
350.62 points on the period. Share prices are ex- 
ed to continue rising on a broad front, driven 
by expectations of a year-end rally. Most 
"pharmaceuticals weakened in the wake of a re- 
рогі on government-imposed reduction of drug 
| prices, but Mochida Pharmaceutical made sub- 
"stantial gains after announcing that it would be 
— producer and distributor of an anti-cancer drug. 


` SINGAPORE: Buffeted by bad news, the mar- 


— ket took a nosedive wiping out a large part of the 

rebound made during the previous period. The 

— Fraser’s Industrial Index closed at 4,414.90 on 3 

рес. down 134.50 points from the previous 
Т period’ s finish. The first blow was dealt by the 

news that bankruptcies among local firms rose 
_ from 210 in 1982 to 323 in 1983 and soared 

further to 390 for the first 11 months of 1984. 
— Then came the disclosure that Chop Hoo Thye, a 
local firm trading foodstuffs, had closed down 
owing banks some S$100 million (US$46.3 mil- 
lion), the largest loan default in Singapore by a 
k e customer. Trading remained sluggish with 
- the daily turnover averaging 9.58 million shares 
| against 10.48 million in the previous period, 


` KUALA LUMPUR: Mirroring a decline on Wall 
Street, share prices dipped sharply, aggravated 
by profit-taking. Fraser’s Industrial Index lost 
‘some 77 points on the period to close at 3,001.93 
after the previous period's hefty gains. Turnover 
` shot up to õdaily average of 9.26 milliion shares 
compared wi the preceding period's 7.3 million 
_ Shares. Market sentiment was also affected by 
- declines in Singapore and prices were expected 
to continue their downtrend in the coming 
weeks, in the absence of good news. 


- AUSTRALIA: Share prices continued to fall 


heavily across the board apart from a brief rally 
гоп 3 Dec. Tumbles on Wall Street were a strong 
influence while falls in gold and copper prices 
вау pessimism return once again to mining 
"stocks. The 1 Dec. Australian elections had a 
mixed effect: the preceding day saw a slight price 
revival with prospects of the Labor Party staying 
in power, but the unexpected cut in its majority 
contributed to a sharp price drop on 3 Dec., the 















first post-election trading day. The key Austra- 
lian All-Ordinaries Index fell by 25.5 points to 
740 over the period, making a decline of more 
than 40 points over the past two weeks. 


NEW ZEALAND: The weakening tone evident 


at the end of the previous period developed into a 
small technical reaction. This petered out early 
as selling dried up and buyers came back to take 
advantage of the lower prices. The market then 
steadied and closed the period on a quiet and flat 
note. The inflow of overseas funds into the bond 
market remained relatively heavy with investors 
attracted by high domestic interest rates and 
what they perceived as an undervalued currency. 


SEOUL: A bullish mood in the market drove the 
index up 3.03 points from the previous period to 
136.81. Trading swelled to 12.52 million shares, 
up 2.56 million. Good news from the Ministry of 
Finance, which announced a loosening of monet- 
ary controls by the end of the year, and antici- 
pated year-end dividend payments helped to re- 
build investor confidence, which had been low 
since September. Purchases of blue chips led the 
rally. The Korea Fund was actively buying, and 
optimism regarding the outcome of the continu- 
ing anti-dumping case in the United States 
against South Korean colour TV sets helped to 
push the electronics index up by 13.22 points. 


TAIPEI: The market made a marked advance on 
the period, with the weighted price index closing 
at 836.56, up 38.76 points on the previous finish. 
The daily average turnover of NT$747 million 
(US$18.68 million) was up substantially in re- 
cent weeks, reflecting a burst of activity by in- 
stitutional investors. With the market having 
opened the period below 800, investors consi- 
dered that many stocks were selling below their 
true value. 


MANILA: Volume shrunk to 90.58 million 
shares worth P7.03 million (US$351,500) despite 
big single transactions involving P2.07 million 
worth of Atlas B and special sales of P728,754 
worth of Family Bank shares. With price changes 
mainly downwards, the mining index was off 
8.39 points at 753.14 while the commercial-in- 
dustrial index fell 2.81 points to 107.91. The oil 
index was unchanged, however, at 0.606. Not a 
single issue ended the period on the upside, amid 
signs that further declines were coming. 


BANGKOK: The uptrend at the Securities Ex- 
change of Thailand remained strong with the 
Book Club Index chalking up 5.24 points to close 
at 130.16. Advancing issues led with 36 to losers' 
10 while 46 others were unchanged. Volume in- 
creased to 4.34 million shares, worth some Baht 
387.05 million (US$14.34 million) or a daily 
average of Baht 77.41 million. Siam Cement and 
Siam City Cement were hot favourites. Stocks 
opened on a firm note and rallied throughout the 
period, helped by interest in relatively new coun- 
ters. 








13 DECEMBER 1984 ө FAR EASTERN ECONOMIC REVIEW 


qc 





4K. A Ch. Gas 6.75 -22 27 
1K. &K. Магі 465 22 38 
1K Land 370 -07 03 
1K 5 S. Bank 7.35 +35 61 
14K. & S. Hotels 23.40 *0.4 43 
1K. Realty “А” 550 = 10.9 
41K. Telephone 48 25 ”هة‎ 31 
AK. & Yau Ferry 2.825 +27 53 
4opewell 1.46 +43 21 
tsin Chong. 0.80 -36 75 
tutchison Whampoa 15.70 - 239 
nti City Holdings 0.65 +32 23 
Jardine Matheson 850 -28 47 
lardine Sec 7.50 +64 93 
Ju Chong Hing 1.60 — A1 
Чап Fung Textes 17.50 +94 200 
Чем World — 4.225 +30 54 
Элеги! O'seas н . 28 +28 52 
YseasT Bank 2.575 *20 47 
?aul Y. Constr. 275 „19 60 
telx 1.38 +113 = 
Sun Н.К. Props 745 +14 67 
5wiro Pac. ^A" 20.10 +10 56 
Tai Cheung 1.12 +57 18 

0.27 -69 = 
Nah Kwong Ship 245 -39 139 
Nheelock "A" 3.725 -13 94 
Wheel Mari. "A" 1.30 = ЕЗ 
Ming On Holdıngs 210 -23 за 
Winsor 485 -— 97 
Norid Int'l 1.52 +70 39 


























7 Nov. 11,184.12 
8 Nov. 11,248.08 
9 Nov. 11,366.64 
10 Nov. 11,428.90 
| Dec. 11,438.64 
| Dec. 11,513.58 
change on week +3.14% 
30ec. “change Pie 
Yen onweek ratio 
\pnomoto 1110 +18 489 
Indigestone Tre 550 -13 190 
> 292 +25 759 
cals 635 +43 642 
sanon 1540 -25 415 
ziizen Watch 586 +24 246 
Jai Nippon Printing 1010 -10 279 
Daiwa House 575 +65 324 
ibara Mfg. 347 +18 27.6 
‘uji Photo Film 1530 -08 114! 
Fujitsu 1380 +07 390 
*etwa Real E state 583 *56 682 
ach 858 +13 28 2 
Jonda Motor 1190 -5.6 42.1 
LI 149 +21 178 
LEOL 1260 +59 a6. 
Сайта Const. 272 +19 12:1: 
Sanoka 538 +89 ms. 
<ao Soap 781 -24 316 
Kastvyama 620 -08 19.6. 
Grin Brewery 522 +24 228 
&omatsu 179 -53 56.0 
Kumagai Gumi 440 +26 106 
Matsushita Elec. Ind 1420 +14 249 
Matsushita Elec Wks 620 -21 215 
Mitsubishi Estate 520 +57 299 
Mitsubishi H. 1 248 +55 227 
Mitsui & Co. 341 +56 555 
Mitsa Real Estate 694 +52 35 9 
Mitsukoshi 346 +03 265 
Nippon N. C. A 1140 -73 409 
Nippon Hodo 655 +08 12.0 
Nippon Os B89 -09 645 
Nippon Stee! 148 — 328.8 
Nomura Securibes 815 +72 207 
НҮК 243 +13 193 
Otympus 1130 -17 55.9 
Pioneer 2500 +29 479 
Ricoh 956 -06 311 
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Sony 3610 -14 32.4 
Sumitomo Bank 1620 339 446 
Taisei Const 200 — 129 
Takeda Chem 762 -23 28.0 
Tokio Marine and Fire 726 +74 418 
Tokyo Elec. Power 1340 *31 14.1 
Toray 420 +29 nS 
Toto 625 +78 241 
Toyo Kagyo 436 +16 155 
Toyota Motor 1220 -— 123 
Yamaha Motor 625 +13 - 
Barclays Index 
27 Nov. 1,474.98 
28 Nov. 1,459.72 
29 Nov. 1,465.60 
30 Nov. 1,472.10 
3 Dec. 1,472.81 
Change on week -0.59% 
30ec “change % 
NZS onweek yield 
Alex Harvey 3.12 -— 35 
Booeriey 4 68 — 16 
Cantor Holt 3.68 -19 30 
Dominion Brewenes 1.56 -25 72 
Faltex 2.62 +27 48 
Fletcher Challenge 326 -12 61 
Lon Brewenes 220 — 70 
NZ Forest Products 3.55 -08 a7 
NZ Oil and Gas 0.50 Е - 
чл 1.80 -37 47 
NZ Steel 2.60 -19 69 
UEB Industnes 1.63 -12 77 
Waitaki NZR 1.65 .29 64 
Wattie 3.80 +27 37 
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SINGAPORE 
Fraser's Industrial Index 

27 Nov. 4,566.27 
28 Nov. 4,569.59 
29 Nov. 4,565.33 
30 Nov. 4,471.44 
3 Dec. 4,414.90 
Change on week —2.96*6 
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“middie rates “tong term  Htshortterm 
.. Sources: Astiey & Pearce (Hongkong), Higas Co. Ltd and First Pacitic Finance. 











Fixed-interest bonds {US$} 
Australia 11-1295 
Canada 10-778 88 

СМА 15-1/406 
Deutsche Bank 14-12489 
ECE 11-10288 

EDC 10-3488 

EDF 11-174 80 

EEC 1187 

EIB ite 

Pene t te р 


81 6-8% 






57 70--57 90 
58 20 


















9,535—9.839 9.770— 8.775 8,675-—8.680 


9.8079. 809 
28.13. 
330,.00-—330,50 


9.350—9.355 А 






















. $976 
398.00--398.50 - 


2915 
344.25--345.00 


28.15 
337.00—337 50 













65:.60—65. 70 





85.17 64.65—64:77 
6592-6595 ^ | ^ 2: 
^ "89-18 100-368. 
100-3/8— 100- 7/8. 

96-78-9638 












585—605 
190-191 





615—545 
183-194 








2160217 % 








1,800—1,830 . 2088—2050 












1.888.890 
11851-5 853 








| `108—108-1/2 
T 39—99-1/2 
96-7:8-—-97-38 
Ott 
98-3/4-—99-1/4 
1G7-14— 107-34 


1,2401, 250 1.235-— 1,245 


9860--970 
1,240—1,247 80 : 















14400—14420 ^ — 123 .80-—124.80 


127.00—127.40 
o MW100--151.20 dab 














35175 380 50-360 75 


352.50--353.00 


342.00—342.56 





М Barclays Mar. 2004 
ONDA Dec. 90/dune 85 
Denmark Ое: 88290 
ЕЕС duly 88/90. 
New Zealand July 8? 
Ferrovie Stato Feb, 92/99 
Sweden tay SOS 





602—603 633—634 








61100—612 50. - 
oo. 624.50—525.50 





















262.75——263.00 


276.75—277 00 RE 






200 С 


(бу MS aiongton {BUSES 60% bushel 


n Ur i ту Us Bib 














kg. 
(8) USS a tonne.. 





59 


uS$1615 


Sept} 
1557 тар 


Ван 15.26 
` {daly -Bept) 
Baht 19.2 
-Baht 26.65 












0995.496 
$499 
#1 825 


Baht 42,2b 
~0 
22.8 















US$1.48b(9) 


















. Вам? аЬ 
x 
~ $8 








1876 100 
189.5 
(June Aug. 
14. 
£028 









HK$155.216 

оа) 
u RAGB - 
+21. 19 


(1). Official and other estimates — (2) Consumer Prise июн A Б) Md or currenny plus bark deposti 
ui j dict (9 Based on letters of credit with Bank indonesia. . 


Вам 482b 
+30 
+ 


(4) Peninsula: Malaysia only 





















Like a 
fragrance, 

. ESpreme 
lingers On... 


Lovingly crafted to exacting 
Citizen standards, Espreme is a 
Statement of pure sophistication 
in luxurious leathers, gemstones 
and gold. 

For Man or Woman, a master- 
piece of the watchmaker's art 
that reflects a cultivated taste for 
the finer things in life. 

Like a poem, a melody, a 
fragrance . . . Espreme lingers on 
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CITVEN IS A REGISTERED TRADEMARK OF CITUEN WATCH DO. JAPAN 








* unchallenged authority! 


There is no doubt amongst leading top management as to which publication 
is considered the most authoritative in the region on coverage of Asian busi- 
ness affairs. It’s the Far Eastern Economic Review by an overwhelming 
majority! 

* unparalleled coverage! 

No other publication in Asia or anywhere for that matter provides such 
depth and breadth of coverage of events throughout the region. Don’ t just 
take our word for it. Ask the people you look up to and respect the most 
which publication they turn to for unparalleled coverage of Asian news. The 
overwhelming response will be the Far Eastern Economic Review! 
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*unequalled performa: 





Since J anuary of 1974, the Review has grown in size from just over 20,000 
copies per issue to its present circulation of more than 62,100 copies per 
Issue. 


Airplanes | 
Helicopters 777, 
Tactical missiles | 
©расе апа | 
pallistic systems | 





A growing number of advertisers have taken full advantage of this impres 
sive growth. Last year the Review carried 2,514 pages of advertising from 
nearly 600 of the world’s top corporations. 


Advertisers know beyond question that the Review reaches the highest con 


centration of Asia’s most important people. And they know that as an effec 
tive advertising vehicle, its performance is unequalled. 
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LETTER FROM SHINJUKU 


he earthquake struck Tokyo at 

2 a.m. It was an unnerving experi- 
ence for an earthquake novice to feel | 
the bed shake, see the lampshade 
rock and hear the hangers crash in 
the cupboard. What is one supposed 
to do when one is on the 25th floor of a 
hotel and an earthquake occurs in the 
middle of the night in a city that in 
the past has not come off lightly from 
such events? 

The answer: nothing. Cars were 
still going down the road, the lights 
were still bright. It was, apparently, a 
relatively minor earthquake. 

Tokyo's West Shinjuku district, 
where the 38-storey new Hilton is lo- 
cated, is arguably the best place to be 
at such times. When the Great Kanto 
Earthquake of 1923 devastated cen- 
tral Tokyo, it was to the West Shin- 
juku district that people flocked. And 
when, in 1960, the Tokyo Metropoli- 


capital comparable eventually to the 
Marunouchi district.” 

It will be a far cry from even more 
recent times of the 1960s and 1970s 
when Shinjuku was famous as a 
Bohemian quarter populated by art- 
ists, writers and students. Not that 
Shinjuku has lost its element of 
notoriety, its well-established repu- 
tation for a “floating world of plea- 
sure.” Just a few minutes’ walk from 
the skyscraper city of West Shinjuku, 
where seven of Japan's tallest build- 
ings are located, is East Shinjuku, 
Tokyo's largest, most popular and 


the narrow, neon-lit lanes of Kabuki- 
cho offering a vastly different aspect 
of nightlife to the broad, quiet roads 
of the western side. 

“West Shinjuku will not become a 
night-time entertainment area or a 
place for tourists to visit," em- 
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Shinjuku skyscrapers: ‘the place to be.’ ey 
phasised Tanaka, “but rather a 
centre for business. We impose severe 
restrictions on the kind of buildings 
that can be built here, allowing 
buildings only for office, hotel or 
commercial use.” 


tan Government (TMG) decided to 
create sub-centres of the capital to 
relieve population pressure and im- 
prove the urban environment, the 
Shinjuku New Business Centre Pro- 
ject was the first to be approved. This 
allowed skyscrapers to be built only 
with the strictest safety measures 
against fire and earthquake. 

But it is not so much for its safety 
that people today are still flocking 
westwards to Shinjuku. The area that 
gained its name, “new inn” town, 
from the days of the Edo period when 
it was just a small community among 
paddy fields, offering small inns on 
the way to the capital, is now becom- 
ing an important business and com- 
mercial centre. “Our intention,” said 
Takashi Tanaka, Tokyo's city plan- 
ning manager, “is to develop the 
Shinjuku area as a sub-centre of the 


t was to 12 carefully selected blue- 

chip companies that the TMG ini- 
tially auctioned the eight out of 11 
sections of land they had made avail- 
able by moving the Yodobashi Water 
Purification Plant to the northwest in 
1962. The redevelopment cost of the 
valuable 340,000 m“ of land came to 
¥28 billion (US$114.05 million at 
present rates), including the con- 
struction of the 20-acre Shinjuku 
Central Park. The three plots that the 
TMG retained have been the cause of 
controversial debate over the years as 
to their possible use, but now, says 
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outrageous entertainment area. Неге, | 

















Tanaka, it has finally been agreed 
that they will be the new site for a 
long-awaited City Hall and for TMG 
offices. 

Such faith in the move westwards 
is demonstrated by private com- 
panies too. Ever since 1971 when the 
32-storey Keio Plaza International 


. Hotel became Shinjuku's first sky- 


scraper and first high-rise hotel in 
Japan, the hotel industry and blue- 
chip businesses have been eager to 
stake a claim in the new area. Nearly 
a dozen major Japanese companies 
have moved their headquarters to 
Shinjuku. The 800-room Century 
Hyatt opened in Shinjuku in 1980 
and the 1,800-room Washington 
Hotel at the end of 1983. And Hilton 
International is currently involved in 
a unique joint venture with leading 
Japanese to develop a new hotel in 
Shinjuku as well as others around 
Japan. 

"Shinjuku is the place to be," con- 
firmed one hotel executive. "Shin- 
juku's skyscrapers have already be- 
come the mecca for high-technology 
and venture companies. The area is 
developing rapidly. This trend will 
continue over the next decade.” The 
new top-class hotels also give West 
Shinjuku a competitive edge over 
other areas in central Tokyo when it 
comes to up-market entertainment — 
receptions, dinners, cocktail parties 
and weddings. 

Such a social stamp of approval is 
also reassuring for the government 
authorities who encouraged the 
development of the area. Whether 
other areas planned for similar city 
sub-centre development, such as 


| Shibuya, Ikebukuro, Ueno-Asakusa, 


Kinshicho-Kameido and Ohsaki, will 
be as successful is open to conjecture. 
Shinjuku, after all, had the great 
advantage of a vast tract of land 
available and an established barrier 
(the railway into and out of Shinjuku 
station, the world’s busiest) to distin- 
guish — and separate — entertain- 
ment from business areas. And it has 
proved, over more than 300 years, a 
remarkable versatility and durabil- 
ity, weathering infamy, neglect, war 
— and earthquakes — to become one 
of the brightest and most promising 

spots on the Tokyo map. 
— JULIA WILKINSON 
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First Class on Thai tent 


what it used to be. 


Thais First Class has long been considered one of 
the best in the air. 

Things have changed. Now it's even better. 

Tàke your seat. Totally new in design, it has improved 
back support and reclines further. The footrest extension is 
now fully padded. And when extended the seat is more like 
a bed than ever before. 

Lunch and dinner have always been a gourmet 
experience for our First Class passengers. 

Now breakfast is, too. 

With freshly squeezed orange juice and fresh eggs 
cooked any way you like them, right there on the plane. 

Caviar is yours for the asking. And what goes better 
with the best caviar than the best champagne, vintage Dom 
Perignon, no less. 

The wine list is equally impressive. Superb French 













sSNCEMN, 
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wines specially selected in that country by Thai. 
In keeping with this new standard of excellence, Thai 
are introducing elegant new table and glassware to go with it. 
Other little luxuries include, smart complimentary 
toilet kits, more comfortable electronic headsets, and new 
sleeping shades and comfort socks. Of course, Thai's 
renowned Royal Orchid Service is as good as it 
ever was, nobody could improve on that. 
And as a memento, we give every a 
Royal First Class passenger a beautiful, 
limited edition print of one of six 
orchid paintings, specially commis- 
sioned from a well-known artist. 
Royal First Class on Thai. 
A classic example of how to improve 
on perfection. 

















apital spending, 
Шопѕ of dollars. i 





strategies are partly м feast tied dto he 


ation's balance-of-payments situa- 
поп, particularly the current account. 
` While many of us receive the new 
RA in joy, maybe we should look at 


some of the potential economic risks 
associated with the bold measures as 


«set forth in the 1985 blueprint. 
The personal income-tax conces- 






tor savings at the sacrifice of govern- 


-ment revenue. But the chance of get- 
ting negative results is seen as high. 


Жог various reasons many taxpayers 
may still buy more expensive imports 
‘such as cars with what they will save in 
-income tax. Further, the way the in- 
-come-tax reductions are structured 
may prevent income from being more 
equally distributed. 

= Protection of local industries by 
means of an increase in tariffs is a risk 
from the standpoint of economic 
theory. Unless those industries being 
protected respond quickly to the in- 


centive by pumping more money into 


investment and at the same time 
Streamlining their management for 
better productivity, the nation as a 
whole may lose in terms of economic 
efficiency i in thelong run. A loss in eco- 
nomic efficiency will mean an increase 
in the cost of everything we consume or 
produce, and of course, less income 
and more debts. 
= Malaysia's balance-of-payments 
problem stems from the growing diffi- 
culty of reducing the stubborn and un- 
desired services-account deficit. While 
-the absence of a strong national com- 
“mercial fleet and the rising interest 
burden on foreign debts may have 
taken the blame for contributing to 
part of the enlarging services-account 
deficit, downward movements of com- 
 modity prices of some Malaysian pri- 


‘mary products over the past two or | 


three years has swung the trade ac- 
count into negative balance which has 


.helped worsen the current-account 


situation. 
` ‘Artificially | „depressing - 










govern 





|. by the public sector, can only beseen as 


s. ‚ sacrifice of the nation’s кпн pro 






b: efféctive and t 
ful impact. 


which means less overseas purchases . More amu 







temporary savings, probably at the 





in n Songs; fo: 
in Hour of 





& ductivi ty. 









a 5 ibu, Sarawak 





; government s efforts to improve the ا‎ 


‘sions are tailored to raise private-sec- 


| imports | 
_ through tariff measures and acutback | the: 
1 = pital expenditure, Pee 


ment finance. 


| 1 totally agree with Emily Lau's obser- 
„vations on the draft agreement on the 
future of Hongkong. [THE 5TH COL- 
| UMN, 22 N ov.]. The agreement is not 


merit dep an too much on the basie 





trative region. The and of the unoffi- 
eial members of the executive and 
legislative councils is very disappoint- 
ing, totally reflecting their incapabil- 
ity to fight for the benefit of Hongkong, 
making it pretty clear that it is up to us, 
the ordinary citizens, to take up the 
battle. | 
. However, we have been very inactive 
politically. Unlike the politically ac- 
tive elite, we have to work long hours 
to save for the future, to improve our 









public affairs is out of the q m, 
believe it is very possible that some of 
‘us would contribute significantly | 


vided to encourage us to participate in 
the political arena on a part-time basis. 
Hongkong STEPHEN NG 


Poetic license 

I read with astonishment and amuse- 
ment James Miles' review of my Songs 
for the Unsung [4 Oct.] which is espe- 
cially interesting when juxtaposed 
with Keith Addison's review of my 
Hour of Assassins which appeared in 
your pages last year [REVIEW, 23 June 
'83]. 


that I reject poetic refinement. as ir- 





cal poetry. : lowhere i in my dur to or 
lectures have I ever stated that poetic 
теппае. ит icd poetry. in the rung 





ie gooc уя the short run tos govern- 


Ww ¥. WONG 


necessarily а good one because its 


living conditions and to pay tax. We . 
are not lazy, as some claim; we just do | 
not have enough time and do not know 
the way. While total commitment to 


only a recognised channel were p o- | 


I am astonished at Miles’ supposition 
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course, Po. 
legion!" 
Penang 















8 Nov. ] was in resting. It is поты 
that in Australia. "Here | "Escort S 
ites, Social” are placed just а 

ction Engineers." 














TED RULE 









norance of matters nautical when 
supposes that. beats. with an 98 












LER'S TALES, 15 ‘Nov. n p Briti 
Royal Navy’s whaler — clinker-bu E 
27 ft in length and 27-man lifesaving. 
capacity — features five rowers ar 
has served the Royal Navy, with di 
tinction, for about 100 vears, travelling: 
mostly in a straight line. It’s all” 
achieved by a bit of flat wood at the: 
end (both ends are sharp in a whaler}, 
and it’s called a rudder. 
Hongkong 
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CORRECTION 
Our lead article on the shooting at 
jom [Revew, 6 Dec.) iden tified t | 
North Korean dy’ teat the Pant 
talks as Мар-Сеп. Kim Tae Ho. 
have read Lee Tae Ho. Theerror is тє 
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There is no alternative to the Frankfurt Music Fair S JA à 





2 the [ 
World Music / пак” 


| 
Market business “Sie | 


Live '85 d | 


9.-13. 2.1985 





Fair and travel information, admission tickets: 


Australia 

German-Australian Chamber of Industry 

& Commerce Ltd. 

2nd Floor, AWA Building, 47 York Street, 
Sydney, N.S.W. 2000, G.P. O. Box 42 47, 
Sydney, N.S.W. 2001 

Tel.: 29 39 96, Telex: 25 987 GERCOM AA 


Hong Kong 

Melchers (H.K.) LTD, 401-4 Wing on House, 

71 Des Voeux Road C., Hongkong, P. O. Box 713 
Tel.: 5 2350 71, Telex: 73 331 melhk hx 


World Fair Consultants Ltd. & PAC Travel Co., 
Attn. Mr. Tony Fung, 1/F Tinta House 
44, Wellington Street 


India 

K. S. Hirlekar Representative Western India House 
Sir Pherozshah Mehta Road, Bombay 400 001 
Tel.: 2519 31, Telex: KSHI 011-25 04 


Indonesia 

Rinto Alwi, Representative for Indonesia 
Jalan Jendral Ahmad Yani 14, Bogor 16001 
P.O. Box 23 

Tel.: (02 51) 24 600 


Japan 

Zainichi Doitsu Shoko Kaigisho 

Deutsche Industrie- und Handelskammer in Japan 
Akasaka Tokyu Building, 14-3, Nagata-Cho 
Chiyoda-Ku, Tokyo - 100 - 91, Central Р. О. Box 588 
Tel.: 0081 - 3 - 581-98 81/3 

Telex: J 26 229 GERHAKA 


New Zealand 

Fairs of Europe 

128 Queen Street, Auckland 1, P. O. Box 30 76 
Tel.: 33-039, Telex: N.Z. 2401 


Philippines 

G. Magnus - Manufacturers' and Fairs' 
Representative, Import - Export 

201, Madrigal Building, 286 Escolta, Manila 
P.O. Box 20 75, Tel.: 47 89 41, 4914 94, 
Telex: 27686 MAGNUS PH 


Singapore 

Moneta Investments Pte. Ltd. 

of 101a Upper Cross Street, 

12-16 Peoples’ Park Centre, Singapore 0105 
Tel.: 9148 OO, Telex: 55046 ans back Ih chan 


South Korea 

Deutsch-Koreanische Industrie- 

und Handelskammer 

45, 4-Ka, Namdaemun-ro, Chung-Ku, KCCI Bldg. 
1Oth Floor, Seoul, C. P. O. Box 4963 

Tel.: (02) 7761546-9, Telex: dkihk k22640 


Taiwan 

Deutsches Wirtschaftsbüro 

Jade Phoenix Bldg. 1516, Grand Hotel, Taipei 
Tel.: (02) 5 96 42 71, Telex: 26226 GERTRADE 


Thailand 

German-Thai Chamber of Commerce 

699, Silom Road, Bangkok, P.O. Box 1728 
Tel.: 2339113, Telex: 82836 GTCC TH 
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| The Bhopal gas tragedy ипаег- | Ch 
dines the North-South dispute over | ‘toc | wit 
- industrial-safety standards. Mean- | death of communism. 
while, protests go on in Malaysia 
over an alleged radiation threat. 
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camps hit as 05 ` 
team visits Hanoi | ы 
The Khmer People’s 


: camp of Baksei, on the junc- 
‘tion of the Thai, Cambodian 


тип on 8 December, KPNLF 


.fled across the Thai border, 
‘while the KPNLF says that 


: in the fighting. 
' Two days later the Vietnam- 
ese hit Sok Sann, a KPNLF 
сатр on the far southern edge 
of the Thai-Cambodian bor- 
der. A KPNLF spokesman 
said on 11 December that the 
camp had come under heavy 
artillery and ground attack 
earlv that morning. The at- 
tacks took place despite the 
presence in Hanoi of a United 
States congressional delega- 
tion. 


Sri Lanka shopping for 
anti-guerilia arms 
Sri Lanka is beefing up its 
armed forces in response to 
` the escalation of Tamil 
. separatist violence. Govern- 
ment sources said that Britain 
has agreed to provide urgently 
needed helicopters and patrol 
boats, and the arrival in Co- 
lombo on 9 December of Gen. 
Vernon Walters, the United 
States’ ambassador-at-large, 
raised speculation of possible 
US arms supplies. 

At least 370 people have 
been killed in the country's 
northern and eastern pro- 
` vintes since 19 November 
.when the separatists stepped 
. up their campaign of violence. 
— MANIK de SILVA 


` Australia’s Bob Hawke 

` reshuffles cabinet 
Australian Prime Minister 
Bob Hawke has reshuffled and 

enlarged his 27-member 
cabinet following the 1 De- 
cember general election in 
which his ruling Australian 
Labor Party saw its former 25- 

. seat majority cut to about 16 
seats on counting so far. 

. Major casualties were acci- 
 dent-prone Attorney-General 
Gareth Evans, who was re- 
placed by Deputy Prime 
Minister Lionel Bowen, and. 
Defence Minister Gordon 
Scholes, replaced by Aviation 
Minister Kim Beazley. Evans. 
moves to the Energy and Re- 
sources Ministry and Scholes 
to the lowly Federal Ter- | 
















































Nano 
Liberation Front (KPNLF) 


сапа Lao borders, was over- 


: four of its soldiers were killed 


— PAUL QUINN-JUDGE 
















'sources in Bangkok reported. | 
: About 1,500 Khmer civilians | 





| poet 






as minister for trade, and 
Housing : | and Construction 












American nuclear a 


The Sino-American nuclear 
accord, initialled in April 
when President Ronald 
Reagan visited Peking, has 
come up against stiff congres- 
sional opposition. Five in- 
fluential United States sena- 
tors wrote to Reagan on 7 De- 





cember criticising the accord - 


“for failing to get verification 
provisions that other nations 
have been able to negotiate 
with [China]." 

The letter cited nuclear ac- 
cords recently negotiated by 
China with Brazil and Japan, 
which contain provisions for 
International Atomic Energy 
Agency safeguards on nuclear 
material and equipment 
transferred to Peking. Reagan 
is expected to send the US- 
China accord to congress for 
review early next year, but its 
approval appears in doubt. 

| — ROBERT MANNING 


South Korea sanctions 
Peking publications 


While North Korean publica- 
tions are strictly banned in 
South Korea — anyone caught 
reading or circulating them is 
liable to imprisonment — the 
writings of China'stop leaders 
can now be printed in Seoul. A 
landmark decision by Minis- 
ter of Culture and Information 
Lee Chin Hi has given the offi- 
cial stamp of approval to the 
publication in South Korea of 
articles written by China's 
elder statesman Deng Xiao- 
ping, communist party Gen- 
eral Secretary Hu. aan 
and others. 


Meanwhile, extracts from. | 


articles in the Chinese party 
journal Red Flag will be in- 
cluded in a book to be pub- 
lished in Seoul by the Institute 
of Sino-Soviet Studies of 
Hanyang University. Govern- 
ment approval for this project 
is further evidence of Seoul's 
anxiety to improve ties with 
| Peking. .. . ~ SHIM JAE HOON 





Minister Chris Hurford. swaps | Chir 
jobs with Immigration Minis- | 
i ter Stewart West. z ў 
^ In.the opposition Liberal 
Party, "Andrew Peacock re- 
‘tained the leadership without 
challenge, ET Bis ded 


i — HAMISH McDONALD t 
US senators attack Sino- 


| | John. аа, Bowen {аса 











the | renmi 







called internal exchange rat 






































cember 1983. 







or other government au 








US dollar. (The value of the 
renminbi, which is non-con- 





cies.) — ROBERT DELFS 


South Korea giant 

wins Burma contract 
South Korea's 
has announced a major con- 
tract with Burma Railways 
Corp. for US$13 million worth 
of rolling stock. The amount is 
larger than all of South 
Korea's exports to Burma 
through October 1984 
US$1.02 million. According to 
the terms of the contract, 
Daewoo Heavy Industries will 
supply 71 passenger and 100 
freight wagons, some of which 
will be exported to Burma in 
late 1985. 


—Á— 


Daewoo will outfit with 
Mandalay plant, which is now 
empty, is expected to be ready 


for production in November 


1985. — PAUL ENSOR 
Thai banks' interest 
cut disappoints | 


Thai Bankers Association — 
which groups the 16 local 
banks —- has agreed to reduce 
4nterest rates on deposits and 


——————————————————————PÓ M a aa ИИИИЙ 
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the most common type — will 
go down to 12.5% while the 


i has кошш | 
| bearing out predictions that 
the official rate would reach: 
effective parity with the so- |h 


үз rate on Е toc 
“mercial: banks Dy one point, 


óf US$1:Rmb 2.80 (REVIEW, AYE 3t 
Sept. ). Rates quoted on 8 De- |. 
feemb the Chinese State Pi itio on 
a” Aduntnist ation of Exchange | 
Control were Rmb 278.31 buy- | e 
| ing-Rmb 279.71 selling” per |^ 
US$100. This represents а de- ^|. C 
valuation of 28.8% since De- | 








TA new: currency for the Skien; 
-zhe “Special Economie Zong 






. There has been no. official 
comment by the Bank of China: 





thorities, whose officials pri-. 
vately say only that the shift | G 
reflects the appreciation of the | ed ed 

| "dolia" b р to other 
currencies. Once it starts cir: 
“culation, existing | monetary 
: instru ments - —= - the fo foreignsex- 


vertible, is set against an un- - 
disclosed basket of curren- 


Daewoo group — 


new assembly equipment. The | 


` After weeks of squabbling, the | 


contracts, 
lending by half a percentage | owned Бу civil engineering 
point effective 17 December. | 
Under the agreement, the ine 


terest on one-year deposits жы | 




















һе. у: in ыч 

















minbi and the Hongkong BDL 
lar — will have “to retreat 
from the special economic 
zone’s market,” he said: . 
Visitors still will be able tc 
bring in foreign exchange, but 
will have to convert it into the 
new currency at local banks — 
instead of. into foreign-ex- 
change certificates as is how 
required. The idea of a sepa- 
rate, standard currency. for 


Shenzhen was raised years 
ago in a bid to control the ac- 
tive black market for Hong- 
kong. and other foreign cur- 
— LOUISE do ROSARIC 


rencies. ^ 


The rest will be assembled | 9 “л 
in a plant in Mandalay, which 





his basins: group had wal 
US$40 million in contracts to 


build six printed circuit- 


| board factories in China for 


China Great Wall Industries 
Corp. 
The work will replicate the 


Sydney factory of Printronics 
. Pty, an enterprise aimed at de- 


fence and communications 
which is wholly 












contractor Abignano -= in 
tum owned 287 ^o by Lee': 9 un- 
tralia. Lee has 


maximum loan rate will be cut - (eet е 


to 18.5% However, officials of. vin 
the Bank-of Thailand (BoT == | Е 


the central bank) con: 
reduction too smal E 
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"Weapons which Peking v 
T 


“to give the Khm 
“National Liberation Front ` 

. (KPNLF) in October have’ . 
„apparently arrived. KPNLF - 





„guerillas in Nong Chan under the l 


; command of Chea.Chhut received 
¿about 5-600 AK47assault rifles- 





about the same.time, KPNLF > 


_ Nong Samet received about 250 
"ofthe same kind of weapons. At - 
: Nong Samet, the rifles seem tO 
. have been used toarm a new | 

attalion. KPNLF field 
ommanders say they do not 







- but a packing list identifies them 
"as being of Chinese manufacture. 
. They apparently left the factory 
. in March. Peking had promised. 

. each faction of the anti- 
¿Vietnamese Democratic 

^ Kampuchea coalition, including 
the KPNLF, more weapons. 


PEKING POW-WOW? | 
“Tentative plans are being made 
Тога visit to Peking in January by 
Burmese leader Ne Win, > 
; according to diplomatic sources 
in Rangoon. And there is a great. 
deal of speculation that if Ne Win, 
who is chairman of the ruling. 
- Burma Socialist Programme 
"Party, makes the trip he may meet 
a leader of the outlawed Burma 
Communist Party, which is. 
Waging an insurgency from 
| e adjoining the Sino- 


- THE WEEK 


"Prime Minister Bob Hawke announced 
an enlarged cabinet with 10 portfolios re- 
shuffled M3 1 Dec, E 


A aa onw ide one-day strike called by - 
. the opposition parties virtually paralysed 
" the. country (8 Dec .). 


f CHINA 

The People’s Daily said that ahoa 
„Marxist theory is outdated and cannot 

. solve Chinese problems (7 Dec.). Official 

^ sources said the article was “flawed” and. 

` should have referred to all Chinese prob- 

E 1 ms (10 Dec.). 


“INDIA 
° ^ Police refused to allow an American 
` executive of Union Carbide їо ег 
| pesticide plant іп. Bhop: 

е. leak killed - 















forces at the neigbouring baseof 


now who provided the weapons, 













| toNe Win reportedly was giv 
‘| to Burmese President San Yu 
| when he visited Peking in | 
iue Ne Win last M 


vat the beginning of December. At | sc ‘sor 


shipments to Tokyo of ће" | 
estimated US$1 billion von p^ 
Soviet oil the Japanese have been | 
buying annually forresalein — 


-directly to Western Europe. 


| been able to sell the oil more 


| are due for renewal. Soviet oil is 









‘some 







continuing Hindu-Sikh clashes in Jammu 


Dec.) Zia introduced a new law which 
3 anned the calling of boycotts for ref- 





The Soviet Union i is куй to 
force J apanese trading — 
companies to accept cif — 





Western Europe. At present, the. 
oil is being shipped cifto . 
Rotterdam. It is believed that the 


. Soviets want to curb the trading 


companies’ resales to enable the 
Soviets to market their own oil 


Japanese trading companies have 


efficiently than the Soviets — 
because of their wide range of - 
business contacts and thelr 
ability to react swiftly to - 
movements in spot- -market 
prices. The issue is expected to. 
come to a head later in December 
when three major contracts, 
totalling some 300-400,000. bpd, 


competitively priced in Europe 
with Gulf oil, which it resembles 
in Huy 


Carbide chairman warren Anderson was 
arrested on five charges including crimi- 
nal negligence, but was freed on bail. One 
person died and another was wounded in 


гапа Kashmir state, it was reported i 
Dec.). А | 


JAPAN | | 

About 300 people held а. "T inanat- 
tempt to prevent the United States nu- 
clear-powered aircraft carrier, Carl Vin- 
son, malang a port call near Tokyo. 8 
Dec.). | A 


PAKISTAN. me 

The leader of the Jamiat adei 
lami Party, Maulana Fazal ur-Rehman, 
was arrested, opposition sources said (5 






d Police wane: tear gas 


iaterial support from ^ di 
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The тү, $ orm a 


during the Indochina War. 


first foreig 
the Reagan W 
which booste d 
‘home, Witt 


from his self ir 
ppa 
another sta e ‘will 


has reacted with un 
calm to the Lao ex 
diplomat. The S: 
has quietly re ne 
home a Lao diplomat but kept 
quiet until the news broke in 
Bangkok and made no usual 
denunciation. The decision to 


play down the incident was based 


on the fact that after years of 
effort the US is close to finalising 
an arrangement for the 


excavation of a site in southern 


Laos where a US aircraft crashed 


ment protested to Afghanistan against an 
alleged violation of its airspace bv Afghan 


jets (10 Dec.). 


PHILIPPINES 


Lawyers boycotted hearings and held a 
demonstration outside the Supreme 
Court, accusing it of legitimising e 
rial rule in the Philippines (11 Dec. 


About 90 bodies were found on a road in 
the north close to the spot where an army 
Jeep was ambushed by Tamil guerillas, re- 
ports from the area said (5 Dec. j. The gov- 
ernment clamped a night curfew on Co- 
lombo and ordered troops to shoot trou- 
blemakers on sight (6 Dec) Tamil 
separatists attacked two fishing hamiets 
and troops arrested 56 suspected rebels in 
the north (7 Dec.) Security forces de- 
tained about 200 süspected Tamil rebels 
during a weekend curfew in the north (8 
Dec.). : 
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-unleashed all the passions inher- 
t in the old North vs South debate 
about multinational “exploitation” of 


adding to the increasingly bitter In- 
dian election campaign. 


2,500 and thousands more severely af- 
fected by the poisonous gas that leaked 


pesticide factory in the Madhya 
- Pradesh state capital іп the early hours 
. of 3 December, the ramifications of 
what is probably the world's worst in- 
. dustrial accident are only beginning to 
. become clear. They include such issues 
as the siting of potentially dangerous 
. chemical plants near population 
` centres, safety standards and responsi- 
bility for enforcing them, as well as 


and at what level. These issues are of 

= critical importance throughout the 
whole корш: world, not just in 
` India. 

As the shock waves from the Bhopal 
horror continue to reverberate — with 
millions of dollars being wiped off the 
value of shares of UCI's American par- 
ent company, the Union Carbide Corp. 
(UC), which owns 51% of UCI — the 
questions mount. How did the fatal 
leak occur? Could it have been pre- 
vented? The leak seems to have been 
caused by a fault in the system used to 
neutralise escaping gas. 


Madhya Pradesh state government had 


charges including culpable homicide, 
7 and when UC chairman Warren An- 


. Mahindra and V. P. Gokhale, chairman 
and managing director respectively of 
the Indian company, all three were de- 
tained, though Anderson was later 
freed and sent back to the United 
States on the grounds that his con- 
tinued presence in the country might 

. provoke "strong passions.” 

Anderson's arrest was widely seen as 
ап election gimmick. The state govern- 
ment, run by Prime Minister Rajiv 
Gandhi's Congress party, may have 
wanted to pre-empt opposition criti- 
cism that it was beholden to multi- 
national pressure. There has been a 
vociferous movement against the loca- 
tion of the plant and the hazards it 


'hird World countries — as well as 
"With the unofficial death toll put ae 


from the Union Carbide India (UCI) | 


who is responsible for compensation | 


In its rush to apportion ‘blame, the | 


five officials of UCI arrested on 


derson flew in to Bhopal with Keshub . 


`. posed, led by the communists. By ar- | 
| resting Anderson, the state govern Š 


he tragedy of Bhopal, ‘the oe 
'eity that died: їп its sleep, has 








| trying to turn attention away from its 
own Ra bi oa e release 





ter" — the prime mist ror one of his 
powerful aides — after the US had for- 
` mally protested. 

| "The Indian media, while ctitical of 
. UC, have been highlighting ihe com- 
plicity of Indian authorities in the dis- 












build the plant was granted, a zealous 
local official foresaw the likelihood of 
Bhopal growing to a point at which the 
proposed plant would find itself close 
to an area of dense population. He tried 
to have it re-sited under a law that fac- 
 tories manufacturing dangerous pro- 

ducts must be built at least 15 miles 
| from population centres. His attempt 
failed and he was quickly moved to 













US$2,500 towards a city park. When 
the plant was built, it was on the out- 
skirts of the town but within the 
municipal limits. Housing steadily 
grew nearer and nearer. In 1981, a 
worker in the plant died from a leak of 
phosgene gas and several weeks later a 
further leak made two dozen people 
sick. A government inquiry blamed the 












but no action was taken. 







the plant since 1980. In 1982, a team of 







and their report highlighted serious 





a leak of methyl isocyanate (MI) — the 
poison responsible for the disaster. An 





| ment could be presumed ҳо have been E 


yènt die: India | hei diy j June this 


aster. In 1975, when the licence to | 


another post — while UC-donated | 


leaks on inadequate safety measures, 
There have been seven accidents at- 
UC experts from the US visited Bhopal | 


equipment and safety problems there. |- 
It specifically pointed to the danger of- 
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Ше л : rato valve е 
the MI [manufacturing process. It aise 


use the. filling pro- 
Пу, 1 without back- 











age tanks” actually used to ‘store the 


highly toxic gas-at Bhopal — one of 


which sprang the fatal leak. It is not 


known whether work on these two de- 


ficiencies had been: completed before 
the disaster occurred. 


hen a. communist ере, o! 
“the state legislature raised the 
' issue some time ago, the state 
minister of labour, Tarasingh Viyogi 
in a statement he must now wish hac 
never been recorded, said: "Rs. 25€ 
million [US$20. 83 million] has beer 
invested in that factory. It is not а 
piece of stone which I can pick uf 
and place. at some other location 
And it is not that it is posing а big 
danger to Bhopal or that there i: 
any such possibility." In March 1983, ғ 
communist lawyer acting on behalf o: 
his party, warned the company agains! 
the danger of gas leakage from the 
plant. His warning also went unheed: 
ed. 

Reviewing the Bhopal plant' 5 safety 
record in the newspaper Jansatta in 











dministration talked of gettin 
aquiry. But no one knows wh; 


vere taken after the inquiries were 


ompleted or even if they were held at 
AS another colt 


ш 34 


an the | 0559, И pesticide SS 





Nê base of. a Hia hus c еа 
оеіеіу, it has yet to: develop the - 


oftware — the habits о thought and 
vürk, and an in-built industrial discip- 
me „~~ needed to makê: such a: society 
un ction smoothly. | MOS 

“He said: “Sociologists no doubt will 
rgue that the base always changes 
irst and the superstructure adjusts 
йу after an appreciable time lag, but 
his does not exonerate managers and 








jolicymakers at all levels of govern- | 


nent from the responsibility for trying 
o perceive the direction of change and 
msuring that this time lag is made as 
‘hort as possible.” | 

The attitude of the Indian au- 
horities aside, and whatever accusa- 
ions may be made about dereliction of 
luty, cronyism and sheer bureaucratic 
nefficiency, the question inevitably 
ias arisen of whether multinational 
'ompanies practise double standards 
n their operations at home and 
ibroad. UC runs an identical, but 
nuch bigger plant in West Virginia, 
jut. this apparently boasts a com- 
yuterised data-logging, or monitoring, 
‘ystem in contrast to Bhopal's purely 
nanual system. 

Whether import licences were 
ought for the equipment necessary 
or the computerisation of Bhopal is 


rot known, though it is believed . 


hat since the whole plant was im- 
sorted anyway, with Indian blessing, 
hese should not have posed a prob- 
em. 

Perhaps the most contentious issue 
hrown up by the Bhopal disaster is 
hat of compensation. Already, teams 
xf American lawyers have descended 
yn the devastated city in search of rich 
‘class-action” pickings — cases filed 
n. n their own initiative in US courts on 
‘ims. Two suits have already been 
taken out, for US$15 billion and 
US$20 billion respectively, and tens of 
thousands of survivors have signed up 
as claimants. Among the lawyers in- 
volved is flamboyant Hollywood attor- 
ney Melvin Belli, while another law 
firm — which won a similar class-ac- 
tion case on behalf of Vietnam War 
veterans — is also pue claims i in 
Bhopal. 












and Dow and the country’s | Е - 
largest industrial corporation, with 
Sets of US$10 billion and 1983 sa 


a hus (perry "les of. pri ducts 
from the plant dropped 23% last year 
| to US$17 million and the facility was 
operating at only one-third capacity. 
Indeed, the. company was seriously 
thinking about diversifying out of the 
methyl isocyanate—based pesticide 
that it mainly manufactures there. 
The pesticide, known as Sevin Car- 
baryl, was refined, after initial US 
development, by a team of Indian re- 
searchers, for extra strength and effi- 
ciency and could be used on 100 crops 
and some 180 types of insect. It was 
sold domestically, rather than ex- 
ported, and in 1983 sales dipped to 
1,500 tonnes, worth Rs 170 million 




















Minister An Smaka as: ха isles a ges- 
ture.” But the question remains 
corporate responsibility end wit! | mere 
financial and other assistance to those 
directly affected by the Sen and 
their families? 

























he disaster encompassed the 
whole of Bhopal and surrounding 
areas, and has affected its en- 
vironment: -— possibly for years to 
come. A large number of residents, ac- 
cording to doctors at the local Hamidia 
Hospital, could suffer from respiratory 


and thousands more will find their 
health impaired and their life expec- 

tancy reduced after the issue of com- 
pensation for those directly affected 
has been settled. A related question is 
whether rates of compensation should 
be different in India from those ac- 
cepted as reasonable in the multina- 
 tional's own country. 

Meanwhile, the horror of Bhopal 
continues, with pictures of the uniden- 
tified dead posted on city walls, and 
hospitals still inundated with victims, 
many being treated in corridors and 
tents. Aggravating the chaos was a 
walkout of junior doctors and interns 
at Hamidia Hospital on 12 December 
over an alleged assault by a city coun- 
ү cillor on a doctor who ‘discharged a 







(USŞ14. 17 million) from the 1982 Br 
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diseases and allergies for the rest of 
their lives. Thousands may go blind 


| at Bhopal, but at th 


| any non-Indian personni 
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Rs 140. 1 mi illio 
lion in 1982. After- 
93.2 million again ot 
Equity dividend has bı 
at 15% since 1981. 
Qut of UCI's 3.26 n 
up shares of Rs 10 e: 
company, UC, hold: 
provides its subsidi 
services, fees for w 
Rs 5.6 million. In ti 
had been employer 
















































ter there are not thes 





m to f Was a рте» 

‘cautionary measure prior to attempts 
to neutralise the remaining 30 tonne 
of MI still stored in an undergi 
tank at the UCI plant. Singh 
nounced he would stay at the plant 
during the neutralisation operation to 

reassure the populace. A state goverti- 

ment spokesman denied press reports. 
of a contingency plan for the evacua-. 
tion of Bhopal. 
































» Robert Manning writes from Washing: - 
ton: A US State Department official in 
W ashington told the Review: "Because 
Bhopal is so much smaller than the 
West Virginia plant neither Union 
Carbide nor apparently the Indian 
Government — or they wouldn't have 
approved the plant — thought the 
computer system was necessary." Ac- 
cording to US officials, the “scrubber” 
safety system was believed to have 
been adequate, and the State Depart- 
ment official said: “If there is any 
blame in not installing the computer 
system, Delhi must share it, because 
they approved the plant.” 

Asked whether the US would ap- 
prove the export of such a computer, 
the official said: “There would be по 
problem getting an expor t licence from 
our end." He added: "On the Indian 
side, if they produced such a computer 
locally, there would likely be some 
form of protectionism, but I don’t 
think that can produce such a com: 
puter completely ind: genously." : 
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' Malaysian cabinet approves a nuclear dump ina 
age site despite protests that it may not be safe 


X4 44. A. | nds ör deep granite caves 
as proposed by the PSG's own inves- 
tigators. The present site is near a town: 
of 2,000. on a tributary of a river system. 
that serves an estimated 100,000 peo- 
ple, according to environmentalists. 





By Lincoln Kaye in Kuala Lumpur 





espite the vocal protests of resi- 

! ts,  environmentalists апа 
politicians (including back-bench gov- 
ernment MPs), the Malaysian cabinet 
has approved a Japanese-Malaysian 
joint venture to site a nuclear-waste 
dump at Papan in a rural area of Perak 
state. 

The proposal had been stalled for 
nearly six months pending results of 
officially commissioned technical 
evaluations by foreign scientists. Op- 
ponents had also brought in experts of 
their own from Britain, the United 
States and Japan, but the government 
— dismissing these experts as "self- 
appointed" — came to its decision be- 
fore their findings were even pub- 
lished. 

Critics challenged the independence 
of the officially sponsored studies that 
formed the basis of the cabinet deci- 
sion. Why not let the private promoters 
of the scheme prove their environmen- 
tal case at their own expense, some 
asked? They also charged that Mit- 
subishi Chemical, which holds an esti- 
mated 35% stake and effective man- 
agement control in the joint venture, is 
more cavalier about radioactive risks 
in Malaysia than it would be in its Ja- 
panese home base. 

If opponents had looked forward to 
an informed debate of the scheme — 
armed with outside experts' findings 
— they were to be disappointed: de- 
tails of even the government-commis- 
sioned reports by Britain's National 
Radiological Protection Board (NRPB) 
and the United Nations International 
Atomic Energy Agency (IAEA) came 
out only after the cabinet decision had 
already been taken. 

Minister in the Prime Minister's De- 
partment Datuk James Ongkili first 
spelled out the IAEA's specifications 
for the disposal trenches in the process 
of announcing that the joint venture, 
Asian Rare Earth (ARE) Sdn Bhd, 
would get the go-ahead for its Papan 
dumpsite once they were met. 

Both the NRPB and the IAEA re- 
ports rejected as unsafe the three 
trenches already constructed by the 
company at Papan. The trenches will 
be used to store plastic bags full of 
thorium hydroxide slurry, a low-level 
radioactive by-product of “cracking” 
the tailings of the spent tin mines that 
dot the surrounding area of Perak. 

But with appropriate modifications 
and realignment, the dumpsite could 
be made "acceptably safe," the IAEA 
concluded — at least for the few de- 
cades it would take (in the estimate of 
ARE and its government backers) to 
develop a commercially viable process 
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which will use thorium as a nuclear fuel. 
But what if this technology. never 
materialises, opponents asked. Or 
what if thorium extraction became 
cheap enough to make the Papan dump 
cost-inefficient? Then the thorium hy- 
droxide — with an estimated radioac- 
tive life of 14 billion years — could 
wind up buried indefinitely in a site 
designed for only temporary storage — 
a point made in an open letter to Prime 
Minister Datuk Seri Mahathir 
Mohamad by Tan Ka Kheng, chairman 
of the Papan Support Group (PSG). 
Tan charged that the NRPB and 
IAEA reports were flawed by: 
» Over-generous, 1950s-vintage ideas 
of tolerable radiation levels. 
» Unrealistic expectations of the 
monitoring and enforcement of safety 





standards in the factory where the 
thorium will be produced and the 
roads over which it will travel. 

» Inadequate or inaccurate informa- 
tion about  epidemology,  "back- 
ground" radiation levels, demogra- 
phics and development plans in 
the region. NRPB researchers did not 
talk at all to Papan residents and their 
supporters, while the IAEA team met 
them only briefly. 


W orst of all, from the standpoint of 
the 16 citizens' groups in the PSG 
coalition, was the limited charter of the 
government-commissioned reports. 
The study teams focused mainly on 
how the dump at Papan could be 
brought within the experts' notions of 
tolerable risk levels. The NRPB and 
IAEA teams hardly assessed the pro- 
ject's underlying commercial viability, 
which rests on the still-unproven tech- 
nology of upgrading thorium as a reac- 
tor fuel. 


To emphasise how far they were 
from consensus with the company and) 
the government, Papan residents went 
on a day-long hunger strike in the 


wake of the cabinet decision and 


started digging up the access road to 
the dumpsite. 
Malaysian opponents of the scheme 


doubted how acceptable such a 


radioactive waste dump would be in 


Japan, and Mitsubishi did little to 


allay their scepticism. A joint letter to 
the company from the Environmental 
Protection Society of Malaysia and the 
Consumers Union of Japan pointed out 
that thorium is classed as a "nuclear 
fuel substance" under Japanese law, 
and would be subject to stringent 
production, transport and disposal 
standards. 

“Are you prepared to observe Japan- 
ese regulations [in Malaysia]?" the let- 
ter asks. Mitsubishi replied that it was 
"unable to answer," according to the 
Consumers Union of Japan. 

Some environmentalists, however, 
suspect that official "high-handed- 
ness" in the Papan issue is meant in 
part for Japanese consumption. Under 
its Look East policy, Mahathir's 
government is counting on Japanese 
help in such pet projects as the Proton: 
Saga, the Mitsubishi-backed Malay- 
sian car. By standing firm at Papan, 
critics charge, the government hopes to 
prove itself a cooperative business 
partner for Japanese and other foreign 
investors. 

There is also a question of face. Offi- 
cials seem to be getting increasingly 
squeamish about backing down on 
their initiatives in the face of popular 
pressure, critics claim. They cite, along 
with Papan, the example of the prop- 
osed commercial development of Bukit 
Cina, the ancient Chinese graveyard in 
Malacca. 

"This government seems to find it 
harder and harder to admit a mistake, " 
commented one opposition politician, 
"especially when the whistle-blowers 
come from outside the ruling coali- 
tion." 

The largely Chinese community of 
Papan, reputedly a one-time com- 
munist stronghold, has returned oppo- 
sition MPs for most of the period since 
independence in 1957 (though its pre- 
sent representative is a member of the 
ruling National Front). Forthe govern- 
ment to override residents' objections 
in such a place, critics suggest, might 
seem less politically costly than to 
force the issue in a mostly Malay kam- 
pung such as Parit, where the dump 
was originally planned prior to its 1982 
relocation in the wake of protests. gg 
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tégotiations on the fature of New Caledonia begin despite 
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i vicious ambush which kills 10 Kanak activists 


3y Hamish McDonald in Sydney 


elanesian independence groups in 

New Caledonia have held back 
heir anger after an ambush, appa- 
‘ently by French settlers, that killed 10 
{anak activists and are entering talks 
vith French authorities after lifting 
nost of the barricades that have closed 
Xf large parts of the territory since 
nid-November. | 
~The ambush at Hienghene оп the 
abt coast of the main island on 5 De- 
vember had threatened the initiatives 
aken by the new French representa- 
ive, former agriculture minister 
$dgard Pisani, who had arrived in 
New Caledonia only the day before 
with sweeping powers to resolve the 
Pacific territory's political deadlock 
yn the independence question. 

Kanak (Melanesian) supporters of 
he Kanak Socialist National Libera- 
ion Front (FLNKS) had rallied most 
Jf the 62,000 Kanak population behind 
з boycott of territorial elections held 
n 18 November. Since then, their bar- 
cades on roads and occupation of 
yovernment buildings had stopped 
novement throughout most of the ter- 
огу outside the capital of Noumea 
where most of the 54,000 Europeans 
ind 29,500 settlers of other races are 
*'oncentrated. 

Pisani called on the FLNKS to dis- 
mantle the barriers immediately so 
hat he could begin separate talks with 
ill parties from 15 December. The high 
'ommissioner gave himself until 5 
January to come up with a draft plan 
for self-determination. After discus- 
sion in the territory, he would take а 
‘inal recommendation back to Paris in 
February. Aware that Pisani was ef- 
fectively setting aside the com- 
promised 18 November election result, 
the FLNKS quickly agreed to his pro- 
posal after gaining agreement on re- 
lease of 17 members under arrest. 

Almost at the same time, 12 young 
FLNKS activists in two cars were re- 
turning home in a valley outside Hien- 
ghene in the evening of 5 December. 
They slowed as they came to a coconut 
tree felled across the roadway. Then 
the radiator of the first car hit an elec- 
tric wire with a dynamite charge at- 
tached, which exploded immediately, 
with devastating results. 

As survivors struggled to get away, 
the attackers opened fire with rifles 
and set dogs on the wounded. Nine of 
the Kanaks died on the spot, another in 
hospital. Among them were two 
brothers of the president of the 
FLNKS “provisional government,” 
Jean-Marie Tjibaou. 
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Despite the provocation, the FLNKS 
kept to its decision and barricades 
came down as Kanaks held an emo- 
tional funeral for the 10 dead, buried 
under the flag of their movement's 
self-declared “Republic of Kanaky.” 
French President Francois Mitterrand 
sent a letter of condolence to Tjibaou 
while French authorities searched for 
eight suspects in the bush around 
Hienghene, arresting seven people on 
10-11 December. 

Although the incident is attributed 
to diehard settlers opposed to indepen- 
dence, it may have had the effect of 
shocking the population into accepting 
dialogue with the authorities on this 
fundamental question. A demonstra- 
tion in favour of “law and order” call- 
ed by the anti-independence majority 
in the Territorial Assembly on 8 De- 
cember drew about 8,000 people but 
was subdued compared with previous 
manifestations by the European com- 
munity. 

Lifting of the FLNKS disruptions 
was expected to let economic life re- 
sume in the territory. Deliveries of ore 
from outlying mines to the huge smelt- 
er of Société Le Nickel in Noumea had 
been sporadic for three weeks, while 
commerce in Noumea slowed as Euro- 
peans apparently conserved money for 
possible emergencies. Immigration in- 
quiries at the Australian and New Zea- 
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land consulates in Noumea are be- 
lieved to have risen in recent weeks, re- 
flecting a rise in pessimism about the 
territory's existing mix of lifestyles 
continuing. 

The next crisis point is likely to come 
when Pisani announces his suggestions 
about how the territory’s future should 
be decided. To achieve a satisfactory 
outcome, Pisani will have to propose a 
franchise acceptable all round. 

The outnumbered Kanaks want to 
exclude the French, Polynesians and 
Wallis Islanders who arrived in big 
numbers during the 1960s and 1970s — 
perhaps 20,000 people — and let only 
those with at least one parent born in 
the territory have a vote. The settlers 
propose a universal “multiracial” 
franchise, which on all the evidence so 
far would keep New Caledonia a dis- 
tant part of France. п 


Close to the chest 


Paris is watching developments in New Caledonia 
but in the end may wash its hands of the affair 


By Jean-Pierre Lehmann in Paris 


F rench opinion over New Caledonia 
is not so much divided as anxious in 
face of the intractability of the prob- 
lem. Talk of “another Algeria” or “not 
another Algeria” is found in the press 
and in conversations, as though the 
New Caledonia issue had parallels 
with Algeria 25 years ago. 

There is also an obvious racial di- 
mension, The French Government, in 
its electoral programme favoured the 
independence of New Caledonia and 
the emancipation of Kanaks. The 
problem, of course, is that New 
Caledonia is not Algeria and, while 
Kanaks are the biggest ethnic group, 
they are not in the majority. 

Views on the racial dimension vary. 
A feature of French politics recently 
has been the strong emergence of the 
far Right Front National (FN) which 


won 100% of the votes in the European 
Parliament elections. The leader of FN, 
Jean-Marie le Pen, has found strong 
support for his racist views that whites 
are being pushed around by other races 
and that successive French govern- 
ments have been too weak. As a result, 
the possibility that Kanaks could oust 
the French is seen in rightwing circles 
as further evidence of sell-out 

Leftists are clearly uneasy about the 
economic oppression of Kanaks and 
are favourable to the principle of self- 
determination. The problem is how to 
put principle into practice. Conserva- 
tives argue that it is by no means clea! 
that all or even a majority of Kanaks 
want independence and point out that 
Dick Ukeiwe, the president of New 
Caledonia following the 18 November 
elections is a Kanak. 
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1 and соо regressive, being 
iscent of the solution tried in 


ue of two referenda. 








Noumea, repercussions are [ей in 
aris. While the hiring of mercenaries 


condemned by all, with the exception 
{Һе NF, Fr ench President Francois 


president of the self-proclaimed provi- 
sional government of Kanaky, Jean- 


de facto recognition of an illegal gov- 
ernment. 
Meanwhile, the issues of national 
prestige and the geopolitical signifi- 
cance of New Caledonia, especially 
vis-a-vis Tahiti, clearly arise. Conser- 
atives have raised the spectre of a 
Soviet takeover if France leaves; they 
also argued that rebel Kanak members 
or the Kanak Socialist National Liber- 
“ation Front. (Е.К) receive arms 
‘from the Soviet Union. They also link 
the problem with French African af- 
airs in that FLNKS militants received 
raining in Libya. 
Suspicion also is felt regarding Aus- 
tralian ambitions in the area in view 
Of support given by Australian trade 
unions to the FLNKS. The conserva- 
ive Roman Catholie newspaper La 
?roixr in an article on 8 December even 
меа at a Japanese economic take- 
yver of New Caledonia, given their al- 
ged interest in tourism, nickel, 
hrimp farming, seaweed and cultured 
pearls. 
As the government awaits the report 
of special representative Edgar Pisani, 
‘ive former Gaullist MPs have been 
meeting on an emergency basis. to con- 
ider the problem. The Gaullist posi- 
ion is that Paris must stand firm in the 
ace of terrorism and operateon the as- 
sumption that all citizens of New 
Caledonia аге to be considered 
Frenchmen unless and until a majority 
decides otherwise. 
For the time being, the government 
is playing its cards very close to the 
chest. While political parties use ur 
Caledonia as a political football, 
eems that not many members of те 
oublie аге all that interested in the 
matter. New Caledonia is far away and 
e mid-1980s are different from the 
960s. In short, New Caledonia is not 
Igeria. Thus, while the government 
ay suffer somewhat from a messy sol- 
tion, the damage is likely to be lim- 
ited. Everyone agrees that the situa- 
tion is messy and other issues are much 

















and for gotten. 


feria with Europeans and Muslims. 
en Jospin’s own party is split on the: 
‘As divisions grow and passions rise 


id the Hienghene massacre have been ` 


terrand has been criticised for hav-: 
sent a condolence telegram to the 


Marie Tjibaou, as this is tantamount to. 


more important. The feeling is that the 
Kanaks will be granted independence. 


Mahatma Gandhi (norelation to Ra]iv) 
and projects Jawaharlal Nehru -— 
India’s first prime minister and Rajiv's 


| design" 


to е threats. М 





ву Mohan Ram in New Delhi 


Ithough he lacks his mother's 
charisma, Prime Ministe : 
Gandhi is imitating  assas: 
prime minister Indira Gandhi's cam- 
paign style in the run-up to India's na- 
tional elections, scheduled for 24-27 
December. By virtue of hisoffice, Rajiv 
is entitled to use military aire raft and 
helicopters in his pursuit of votes and 
he is making full use of the oppor- 
tunities, addressing a score of meetings 

everyday. | 
Gandhi collects crowds because peo- 
ple in remote areas, who have never 


seen a helicopter before, love the spec- | 
e can convert curious. 


tacle. Whethe: 
crowds into voters remains to be seen. 

iandhi has launched his. Congress 

party's campaign on an aggressive and 





confrontationist note. He has tried to. 
make perceived threats to India’s unity 


and integrity at home and from abroad 
the sole issue of the campaign and has 
suggested that the entire opposition 
has been aiding anti-national forces. 
His party’s manifesto, released four 
ays after he launched what the oppo- 
sition describes as “divisive” cam- 
paigning, invokes the legacy of 


grandfather — Mrs Gandhi and Rajiv 
as the sure line of succession symbolis- 
ing the nation, stability, continuity 
and change. 


The party’s.manifesto echoes what. 
Gandhi and his aides have been sayin g 


all along — that there is a serious 


threat to the unity and integrity of the 


country on a scale unequalled since in- 
dependence; that the COS CHER to 
India's security comes from *, ; 
munal, subversive and 
forces and their external allies," 
together have created “. . . à vicious 
and unholy plan to divide. India" be- 
cause of India's potential challenge to 
the "international grand design" of 
unnamed external powers. 


And Gandhi and his party's mani- | 


festo have not risen above the tempta- 
tion to make political capital of Mrs 
Gandhis 31 October assassination, 
which they project as part of a ' ‘wider 
to which the opposition is 
being linked, however vaguely. 

The theme of national unt 
emotive one, traceable to Mrs Ga 


insistence since her return to power in 
reats - 


1980 that India faced the twin th 
of internal d sorder and ext 
version — ànd linking the. : 





.com- 
separatist, 
who 








v | in 1977-79 before splitting up, hast 


votes i in the general election 


m ental to "National interests. He says 
that an. E T cannot even 





pectre of foreign. al 









The Janata Party, which. held of fi 


































































these charges with the question:why | 
has the Congress government permit- 
ted the situation to assume such criti- - 

cal. proportions? And the Janata 
Party's manifesto criticises the Con- 
gress for its dependence on “one soli- 
tarv person [Gandhi] and a single 
household resulting i in a dynasty, sur- 
rounded by a coterie.’ 

Overall, the non-communist opposi- 
tion believes t country's unity is best 
safeguarded t a national recon- 









5. govern- 
ment: | he iour is а new 
polity: ое 

leaderst 
sensus. 






he раке 6 (Socialist) mani- 

festo hopes that the elections will 
throw up an alternative to Gandhi's 
Congress (1) party. It sets its sights on a 
lasting coalition. government which 
would be responsive to a wider seg- 
ment of the population. The Com- 
munist Party of India-Marxist and the 





. less militant Communist Party of India 


are fora "Left and democratic alterna- 


tive" to the Congress. 


Two regionally based parties, ihe 
Telugu Desam, which rules Andhra 
Pradesh, and the Dravida Munnetra 








Kazhagam, which is trying to regain 


power in Tamil Nadu, have raised the 
issues of greater ‘autonomy for the 
states and a greater share of power for 
regional parties іп New Delhi. — 
The fact that no opposition. party i is 
contesting even half of the 514 seats is 
evidence that none of them hopes to 
gain enough votes to replace the Con- 
gress. Most opposition parties are talk- 
ing of a coalition of some kind, though 
on their own terms. Gandhi, whose 
campaigning does not augur well for a 
oe reconciliation or consensus, 
'annot ignore the possibility of a post- 
election alition of opposition parties 
in the event his party fails at the elec- 
tion. | 
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MADE, HE TOOK WATER AND WASHED HIS HAN 


HONGKONG 





The short goodbye 


WHEN PILATE SAW THAT HE COULD PREVAIL All NOTHING, BUT THAT RATHER A TUMULT WAS 


St Matthew 27, verse 254 





After the years of negotiation and all the self-congratulation, 
only 50 MPs turn up to approve the end of British rule 


By James Bartholomew in London 


n the day of the debate on Britain's 
draft agreement with China over 
the future of Hongkong, the House of 
Commons was full to bursting point. 
The Speaker of the House had to ap- 
peal for order as passions rose on both 
sides before a press gallery full of Bri- 
tain's leading political commentators. 
But the excitement was not about 
Hongkong. It was a heated debate over 
student grants which was pushed into 
the order paper ahead of the Hongkong 
debate. When the scheduled debate on 
Hongkong finally began, two hours 
late, there was a hurried exodus, leav- 
ing only about 50 of parliament's 635 
members behind, graphically illustrat- 
ing the fact that, as far as MPs are con- 
cerned, even before the signing of the 
agreement, Hongkong is in the out 
tray. 
The attendance in the house, in fact, 
though small, actually gave an exag- 
gerated impression of the interest in 


. Britain in what now happens to Hong- 


kong. The debate deciding the future of 


. 5 million people did not make the front 


page of a single British newspaper. 

In May, during the last big debate on 
Hongkong, there were fears among 
MPsthat the whole issue could blow up 
in their faces. There was always the 
fear at the back of their minds that 
negotiations might break down and 
millions of Hongkong people might 
have wanted to emigrate to Britain. 

The country, of course, would never 
accept any more large-scale immigra- 
tion of people of a different race. This 
is a refusal rooted in the vast majority 
of the people and one which no politi- 


16 


cian of any party hoping for office 
dares to challenge. But the politicians 
would have felt guilty about it. That is 
why they are so relieved and pleased by 
the Sino-British accord. Their consci- 
ences are not going to be troubled. 

Little surprise then that during the 
debate they fulsomely congratulated 
Foreign Secretary Sir Geoffrey Howe 
for negotiating the agreement. They 
congratulated the Foreign Office dip- 
lomats, they congratulated the Hong- 
kong Government, the Chinese Gov- 
ernment and indeed anybody else con- 
nected with the whole affair. It was 
like a quiet celebration in one of Lon- 
don's gentlemen's clubs. 

The debate was at no point about the 
agreement itself. It was assumed by 
everybody that the agreement would 
be accepted by the house without dis- 
sent — as indeed proved the case. Any- 
way, the government had made it plain 
that the agreement could not be 
amended — only ac- 
cepted or rejected. So 
instead of dealing with 
the agreement, the 
members talked about 
other things. The sub- 
jects raised were: 

» Greater democracy 
for Hongkong. Being 
elected themselves, 
MPs have a natural in- 
clination towards 
democracy. But the 
(appointed) Unofficial 
Members of the Hong- 
kong Executive and 
Legislative Councils 


4 d reet eleetions-are- not suitable for 
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Hongkong. The Foreign Office doubt- 


less told t me thing. The argu- 
ment wa: f 
up too ch tre 


ocracy would stir 
le, especially with 
Peking. Ironically it was former prime 
minister Edward Heath, one of the first 
to accept the return of Hongkong to 
China, who challenged this idea most 
forcefully, criticising the democratic 
moves so far as “grudging.” 
» "Operation haven." This plan, to or- 
ganise a number. of countries to take 
refugees from Hongkong should the 
agreement. go wrong, was recom- 
mended by Denis Healey, the Labour 
Party spokesman on foreign affairs. It 
received patchy support in the debate 
but was roundly squashed by Richard 
Luce, minister of state with responsi- 
bility for Hongkong. This was not the 
time to show lack of faith in the agree- 
ment, he said. Other countries would 
be surprised and the people of Hong- 
kong would be worried. His comments 
were greeted with many murmurs of 
"hear, hear.” 
» Nationality. MPs expressed concern 
that children born to non-Chinese 
Hongkong belongers after 1997 might 
become stateless. The government re- 
peated its familiar line that no one will 
be allowed to become stateless, though 
the exact procedure has not yet been 
decided. Enoch Powell, the most out- 
spoken opponent of immigration to 
Britain, warned against signs he saw of 
growing pressure to let Hongkong peo- 
ple into Britain. 
» Hongkong representation on the 
joint liaison group and in the framing 
of the basic law for Hongkong. Every 
MP thought that Hongkong represen- 
tation was "a good thing," but they 
recognised that Hongkong influence 
on the basic law was a matter for the 
Chinese Government, not British MPs. 
Meanwhile, the British Government 
said there would be Hongkong rep- 
resentation on the British side of the 
joint liaison group, but this would be 
limited to Hongkong Government offi- 
cials. 
» An annual government report and 
debate on Hongkong. This idea, mostly 
credited to unofficial Executive Coun- 
cil member Lydia Dunn, 
was widely supported, 
though some MPs did not 
think it should be debated 
every single year. The 
sentiments in favour of an 
annual reminder of 
Hongkong's existence 
was reminiscent of some- 
one at a cocktail party 
saying "we must keep in 
touch." The sentiment re- 
flects more on the 
realities of separation 
than on a real possibility 
that interest and contact 
will be maintained. п 
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MILD SEVEN 


Japan's Best Selling Cigarette 


Make it a Mild Smoke. 
Mild Seven. 
Smooth, rich, rewarding. 
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з Chase Partnership at work. From left to right: Thamrin Tedja, P. T. Lantai Keramik Mas (Ong Group); Okkei Monterie, Chase Indonesia; Francis X. Shea, Chase and 
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The © Ong Group of companies is бе involved 
| | estate and ¢ ceramics sto 





in everything from rubber, rea 
banking ing, finance, gold, stock and cot 
— often in many : countries | 
. That's why a global тенок and i мані 
548 berti se are such vi ital components in our reiationshiy 
with: them. 
The Chase Partnership. _ 
A simple but dynamic approach which enables us t 


serve yan better - — whatever your busi ness. 




















THE AT&T INTERNATIONAL BUSINESS NETWORK: 


IT MAKES USING THE PHONE 
A SOUND BUSINESS DECISION. 


Talking business with the AT&T's international audio frequently. A network that takes 
US. on the AT&T Network saves teleconferencing service is cost you everywhere in the US. 
a lot of money. effective, too. And operators to arrange 
First, it's the fastest way. AT&T's operators can put teleconferencing. 
Anything that saves time 15 you in touch with as many as 60 More cost-effective services 
like money in the bank. locations in the US. at one time. for your business from the ATST 
Next,the AT&T Network goes Which means you can get International Business Network. 
PARIS CHICAGO ИЧЕ STATU: POOR TROC OPERI ES 
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to every phone in the US, everyone you do business with 
no matter how remote the area. coast to coast together more 

And offers operators, should 
you need help. 

Then there's the fact that 
nothing gets attention like an 
international call. 

And when you get atten- 
tion, you get results. fast. 

Calling adds a personal 
touch. An informal conversation 
lets you exchange ideas, 
persuade and convince. 
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Get а quick decision. y ~ d 

Just the tone of a voice di d | EE EE A 
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сап set you on the right track. 
You can clear up misunder- 
standings. And you can nego- 
tiate and close a deal before you 
Say goodbye. 
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Sabena Business Class proves that air travel can still be a pleasure. 








Sabena. 
Savoir faire in the air. 





Now Business Class gets a new meaning 
when you fly via Brussels. 


There have always been good reasons for fly- 
ing Sabena to Europe via Brussels.The capital 
of the EEC provides an ideally located gateway 


to the rest of Europe.Flights are convenient- 


ly timed and Brussels airport is compact and 
hassle-free. 
And now, the airline that's renowned for 


looking after its passengers' well-being an- 
nounces that its Business Class, already avail- 


able in Europe and across the Atlantic, will 


soon be extended worldwide. Enjoy the undivid- 


Make sure you're booked aboard 


ed attention of a special cabin staff, an extra 
wide range of reading matter, Sabena s Supe 
rior cuisine served on special tableware and 
complimentary cocktails, wines and liqueurs 
served in real glasses. At Brussels airport you'll 
also find a special quick check-in and Business 
Class lounge. 
That's Sabena savoir faire. 


Your travel agent or Sabena office has all the details 
about Sabena's worldwide network. 


SABENA 
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JAPAN 


The prime minister's charisma helps win friends and influence nations 


The Nakasone style 


By Charles Smith and Derek Davies in Tokyo 


Prime Minister Ya- 
suhiro Nakasone has 
set himself apart 
from his immediate 
predecessors in two 
wavs during slight- 
ly more than 24 
4 months in office 
JAPANSS | as leader of Ja- 
WIDER WORLD pan’s ruling Liberal 
Democratic Party 
(LDP). Nakasone is the first LDP 
leader in 12 years to have won re- 
election to a second term as party pre- 
sident and consequently — because of 
the party’s overall majority in the 
lower house of the Diet — as prime 
minister. 

His second claim to distinction is 
perhaps more remarkable. In the face 
of a political tradition that prefers a 
“homely” — not to say inarticulate — 
style of leadership from its politicians, 
Nakasone has shown himself to be al- 
most embarrassingly good at making 
his position clear on some of the major 
issues facing Ja- 
pan. Not afraid to * 
air his English- 
speaking ability in 
conversations with 
Western leaders — 
or, for that matter, 
his hastily learned 
mastery of a few 
Korean phrases 
during a visit to 
Seoul — Nakasone 
prides himself on 
being the first Ja- 
panese leader in 
decades capable of 
true "personal di- 
plomacy" vis-a-vis other nations. 

The now famous  "Ron-Yasu" 
relationship. established between 
Nakasone and United States President 
Ronald Reagan during an epoch-mak- 
ing visit to Washington in 1983, is the 
celebrated example of the prime 
minister using his personal charisma 
to make friends and influence people. 
Butit is by no means the only example. 
In meetings with South Korean Presi- 
dent. Chun Doo Hwan, Chinese Com- 
munist Party General Secretary Hu Yao- 
bang, Indonesian President Suharto and 
others, the Nakasone approach seems 
to have helped clear away some of the 
fog which used to shroud the Japanese 
image elsewhere in the region. 

Nakasone's foreign-policy success- 
es, coupled with a happily timed eco- 
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nomic recovery which owed more to 
events outside Japan than to successful 
management of the domestic economy, 
helped the prime minister to score im- 
pressive poll ratings during much of 
his first two years in office. In October, 
a majority of polls gave him the best 
showing over a similar period of any 
post-war Japanese prime minister 
even including the legendary Shigeru 
Yoshida, who dominated Japanese 
conservative politics in the 1950s. 
Popularity as measured by the polls, 
however, does not necessarily guaran- 
tee support within the LDP, as 
Nakasone discovered when the time 
came for him to seek re-election to a 


second term as party president at the | 


end of October. In the event, Nakasone 
was re-elected without any formal op- 
position from other LDP faction lead- 
ers, but before this stage was reached 
he had to face a chorus of complaints 
about his personal style — and about 
his neglect of day-to-day party house- 


keeping — from LDP veterans and | 


JOE MANGUNO 


Reagan; Chun; Suharto; Hu; Nakasone: 
defogging the Japanese image. 













backroom leaders such as formel 
prime ministers Takeo Fukuda and 
Zenko Suzuki. 

Nakasone's worst moment in the re- 
election process came when Susumu 
Nikaido — LDP vice-president and 
second in command of the huge faction 
led by former prime minister Kakuei 
Tanaka, which was supposed to be sol- 
idly behind Nakasone let slip the 
news that he had been asked by Suzuki 
to run as an "anti-Nakasone" candi- 
date and had almost decided to do so 


akasone's return to office "by 
courtesy of Mr Nikaido" was à 
much lesstriumphant event than 
his original elevation to party leader 
after Suzuki unexpectedly bowed out 
in late 1982. It could also turn out to 
have been the prelude to less- 
euphoric second term as prime minis- 
ter. Apart from the fact that Nakasone 


has been symbolically rapped on the 


knuckles by the LDP's power brokers 
and faction leaders, he now faces a num- 
ber of critical po- 
licy dilemmas 
which mav not be 
amenable to the 


тюбе» 


kind of finessing 
that helped him 
over some earlier 
hurdles, such as 
how to handle 
the uproar over 


Tanaka's October 
1983 conviction in 


the Lockheed 
bribery case 

The two most 
urgent issues fac- 
ing the prime 


minister immediately after his re-elec- 
tion as party leader were whether to 
support proposals for a tax-reform 
programme that would help to reduce 
the chronic fiscal deficit — but which is 
likely to be very unpopular with busi- 
ness as well as consumers — and wi 
ther to accept that Japan can no longer 
confine its defence spending within the 
"sacred" limit of 1% of GNP, estab- 
lished in 1976 under the administration 
of prime minister Takeo Miki. With re- 
gard to both these issues, Nakasone 
seems to have been leading his party 
from behind during the past few weeks 


wri í^- 


— unless this is merely an unchara: 
teristic case of the prime minister de- 
serting his normal go-ahead style for 
traditional LDP consensus procedures 
Nakasone's stated position on the 
23 
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ng for : 


itrative reform." This is another 
of saying cutting out the surplus 
in an already fairly slim adminis- 
tion, rather than by bringing the na- 


se of other advanced countries by 
‘introduction of an indirect tax on 
sumption. 

is position is no longer accepted 
7 top LDP policymakers, such as 
{у secretarv-general Shin Kane- 
aru and policy affairs research coun- 
"chairman Masavuki Fujio. Both 
nemaru, who happens to be a close 
itical associate of Nakasone, and 
ijio, who belongs to the rival Fukuda 
ction, now see tax increases as an in- 
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REVIEW editor 
Derek. Davies and 
‘Tokyo bureau chief 
Charles Smith were 
granted an inter- 
view with Japanese 
Prime Minister 





k" 


27 November at 
‘official resi- 


оп 


his 





Lóninu t are extracts from the ques- 
ions and answers: 


Your re-election gives you a fresh op- 
jortunity to plot new directions for 





wly active role in regional issues, 
m Cambodia to the Gulf, and you 
ave instituted studies in crisis man- 





: at жы ‘that is necessary if 
am isto contribute to global peace 
«Stability. I have: adopted this 
e eat the two economic su imits i 









on’s tax system more into line with | 


Yasuhiro: Nakasone 


dence in Tokyo. The. 


an. Already Tokyo. is playing а. 


he painfully E process of “ad- | 


| к himself states that he „places 





to sling to the ded ofa | $0 ne 
pending solely on administrative re 
form, though his party advisers claim 


that he has agreed to the establishment 
“of a special commission which, will | 
study tax reform in the first half of 


1985. 

On the still more sensitive issue of 
defence, Nakasone's position con- 
tinues to be that the government will 

"confine" spending within the 1% 


limit, come what may. To his advisers 


at the Japan Defence Agency (JDA), 
and within the party, this now appears 
untenable. According to most esti- 
mates, the government will find it al- 
most impossible to compile a defence 
budget for 1985 which does not either 





so on, US-East Asia relations have not 
been subjected to White House crisis 
management and are thus at an all- 
time high. Is Japan in any sense moving 
into a diplomatie vacuum created by 
the US taking a back seat? 

The US, I think, is still placing great 
importance on Asia, and I do not be- 
lieve for one moment that it is losing 


interest in the region. I regard the cur- 
rent situation as featuring full coope- 
ration by Japan with the US in Asian 


affairs. I believe that the US is deter- 
mined to continue its presence in Asia, 
just as Japan continues tobe important 


to Asia. 


Ever sincê 1978, the volume of trans- 
Pacific trade between the US and Asia 
has been greater than US-Europe 
trade and today, I believe, exceeds the 
trans-Atlantic trade by a margin of 
about | US$30  -;bilion. President 
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ma woul Не; gover nment to 
adopt шашу optimistic GNP forecast | 
-for fiscal 1985 — thereby increasing 
. the amount of spending that. could be 
fitted into the 1% framework. The cold 
economic facts, however, are that 
Japan's GNP is likely to grow more 
slowly in 1985 than in 1984, as well as 
more slow] y than was being forecast à 
month.or two ago. The government 
thus seems to be faced with a choice of 
either adopting a new defence-expen- 
 diture ceiling — say 1.4% of GNP — for 
the next few years, or of dropping the. 
idea of a ceiling altogether. pi 

Nakasone's personal preference, 

given his traditionally hawkish stance 
on defence issues, , might welt be to 9 go, 








New Year? Do you think it needs any | 
new international organisation, and = 
what role do you feel Japan should 
play? 

On the pan-Pacific-basin coopera- 
tion concept, Japan — and I firmly be- 
lieve, the US as well — has absolutely 
no intention whatever of dominating 
the region by means of such coopera- 
tion. It is around the goal of promoting 
peace and stability of the region that 
our promotion of such a concept is 
centred. The basic aim is to expand the 
network of economic and cultural 
links, of technological transfers and 
technical cooperation, as well as an in- 


creasing exchange of people. 


Looking at world history we can see 
a trend — as the centre of prosperity 
, expanded from the Mediterranean to 
the Atlantic, then from the Atlantic to 
the Pacific. We must say this without 
reviving the hateful memories of the 
nightmare of the Greater East Asia Co- 
Prosperity Sphere. But I do believe 
that East Asia is the world's most 
dynamic and energetic region as well 
as being the world's most peaceful and 
stable region. Therefore I believe that 


it isin tune with the trend of history for 


the countries of this region to coope- 
rate in the sorts of fields I have men- 
tioned. 

However, one cannot compare this 
region with the European Community, 
rexample. Europe is a compact set of 
operative countries, sharing one re- 
gion — Christianity — and similar. 
tural backgrounds. This closely 
t community contrasts with the 


variety and size of the Pacific basin. 


Furthermore, the former colonial pow- 
suchas Britain and France, plus the - 
retain their interests in this region. 
деге e the Pacific concept cannot 


1 am fully. aware that the Asean 
untries. have been alarmed at this 


cent. meeting of Asean foreign 
ers carta, my observation is 
astrong inte 







. But, after the developments at... 








for the second of (Een ions 

keep public opinion behind him 
practical politician, however, the 
prime minister knows that he faces a 
public which has become hypersensi- 
tive to anything that smells of Japan- 
ese re-armament. This public does not 
only consist of the important segment 
of Japan's s population which is broadly 
pacifist in outlook and whose views are 
enshrined in the editorials of the Asahi 
Shimbun — Japan's second biggest 
daily newspaper. 

It also includes some tens, if not hun- 
dreds, of millions of people throughout 
East Asia for whom the words “Great- 
er East Asia Co-Prosperity Sphere" 
still stir alarming memories. One of 
Tokyo's major goals during World War 
II was to establish an economic system 
in Asia which would be dominated bv 
Japan. 


and a positive posture towards this 
Pacific concept. These moves I wel- 
come. 

I think the proper, wise way of pro- 
ceeding with this general notion is for 
the Asean countries to take the initia- 
tive first of all, formulating a kind of 
loose, cooperative network, starting 
first from the private level. Eventually, 
this network should develop into an 
organisation. 


You have said that Japan's more posi- 
tive role has the support of the major- 
ity of Japanese people. However, any 
policy thrust favouring an unambigu- 
ous identification with the Western al- 
liance comes up against: 

» The "Yoshida framework," which 
has caused you in the past to advocate 
revising the constitution, repealing its 
"war-renouncing" Article 9 and mak- 
ing the US-Japan security treaty more 
"mutual." 

» The 1976 Defence Outline and the 
Takeo Miki cabinet's 1?5 of the gross 
national product ceiling on defence 
spending. 

» Theapparently deep commitment of 
the majority of the Ja- 
panese people to paci- 
fism. 

Do you intend to take 
any measures to 
change the constitu- 
tion, the present de- 
fence guidelines or Ja- 
panese psychology? 

It is a fact that there 
are certain conditions, 
including those vou 
have cited, governing 
the defence of Japan. 
But it is also a fact that 
we have been able — 
wisely, I think — to 
form a national con- 
sensus on defence and 
on the conditions góv- 
erning our policies, 
both today and in tlie 
future. These are, first; 
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тяг 
g political leaders in F at 
an is an essentially harm- 
ig — uh no longer weaponless — 
great power, will call for all of 
Nakasone's well-known resources of 
charm and persuasiveness during the 
next few months. Putting to rest 
domestic apprehensions will be almost 
as difficult — particularly in view of 
the prime minister's reputation as a 
covert hawk. 

Because he is unlikely to be more 
than partially. successful in confront- 
ing any of the challenges now facing 
him, the Nakasone who hands over 
power in late 1986 will probably look a 
good deal less of a superman than the 
mid-1984 version, and may even have 
come to be perceived as a rather human 
and battered politician. This does not 
mean that Nakasone's second term is 
likely to set the stage for a return to the 


that Japan will be solely committed to 
its own self-defence. We will observe 
the three non-nuclear principles. 
Further, Japan will never become a 
major military power capable of 
threatening other countries. 

The immediate task now confronting 
us is to achieve the levels suggested 
under the general defence guidelines. I 
shall make steady and careful efforts 
towards this end, and defence expen- 
ditures will be confined within 1% of 
our GNP. We also always have to be 
watchful that the Southeast Asian na- 
tions or neighbouring countries do not 
become alarmed by getting the idea 
that Japan is becoming a major mili- 
tary power. 

At the same time, there is a change 
under way in the East Asian military 
situation due to the military build-up 
of the other side. We are also expected 
to make every effort in managing our 
resources to make the most effective 
contribution to the Japan-US Security 
Arrangement. 

Another factor we cannot ignore is 
that the Japanese Government is faced 
with very severe financial difficulties. 
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rehenes and inarticulate stvle that 


was the hallmark of LDP leaders be- 
fore 1982 

Nakasone's early successes in build- 
ing a bridge of understanding with 
neighbours and allies are something 
that his successors will have to trv to 
maintain, whatever their personal 
traits. Not only that, at least two of the 
men who seem most likely to step into 
the prime minister's shoes are natural 
verbal communicators. One of them, 
Kiichi Mivazawa, now chairman of the 
LDP executive council, is probably 
the most fluent English-speaker in 


Japanese politics as well as leading 


LDP intellectual. The other, Shin- 
taro Abe, has established a reputation 
in his own right for persona! diplo- 
macy during his extended period as 
the Nakasone cabinet's foreign minis- 


ter. ü 
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So, year by year, we are seeking the 
path which will enable us to find a har- 
monious balance between all these po- 
licy issues and the problems surround- 
ing them, and so achieve the most ef- 
fective management of the security ar- 
rangement. 


Your critics claim that the upgrading 
of Japan's self-defence capabilities, 
including a role for Japan as a “float- 
ing aircraft carrier,” or as a block to 
the sea straits needed by the Soviet far 
eastern fleets, unnecessarily provokes 
Moscow. Have the recent contacts with 
Moscow resulted in any progress, par- 
ticularly on the continued Soviet 
occupation of Japan's northern is- 
lands? 

First, on the issue of the northern 
territories, there 15 no c ae But it is 
a fact that both sides, Japan and the 
Soviet Union, are fostering an atmos- 
phere conducive to dialogue. We are 
not denying or evading such а 
dialogue, but responding with the aim 
of solving the issues between us. Japan 
must do whatever is necessary to se- 
cure its own safety. Of course, abouta 
year and a half ago 
we heard certain 
rumbling noises from 
up north, but today we 
are hearing voices de- 
siring a dialogue If 
that is so. will re- 
spond 
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Your April 1984 visit 
to China and the wide 
publication of your Pe- 
king University speech 
[questioning China's 
future political stabil- 
ity without arousing 
Chinese criticism] 
seem to have marked a 
new era in Sino-Ja- 
panese relations on à 
basis of let-bygones- 
be-bygones and equal- 
ity. What major bene- 
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I believe that it is essential for peace 
in both Asia and the world that Japan 
and China maintain friendly and 
cooperative relations in a long-term, 


` stable manner. Therefore the mainte- 


nance of Japan-China friendship is one 
of my most important policy priorities. 
I am very grateful that, thanks to the 
great efforts both of my predecessors . . . 
. and those of China's present leaders, 
we are now enjoying a very good re- 
lationship with China. I am very happy 
about this. And I have agreed with 
[General Secretary] Hu Yaobang as 
well as Prime Minister Zhao Ziyang 
that Japan and China should maintain 
a relationship into the 21st century 











Japan is widely ad- 
mired for its single- 
minded pursuit of 
well-defined па- 
tional objectives. 
But for the Japan- 
ese, success often 
portends tragedy, 
since once set on 
course the Japanese 
seem to have a near- 
fatal inability to change, short of 
domestic upheavals or foreign inva- 
sion. It took the Meiji Restoration of 
1867 to drag the country out of 300 
years of seclusion and set Japan in pur- 
suit of international power and pres- 
tige which, in the end, proved disas- 
trous and was only ended by the Ame- 
rican Occupation following Japan's 
defeat in World War II. 

Once again Japan appears to be fac- 
ing this predicament. It has achieved 
most of the objectives laid down by the 
policymaking elite, which 
centred on one of the first post-war 
prime ministers, Shigeru Yoshida. 
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. Japan today is stable, prosperous and 


democratic. But the products of its 
success provoke in the Japanese as 
much anxiety as pride. There is a sense 
of fatalism about its trade surpluses 
and a fear that Japan's newly aquired 


international standing may only lead 


to the dangerous entanglements of 
Where to go from 


This is the debiti Prime Minister 
Yasuhiro Nakasone hopes to answer in 
his second term. He has a few concrete 


` objectives — breach the 1% ceiling on 
. defence spending, visit Moscow and 
. give the Pacific basin community a 
„hard knock along the way — each of 


which is ambitious enough by itself. 


But Nakasone hopes to go down in his- 
' tory as the man who changed Japan's 
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Japan's 'omni-direction' 
_ is now dead апа gone 
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benefit. 

These relations are bringing Hutê 
benefits to Japan and China, contribut- 
ing to the peace and stability of both 
countries. We also welcome China's 
open-door policy and we are cooperat- 
ing with their modernisation efforts. 


We understand that China and Japan 
have been discussing at quite high 
levels the Korea problem. Is this so, 
and do you hope the new relationship 
between Peking and Tokyo will result 
in any lessening of tension on the Ko- 
rean peninsula? 

I first of all wish to welcome the 
development of the direct dialogue re- 





self-image of a vulnerable and impo- 
tent economic giant driven by com- 
mercial instincts, with nothing that 
could be properly dignified as a foreign 
policy. 

He is looking for a way to crystallise 
a new consensus around the image of 
Japan as world citizen, with interests 
and principles at stake in the interna- 
tional community and all the self-es- 
teem of a fully sovereign nation. What- 
ever the “Nakasone doctrine” turns 
out to be, it will have as much to do 
with the mysterious logic of the Japan- 
ese consensus as with the real world. 

That Japan already has emerged 
with a new political role in Asia is more 
apparent to its neighbours than to the 
Japanese themselves. “The days of 
[Japan's] chronically ambivalent and 
evasive ‘omni-directional’ diplomacy 
are clearly gone for good,” commented 


a Tokyo-based Asian diplomat. “Af- · 


ghanistan was the watershed which 
brought home to Tokyo that the 
Soviets are predatory, the United 
States preoccupied with the Gulf and 
that Japan has no choice but to look 
after its own interests.” 

The basic changes in Japan's defence 
and foreign policy were initiated in the 
late 1970s by Nakasone's predecessors, 
men guided by a cold appraisal of new 
power realities which placed in ques- 
tion the central premise of Japan's 
post-war security policy — the US’ un- 
challenged supremacy in the Pacific, 
Japan's first confused response to the 
fluid politics ofthe detente era early in 
the decade was its Beet” wien, 
and “ resource iplomacy" which } 


‘designed to kéep Japan on good 
‘with all sides and protect its: access yi 
“overseas markets and raw materials! | 


But when 1љ.1980; then US president 
Jimmy Carter, ed warships based 
in.Japan to defend the Gulf, Japan's 
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cooperation. It is essential for East 
Asia that the peace and stability of the 
Korean peninsula be maintained. Thus 
I believe that it is very meaningful for 
Japan and China to cooperate in fos- 
tering an environnient in which stabil- 
ity can come to the Korean peninsula. 
The visits by relatives who are sepa- 
rated by the Demilitarised Zone or 
visits by Koreans living in China to re- 
latives living in the Republic of Korea 
are the result of a positive gesture and 
correct consideration paid on the part 
of Peking. I think that these moves 
have contributed to the improvement 
of relations between China and the Re- 


policymakers decided the country had 
no choice but to take sides, identify 
with the West and reverse a consistent 
post-war policy of resisting US pres- 
sure to cooperate in collective security 
arrangements in the Pacific. 

The birth of a new political Japan, 
however, passed almost unnoticed. It 
was the late prime minister Masayoshi 
Ohira who, in 1978, was the first to 
breach the taboo and publicly an- 
nounce Japan's "alliance" with the 
US and his successor, Zenko Suzuki, 
who initiated the annual 7% increase 
in defence spending and declared in 
May 1981 Japan's commitment to de- 
fend 1,000 miles of sealanes. At the 
time, little significance was attached 
to these changes, partially because 
Suzuki, under attack in the Diet, later 
repudiated the word "alliance," thus 
satisfying the ritual of Japan's post- 
war security debate, without sacrific- 
ing the policy. 


he policy, however, amounted to à 
new Japanese commitment to col- 
lective security in the western Pacific 


and thus reversed in practice the po- 
-licies of minimal defence and neutral- 
ism, the pillars of Yoshida's post-war 


strategy, which was behind Japan's 
phenomenal recovery. These princi- 
ples are given legal force in the 1960 
US-Japan Treaty of Mutual Coopera- 


‘tion and Security, which is “mutual” in 
name only because it commits the US 


to guarantee Japan's security with no 
substantial reciprocal obligations 
binding Japan. The quid pro quo which 
made Washington reluctantly accept 


this one-sided arrangement was its ac- 
‘cess to military facilities in Japan, 


which Washington looked upon as 
vital to preserve its supremacv in the 


Pacific. 


The -Reagan-Suzuki communique 
changes this framework, according to 


‘Kataoka Tetusya, /à security analyst at 


Washington's “Woodrow Wilson 


Center, "bécaisé эй "clearly presup- 
posed joint alliéd' fleet operations in 
areas lying outside of Japanese territo- 
. пчвопаег the collective 


rial waters | 
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public of Korea. Allin all, an i together 


with the US and China, I wish to con- 
tinue efforts to foster an environment 
conducive to further improvements. If 
the Soviet Union wishes to cooperate 
with us in this regard, we will of course 
not refuse their help. 


But this does bring problems because 
the South is suspicious of any improve- 
ment in Japan’s relationship with 
Pyongyang and that might endanger 
the new understanding with Seoul, fol- 
lowing the visit of [South Korean Pre- 
sident] Chun Doo Hwan, which you 
have done much yourself to promote. Is 
that a danger as you see it? 

I don’t think the Republic of Korea 
should be concerned at all. If tension is 


by the constitution and in clear viola- 
tion of the terms of the existing secu- 
rity treaty.” Controversy over the com- 
munique's constitutionality soon died 
down and the public has come to ac- 
cept, albeit reluctantly, a role for 
Japan in sealane defence. 

Nor is this just a matter of form 
without content. The concept implies 
joint operations between US and Ja- 
panese forces to close the straits sur- 
rounding the Sea of Japan, repel a 
Soviet invasion against Hokkaido and 
secure superiority in the air and sea 
surrounding Japan. Tokyo's role is en- 
visaged largely as an extension of the 
US 7th Fleet, with certain capabilities 
— intelligence, 
surveillance, anti- 
submarine warfare 
and air defence — 
which can prevent 
Soviet Backfire 
bombers and at- 
tack submarines 
from intercepting 
the 7th Fleet as.it 
returns from the 
Indian Ocean to 
assist in the de- 
fence of Japan. 

Japan is far from 
acquiring the ca- 
pability to fulfil its 1,000-mile assign- 
ment. 

But, in recent months, Washington 
has pronounced itself satisfied with 
Japan's defence efforts despite the 
well-known political and fiscal limita- 
tions on the Japan Defence Agency 
(JDA). These pronouncements were 
motivated partly by a desire to pro- 
mote Nakasone's re-election. But at 
the operational level, Pentagon offi- 
cials view joint planning and joint 
exercises as a better indication of seri- 
ous intention than the size of defence 
budgets. There are. now three joint 
studies being conducted by officials 
from both countries — looking at de- 
fence of the sealanes, defence against a 
Soviet invasion ofJapan and conflict 
on the Korean peninsula — which en- 
courage the Pentagon to believe that 
the Japanese are ngw.at the stage of 
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| be ised, we first need direct 
dialogue between North and South, 
and we are trying to create an atmos- 
phere in which such talks can take 
place. The Republic of Korea will be | Hongkong in view of the British with- 
hosting the Asian Games in 1986 and | drawal in 1997? Do you see the roles of 
the Olympic Games in 1988. If these | Tokyo and Hongkong as financial cen- 
games are to be successful, they cannot | tres being competitive or complement- 
afford to alienate North Korea from | ary? 

the rest of the world. North Korea is I think as a matter of course that 
emerging from isolation and has | Hongkong and Japan play com- 
launched a new open-door policy. Our | plementary roles. Our good relations 
policy is to place primary emphasis on | will continue. I welcomed the signing 
our relations with the Republic of | of the Sino-British agreement from the 
Korea while welcoming North Korea's | outset. We shall closely watch how this 
emergence from isolation. But this | agreement will be implemented. China 
welcome will not be extended at the | is following an open policy. This 
cost of sacrificing our relationship | means, I believe, that China will hon- 
with Seoul. | our the agreement. 


to be diffu 

in the future of Hongkong, both pub- 
licly and privately. Do you see any spe- 
cial role for Japan as an investor in 





—— —————ssátÁ——————————s—nnn——Ó——rá——n—Í—U—— ді 


with US control centres, and the JDA 
has recently set up a central command 
headquarters which is linked to its 
counterpart under the commander of 
US forces in Japan. 

Moreover, the political and fiscal re- 
straints on the Japanese armed forces 
have not prevented it from aquiring 
impressive capabilities over the past 
three years. "Ten years ago a defeeting 

| Soviet pilot flew into Hokkaido and 
landed undetected," a Western mili- 


translating the 1981 sealane commit- 
ment into practice. 

Defence analysts point to a number 
of other developments to back their 
contention that the Japanese are re- 
constituting their fighting forces and 
preparing for joint operations: the 
Maritime Self-Defence Forces have 
participated in the annual Rimpac 
naval exercises since 1980; 300 US 
Marines this year joined the Ground 
Self-Defence Forces in joint exercise 
in the northern island of Hokkaido, de- | tary attache commented. "Last year 
signed to repel a Soviet invasion; the | the Soviets sent 11 Backfire bombers 
JDA is procuring secure communica- | flying down the straits and each one of 
tions equipment which allows Japan- | them found itself intercepted by two 
ese ships and aircraft to communicate | Japanese F15s fully loaded with Side- 
u winder missiles 
before it could get 
within 200 miles 
о! Јарап s terri- 
torial airspace.” 


© develop- 
ments have 


convinced Wash- 
ington that the 
Japanese already 
have modified the 
Yoshida frame- 
work adequately 
to fit the practical 
demands of US- 
Japanese joint sealane control, and US 
officials say there is no need to revise 
either the constitution or the security 
treaty. 

The shift in Japan's security policy 
has laid the foundations on which the 
Japanese leadership can build a new 
foreign policy for the late 1980s 
» Sealane defence gives Japan a stake 
in the informal collective security sys- 
tem evolving in the region around the 
loose cooperation among countries 
which look to the US as a security part- 
ner or source of weapons. 

In practice this means that à Soviet 
submarine moving through the straits 
out of the Sea of Japan may be first de- 
tected and tracked by a Japanese P3 
Orion for 18 hours before being handed 
over to an American P3 which even- 
tually will pass it over to an Australian 
P3. Defence attaches in Tokyo confirm 
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that such “processing” of Soviet sub- 
marines is now a matter of daily rou- 
tine, which was not so three years ago. 
» Japan's new security role also gives 
substance to its identification with the 
West and provides Tokyo with new 
leverage in its troubled relations with 
the Soviet Union, since Moscow is 
acutely sensitive to its vulnerability in 
the Sea of Japan. 

Moscow has recently floated a new 
proposal for a formal agreement under 
which it will renounce any use of nu- 
clear weapons against Japan in return 
for Tokyo putting into writing its three 
non-nuclear principles — not to pro- 
duce, manufacture or permit thetrans- 
fer through its territorv of nuclear 
weapons. 

Moscow is obviously concerned that 
the three non-nuclear principles are 
being eroded in practice and would 
like to strengthen them by giving them 
the status of an international treaty. 
Japanese officials think the proposal, 
brought by politburo member Din- 
mukhammed Kunayev during his Oc- 
tober visit to Tokyo, discloses Soviet 
anxieties about deployment in the 
Pacific of nuclear-capable cruise mis- 
siles which Washington does not admit 
to transiting through Japanese ports. 

Moscow is hinting at a visit to Tokyo 
by Foreign Minister Andrei Gromyko 
as the bait for the agreement and this is 
taken as a sign by Japanese Foreign 
Ministry officials that “Moscow at 
least is taking us seriously." 

» Asecurity roletogether with a clear- 
cut stance on regional political issues 
helps to reduce the wear on Japan's re- 
lations with its Asian neighbours, 
which are under relentless strain as a 
result of structural trade and economic 
conflicts. Critics of resource diplo- 
macy say that it only fed Asian distrust 
of Japan and in practice prolonged the 
reparations era by inviting Japan's 
former war victims to play upon Ja- 





panese guilt to enlarge aid or trade 


concessions. 


he 1977 "Fukuda doctrine" epito- 
mised this tendency according to 
its critics, who maintain that the re- 
fusal to take a clear-cut stand on the 
Cambodia 





— 


issue reduced the then | 


prime minister, Takeo Fukuda, to the | 


position of appearing to have to pur- 
chase goodwill in Asean by offering a 
massive US$1 billion package to en- 
sure a decent reception in regional 
capitals during his visit. 

Neither Ohira nor Suzuki were able 
to exploit the shift in security policy to 
put Japan's relations with its Asian 
neighbours on a new footing. Indeed, 


two months after the May 1981 sealane | 


announcement Japan's relations with 
its Asian neighbours were at a low ebb 
as a result of the "textbook con- 
troversy" which was triggered by revi- 
sions of Japanese school history books. 

By 1983, when Nakasone's began his 
unexpectedly smooth round of visits to 
Asian capitals — Seoul, Asean capitals 
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and Peking — the time was ripe for Ja- 
pan's neighbours to accept Japan's secu- 
rity role and put relations on a new foot- 
ing. Japanese diplomacy took on a more 
confident tone, marked by high points 
in all the capitals Nakasone visited. 

Ostensibly, Nakasone was соп- 
cerned during his visit to Asean capi- 
tals to allay anxieties over a possible 
Japanese military revival. But he also 
tried to make political capital out of 
Japan's new security role. “The under- 
lying message was that [American 
bases in Japan] were no longer there 
just to defend [South] Korea and Ja- 
pan," an Asian diplomat commented. 

"And that [Japan] was contributing 
to the region's security by retaining the 
bases, allowing their use in support of 
operations in the Indian Ocean . . . 
while Tokyo was doing its part to hold 
the position in the Sea of Japan when 
US ships are moved south." 

"Wetend to agree that the idea of the 
US being the sole policeman on the 
block is completely out of date," com- 
mented a diplomat from an Asean capi- 
tal. “And we look upon the 1,000 miles 
of sealane commitment as part of a 
larger defence burden sharing and 
mutuality and we even went so far as to 
begin talking about what role Asean 
can play [in regional defence] if any." 

Following  Nakasone's visit to 
Jakarta in May 1983, bilateral official 
security consultations were initiated 
at Jakarta's request. Little is known of 
what goes on in these talks, which both 
sides are careful to keep highly confi- 
dential. Nonetheless, such exchanges 
are viewed by diplomats in Tokyo as 
indications of the growing acceptance 
of a Japanese defence role. 

Sources speculate that the Indone- 
sians are interested in intelligence 
sharing, and possibly technology 
transfer and non-lethal weapons sales 
further down the road. “Both 
are island countries with com- 
mon threats and problems of 
sealane defence," à Western 
defence attache commented. 

The Singaporeans and the 
Thais are far less sensitive 
about military exchanges 
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with the Japanese. Bangkok has re- 
cently upgraded its embassy in Tokyo, 
which was previously concerned large- 
ly with trade and commercial issues. 
“We see Japan emerging as a major 
power in the region and [our] tradi- 
tional  balance-of-power strategy 
makes us welcome Japan's political in- 
volvement” in the region, a Thai offi- 
cial in Bangkok commented. 

Tokyo failed to make much headway 
on the Cambodia question during Viet- 
namese Foreign Minister Nguyen Co 
Thach's visit to Tokyo in September. 
But it has managed to establish its dip- 
lomatic position in three key Southeast 
Asian capitals — Hanoi, Jakarta and 
Bangkok — at a time when no outside 
powers are so positioned and when of- 
ficials from the US, France and Aus- 
tralia have all failed in previous at- 
tempts over the past several years. 

An Asean official echoed this view. 
"Of course the breakthrough [on Cam- 
bodia] is not going to come from Tokyo 
but we take the initiative of [Japanese 
Foreign Minister Shintaro] Abe very 
seriously. We think the Japanese are 
more realistic than the Americans, 
French or Australians who too often 
are either misguided or chronically ig- 
norant." 


he Gulf is another area where Ja- 
panese diplomats have been active. 
Although Japanese officials are quick 
to disclaim any intention of “mediat- 
ing” the Iran-Iraq war— Teheran pub- 
licly denounces would-be mediators on 


| the grounds that its holy war with Iraq 


' 
) 
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cannot be compromised — they did 
initiate a little-publicised peace plan 
aimed at bringing Teheran and 


Baghdad together at the height of the 
crisis in June when the war threatened 
to spill over and close down interna- 
tional shipping. 
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'reative diplomacy." ; “The J apanese 
were simply stumbling i in the dark,” 


Western diplomat commented. “Bul ВЫЕ" و‎ е | wi? YY Ti Е 

what is very un-Japanese is that they | | | | 
kept stumbling forward in an area of |] Prime Minister Ya- | preamble [to the constitution] 
the world whichis outside their histor- Gp | suhiro Nakasone’s | that we are the only ones to blam 








ical experience when no one else was 71 ability to construct | the instability and danger in the w 
there." But Japanese diplomats | a coherent foreign | and that if we beha > then the w 
“showed a real sense of mission,” he : ; policy will depend | will be peaceful, but this ts a sills 
continued, “and should be given credit | | m X. in the final analysis | commented Motoo Shina, an ind 
for taking the manifest risk of dealing on whethet he can | dent Liberal Democratic Party ( 
with two nations of maniacs ina cross- | | break the spell that ! politician. “And when the basic: 
fire with the Americans.” E SAPANS o Japanese pacifism | the land is a falsehood the nationals 
A real test of Japanese dinaa: іѕ | еа ые still casts over the | bateis poisoned with subterfuge.” 





likely to come closer to home on the “country. For most | The nationalists argue that di 
Korean peninsula, where recent deve- Japanese the war-renouncing con- | must first revise the constitution 
_lopments have placed Tokyo at the | stitution and the three non-nuclear | fore it can recover the self 
heart of a pattern of cross-contact dip- | principles remain the holy writ of the | necessary to play the role in int 
lomacy. Pyongyang's recent appeal to | post-war order, protecting the country | tional politics Nakasone is.carvir 
Japan ‘for trade and investment creates | against the revival of militarism, | for it. But Shina is also a po 
 apotential tension іп Tokyo'seffortsto | dangerous foreign entanglements and | realist who recognises that w hile i 





preserve its recently improved rela- | war. © | popular to advocate revision of thee 
tions with both Peking and Seoul. But the fact that Nakasone is the one | stitution, it is political suicide 


Japanese officials credit the Chinese | to break the 12-year cycle of one-term | temptitinpractice. Nonetheless 

leadership with persuading North Ko- | prime ministers is itself evidence that senses change is on the way. 

rean President Kim Il Sung to open up | Japanese pacifism is losing much of | Elements of a new consensus | 
tothe West and adopta Korean version | the elan and verve of an earlier era. | emerged out of the turmoil of f 
of China's own Four Modernisations. | Nakasone comes from the school of | 1970s. Orthodoxv is weaker ing am 
Although Peking stresses that Sino- | nationalists who charge that the un- | both the conservative: pacifists м 
Japanese relations should not depend | reality of theno-war constitution is itself dominate the ruling party and | 
on any third country, China is obvi- | thegr 'eatest danger to Japan because it | | | pposition. Mo 
ously banking on Japan and the US to | was written on the premise that Japan | over the question of whether Japan! 

| 





encourage Pyongyang's opening with | must renounce the sovereign right to | longs to Asia ar should look towa 
some economic or political incentives | make war to ensure world peace. "The | the West — the fundamental 
to prevent Kim eventually from revert- аа | ч 
ing to isolation and the Soviet option. 
North Korea, however, holds little at- 
traction for Japanese investors. 
Moreover, Nakasone has commited 
himself to cementing good Eee Ons 
with South Korea. E: NE 

Nonetheless, the J apanese recognise E 
that Washington and Peking aréwork- | 
ing behind the scenes to reduce tension 1 
between the two Koreas and that — | [ff 
unlike the deadlock in Indochina and 
the stalemate in the Gulf — the situa 
tion on the Korean peninsula is. | 
very fluid. There is a fear that 
could be overtaken by an unexpected E ме” i 
m ER x kn oe yongyang dur-, | : ..— Youare ten years into a successful career. 

Too generous a response to Kim' sill | You are used to. н responsibility, managing people and 
opening will undercut Seoul's bar- | |f achieving results. 
gaining position in its talks wif ^ S | 
Pyongyang and put at risk the Sou 
Korean goodwill which Nakasone has | 
been at such pains to cultivate. But in- ^ 
flexible support for the South. could 
paralyse J apanese diploma 1 


changing and reduce China's scope f _of tomorrow. The full range of management topics are taught by 
enhancing its unofficial contacts with | ну meme ho are outstanding authorities in their respective: 
South Korea which everyo M A | m | 






North Korea, woul d like to епсоц ар = | emu : pril- 28 June 1 1985 
the 1988 Seoul Olympics ‘will be one of 7 -". Decemb id 

high risk and quick play, and. promises 
the most revealing test of whether Ja 
pue E have the agility an 
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solved and thereis a general agreement 
that the country's future lies with the 
Western democracies. 

The attraction of former prime 
minister Shigeru Yoshida's conserva- 
tive pacifism was more a matter of 
utility than idealism. For nearly 30 
years the mainstream of the ruling 
LDP has supported the no-war con- 
stitution together with the unilateral 
security guarantee from the US, be- 
cause, in combination, they offered the 
country the maximum security at the 
minimum cost, though the country had 
to pay the political price of retaining 
US troops on its soil. 

All this changed rapidly after the US 
retreat from Vietnam brought the 
question of American reliability 
sharply into focus. The very fact that 
two of Yoshida's own disciples — 
former prime ministers Masayoshi 
Ohira and Zenko Suzuki — altered 
Yoshida's basic policies illustrates that 
the conservative pacifists recognise 
that it is now in Japan's interests to 
raise its defence profile and undertake 
collective security commitments. 


а realism also has surfaced 
in the opposition Japan Socialist 
Party (JSP), a major force in the pacifist 
Left. JSP chairman Masashi Ishibashi, 
who gives voice to this new realism, be- 
lieves that the party will not be able to 
recover its credibility as a legitimate 
alternative to the ruling LDP without 
distancing itself 
from the now em- 
barrassing slogan 
of "unarmed neut- 
rality" and aban- 

doning the stand- л, 
ard orthodoxy of р. $: 
Left pacifism „ — 
which denounces E 
US imperialism, 
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Japanese mili- 
tarism and “power 
politics" as all wy 


being part of the 
same evil. 
Under Ishibashi, the JSP now ac- 


knowledges the legality of the Japan- 


ese Self-Defence Forces and recognises 
the US as Japan's most important 
foreign partner. Moreover, Ishibashi is 
trying to play a role on the interna- 
tional stage as an intermediary be- 
tween Washington and Pyongyang. 
Despite retaining much of its Left 


_rhetoric, the JSP now shares the same 


foreign-policy orientation as the rul- 
ing LDP, bringing to an end the era 
when the country was profoundly di- 
vided over the US bases, and the Left 


` could mobilise mass demonstrations 


large enough to topple then prime 


minister Nobosuke Kishi to protest the 


signing of the revised security treaty 
with the US in 1960. 

Behind the divisions in Japanese 
pacifism during that era was an 
underlving crisis of Japan's national 
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two hostile camps — has now been re- 
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e Yoshida school cor 

tives looked to the West and defended 
the US bases as serving Japan's na- 
tional interests. But the leftists, and 
particularly the JSP, looked to China 
and Asia, and the opposition tapped a 
deep vein of pan-Asian sentiment in 
protests against allowing a Western 
power to use Japan to launch war 
against fellow Asians in Korea and 
Vietnam. But this too was resolved 
sometime in the 1970s, particularly 
after the US withdrew from Vietnam 
and normalised its relations with 
China. The Sino-US rapprochement, 
and China's later endorsement of the 
US-Japan security guarantee, thwart- 
ed leftwing anti-Americanism. 

This partly explains why the anti- 
nuclear movement has lost much of its 
emotional energy and popular appeal 
in Japan at a time when pacifism is 
on the rise both in Europe and in 
neighbouring Australia and New Zea- 
land. The recent campaign against US 
deployment in the Pacific of nuclear- 
capable cruise missiles was a dull 
ritual marked by thin and listless 
crowds and infighting among organis- 
ers, though it is widely believed US 
warships carrying nuclear weapons 
routinely visit Japanese ports. 

The revisionists, at the other ex- 
treme of the political spectrum, also 
are demoralised, since their hopes 
were raised by the 1982 election of 
Nakasone, whom they consider as one 
of their own. Once in power, however, 
Nakasone appears to have abandoned 








Ishibashi; the JDA; Kishi; anti-US protest: 
division narrows. 
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ny and disapp 
felt by both Right and Left — may bea 
sign that the Japanese consensus is on 
the verge of crystallising around a new 
national strategy: one which does not 
openly repudiate the pacifist ideals but 
bends them to a more realistic view of 
Japan and international politics. 
Nakasone's advisers will be prepared 
with various platforms — from a Diet 
debate to revise the 1976 National De- 
fence Outline to a programme for "crisis 
management" to prepare the country 
for such emergencies as the Soviet 
shooting down of a South Korean air- 
liner in 1983 — to focus the process. 


ста y 
{) 





j: is possible Nakasone may prove 
to be much less the master of the situ- 
ation than victim of its contradictions. 
The very pressures that obliged the 
Japanese towards a more realistic view 
of the world have diminished. The 
Reagan administration's reassertion of 
the US' commitment to Japan's secu- 
rity reduces the sense of insecurity 
which forced Japan to reconsider its 
post-war strategy. 

Moreover, Nakasone appeals to 
traditional Japanese nationalist senti- 
ments of pride and self-esteem while 
trying to convince them that these can 
be restored through a close alliance 
with the US. The neurotic relationship 
between Japan and the US makes it 
unlikely that Japan's national pride 
can be accommodated within the US 
alliance. 


This conflict is 


"X a > apparent 


in Ja- 
pan's foreign po- 
licy where Japan- 
ese and US in- 
terests coincide so 
closely that it is 
difficult for Tokyo 
to find an issue 
where Japanese 
diplomacy can 
really make its 
mark. Tokyo feels 
overshadowed by 
the US, even on 
the Korean peninsula where it feels it 
should have a special role. 

Finally, the confrontation with the 
Soviet Union could reverse rather than 
promote a sense of outward looking 
self-confidence, The publicity given to 
the "Soviet threat" played a useful 
part in increasing the public aware- 
ness of the uncertainties of the outside 
world — at that time, however, Tokyo 
had not undertaken its commitment to 
the defence of 1,000 miles of sealanes. 
Tokyo is now moving towards a capa- 
bility which exploits what the Soviets 
feel is one of their military vul- 
nerabilities, and this is increasingly 
provocative. Moreover Tokyo does not 
seem to know whether it wants to 
achieve anything concrete out of its re- 
lations with Moseow or simply gain 
recognition as a serious power. 

4 — RICHARD NATIONS 

















This Japanese sutra made life easier in the 8th century. 
It gave clear instructions on how to perform daily tasks. 
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Today Northern Telecoms communications systems do the 
same for business-with sophisticated software. 
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MALAYSIA, IRELAND AND THE UNITED STATES. SALES OFFICES AND DIS" RICA, EUROPE, AND ASIA. 





_ Super features in a super compact body 





Canon PC15/25 Mini-Copier with Foolscap Size and RE 
The Canon Mini-Copier that's amazingly versatile. It's everything you want in a copier А 

especially its size. The super compact PC15/25 Mini Copiers аге the first with ВЕ and «уме 
foolscap size copy capability. With the world's first replaceable cartridge, the РС-15/25 qt 
are the most affordable, simple to use and virtually service-free mini-copiers. 
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Replaceable PC cartridge 





CANON SINGAPORE PTE LTO For further information, please contact Hong Kong Jardine Marketing Services Ltd Tel 8373721 о Д PG- /25 
< Canon 





Malaysia Mulpha Trading Sdn Bhd (Canon Division) Tel 556066 Philippines Datagraphics Inc. Metro Manila Tel 85-50-11 
Singapore Canon Marketing Services Pte Ltd Tel 273-5311 Thailand FMA Corp. Ltd. Bangkok Tel 235-0158 
Sri Lanka Metropolitan Agencies Ltd Colombo Tel 35946 








NOW... 
MARLEX HDPE RESINS 
MADE IN — 


When you specify quality Marlex* high secure your future. A reliable Asian sourc: 








density polyethylene resins, your shipment of HDPE resins will be there when voti 

arrives in days, not months. need product and service day after : 
That's because Marlex resins are pro- For injection molding, blow moldi 

duced in Singapore and shipped from film and extrusion grade resins, specif 

singapore. Marlex HDPE. Put time on your side w 
With your source of supply so close ing for you. 

and delivery so fast, you can carry less For more information on high qualit 

inventory and reduce your investment in economical Marlex HDPE resins mad: 

materials. While taking advantage of this Singapore, consult the opposite pags 

cost saving opportunity you could also help contact the office nearest you. 
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HIGH TECHNOLOGY 





THE CONCORDE. THE MOST- 
RESEARCHED, FASTEST AIR- 
PLANE IN THE SKY, SPEEDING 
YOU FROM NEW YORK TO 
PARIS INAREMARKABLE THREE 
AND A HALF HOURS. 

THE CONCORDE. JUST ANO- 
THER EXAMPLE OF THE HIGH 
LEVEL OF TECHNOLOGY YOU 
FIND WHEN YOU FLY 
AIR FRANCE. 


AIR FRANCE Z7 
WE'RE AIMING EVEN HIGHER 








panese Prime 
 Nakasone conducted recently by 
REVIEW Tokyo bureau chief Charles 
Smith and myse 
light on the vexed. 
future defene 







| testes 






tional pra to ead 
he next day (28 





in the Japan Ti 


|. November) that Koichi Kato, direc- | 
. | tor-general of the Japan Defence 
© | Agency, had called on the ruling Lib- | 
1. eral Democratic Party (LDP) to con- 
..| sider revising the policy of limiting 
|. defence outlays to less than 1% of the 


`` GNP on the grounds that it was be- 

coming extremely difficult to keep 
within this limit. 

` Further, the LDP's defence sub- 
committee was drafting a report 
which would probably recommend 


: D the majority view that “Japan should 


make an effort to improve its defence 
capabilities without worrying about 
strict adherence" to the 1% ceiling. 


I was even more puzzled when the. 


same Japan Times report noted that 
Nakasone had granted an interview 
to the REVIEW during which he had 
said that “his government has tried, 


and will continue to make efforts, tO 


hold Japan's defence spending" 
the 1% of GNP limit — which is not 
exactly what the prime minister said. 
€ AFTER meeting nothing but 
smiles and politeness on a recent trip 
to New York, on this trip to Tokyo I 
met with equally uncharacteristic 
rudeness. I realise that, except for 
certain bars to be found in areas such 
as the Ginza and Roppongi, Tokyo 
closes down early. I took a group of 
friends out to dinner — to a quite or- 
dinary steak house — and at five min- 
utes to nine, when we had only just 


started on the main course, the head | 


waiter asked if we had any last or- 
ders. 


We started drinking our coffee at 
9:30 p.m. — when we were the only | 
customers left — with a row of grim | 
waiters glaring at us while a couple of | 
others ostentatiously started sweep- - 


ing the floor. It's the sort of behaviour 
one might expect from the landlady 
of a seaside boarding house — not 
from a restaurant in the entertain- 
ment area of one of the world's great- 
est cities which charges ¥10,000 
(more than US$40) for a steak. 

e IT'S the same іп the city’s swankiest 
hotels. Everything but the most ex- 
pensive bar, where drinks cost a 
small fortune, closes down at 10 p.m. 
The services are hardly convenient 


for a traveller who comes back to the . 


hotel on the night before he is due to 15 seen on the seaward side of the foad 





e IFEAR that кох interview with Ja- а- | 
. Minister Yasuhiro 


ails to throw much i 
stion of Japan's. 


fly ott — a 10 a.m. flight froti Narita, 


say. First of all he finds that he is too 


late to order breakfast in his room be- 
cause the order form should have 


been hung on the doorknob before 
- 11:30 p.m. 

Anyway, if he had been in time, it. 
would have been useless. To re 
| Narita Airport one hour before t: 
| off; he must allow 20 minutes in a taxi 





to the city terminal, plus the normal 


| wait for an airport bus, then 90 min- | 
` utes between the terminal gd the 





airport. So he should leave | 


by 7 a.m. at the latest — and they 
don't start serving breakfast. until | 


then. 


| € ON our final morning, breakfast- 


less, my (Japanese) wife and I got into 
a taxi and asked for the city bus ter- 
minal. Driving off, the taxi-driver in- 


| formed us that the limousine drivers 


were on strike. We were in the middle 
of telling. him that we had seen no- 
thing in the newspapers or on TV 
about such a strike and nor had the 


onto one of the toll roads leading 
directly to Narita. 

Fare, plus tolls, when we arrived at 
the airport was #19, 000. We paid up, 


| only to see two airport limousines ar- 
| rive. Inside the airport, having estab- 
| lished that the strike was a fiction by 
a greedy taxi-driver, and having luck- | 
о | ily noted the taxi-driver's s name and 


number, we at least had the satisfac- 
tion of reporting him to the airport 
police — though they pointed out that 
he had committed no crime, having 
driven us to the airport and charged 


| accordingly. 


It was the first time I have ever 
been “had” by a Tokyo taxi-driver. 
As it was, we arrived two hours early 
and had our breakfast at the airport. 
@ IN the United States, after years of 
careful experiment, they enacted legis- 
lation which required that the words 

"The Surgeon-General has determin- 
ed that smoking is injurious to your 
health" should appear on every pack 


` of cigarettés sold there. I don't know 


how much research (or, indeed, how 


. many conflagrations) took place be- 
fore this notice was placed in Japan- 


ese hotel rooms: 
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xd eK The Hotel Management Has Determined 
X That SMOKING IN BED Is Dangerous to Your LIFE 








| e IN this column on 14 June I drew | 
attention to the architectural simi- 


larity between the fairy castle in 
Japan' s Disneyland (which can be 





| 
|| Hakushika, is presumably proud of 
| this effect: 





hotel mentioned it, when he swung | in 
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that he foun ў 
T-shirts and - 
ed guch as 


9" — in others 
baths in wes In respór 
emotional appeal from. а 
owners of such establishm: 1 
reed to change their names to 
kushu Yokujo" or “special baths." ¢ 
the other hand, the British residen 
of Yokohama have failed to make. 
protest against a love hotel there 
which is built in the shape of the 
ocean liner Queen Elizabeth. 

ө IT is now possible to invest in a 
love hotel. For about Y27 million one 
can become the proud owner of © 
room of a love hotel in Shinjuku 
Tokyo. About 60% of the returns E 
in overheads (the intensive use of the 
rooms presumably demands inter: 
sive maintenance) giving a return of 
about #3 million, Investors could not 
be accused of livi g on immoral earne 
ings and, what's more, they would be 
allowed a tax rebate since ownership 
would constitute becoming heaci of a 
business enterprise, 

9 JAPANESE, like many of their 
neighbours, cannot confine them- 
selves to vodka or suck a mint to mask 
the alcohol on their breath in the 
hope that the wife will believe they 
have been working late at the office, 


























for they are subject to the tell- tale 
reddening of the face. One well- 
known brand of Japanese P 
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flushed with it. 






















































David Bonavia in Hongkong: 


fiasco of the “denunciation ot 
arxism" by the People's Daily 
more about the degree of confu- 
reigning in the Chinese Com- 
ist Party these days than about ac- 
ideological developments. Pe- 
ig-based correspondents rubbed © 
eir eyes in disbelief on 7 December 
n they read or had translated for 
m a leading article in the party 
rgan which appeared to proclaim the 
al disillusionment of the leadership 
h the SOC “or Marxism- 











horitative Mose cae ew ae 
ements from: Peking, chose to re- 
n silent for two days. Then the Ta 
mg Pao printed а. page-two story 
оппо — of all people — American 
logists, to play down the astonish- 





ource in Peking took the unusual step 
telling foreign correspondents that 
he once-infallible People's Daily had 
erred — to the extent of omitting one 
expression — the Chinese for "all." 

-The sentence which had originally 
used the furore — "We cannot ex- 
pect the works of Marx and Lenin in 
their day to solve the problems of 
day" — was amended to: “We cannot 
pect the works of Marx and Lenin in 


Mary Lee in Peking 


s springtime again for intellectuals 
China. Educated: people — which 
ow China defines intellectuals — 
e no longer in “the stinking ninth 
owest] category" of people, as Maoists 
ubbed them during the Cultural Rev- 
tion in the 1960s and 1970s. Instead, 
nese leader Deng Xiaoping — and 
ence every communist party leader — 
now CABE: them "the most impor- 


me > 


ха reference to the ninth 












ty (ECP) peter committee’ s 20 
ctober decision oi 
ountry's economic 





structure. This 
on all party and government Or- 
sations and enterprises to "pro- 
10e a new generation of cadres and 


сгеаіеа mi 


contingent of manage- 
rial personnel.” . "ao 


s news. At the same time, an official | 


n lence in ifie People’ 5 . Daily sérids в ripples found the | 
it then a clarification Ange a Clearer Рите 


Е 






rains are beautiful 
е communist party extolls the virtues of intellectuals, but lower- 
Н: functionaries resist. efforts to recruit more as members | 


| 








their day to ) solve all the problems of 
today.” 


‘Nonetheless, ЖН not бе йыр 


China's ultimate defection from the 


Marxist cause, the article was:of im- 


portance in analysing the policies of 
the ruling group around elder states- 


man Deng Xiaoping. The Chinese 
source in Peking said the mistake in 


the article was based on a talk given by 


General Secretary Hu Yaobang to 
senior cadres, some of whom were in- 
accurate in their note-taking. 

What is interesting is that a mistake 
of this severity could be made, could 
appear in the People's Daily, which is 
proof-read dozens of times for accu- 
racy, and could then be shrugged off 
with a mere correction. Fifteen years 
ago the person responsible would have 
been in prison before he could say 

"sorry," and copies of the offending 
issue would be hunted down through- 
out the country and burnt. 

But of course even five years ago it 
was hard to conceive of the laxity of 
debate which Chinese leaders and 
theorists now seem to have permitted 
themselves, and which is the soil in 
which such an embarrassing error 
could pop up. 

The problem of analysing events in 
present-day China is the element of 
surprise, when the inconceivable ac- 


The central committee’s organisa- 
tion department said in late November 


that unless more educated people join 


the party it “will not be able to give 
effective guidance” 
country's backward economy. 


The official People's Daily news- 
paper reported recently that people 


with a secondary-school . education 
constitute only 17.8% of the CCP's 40 
million members, and only 4% have a 
university education. "Illiterates still 
make up a large proportion" of the 
party's membership, it bemoaned. 
Efforts to recruit more intellectuals 
into the party began in 1979. Since 
then, the People's. Daily said, more 
than 580,000 young professionals have 
been admitted, but such progress is ap- 
pue un. ‘The SERT 


ار مرو ررر موا ومر سوساج ف و م س hewaran nevearranerinineanis ananassae aaa gian‏ 


in reforming the 


bership, for example, nd why Should | 





| aches: in re ations with 
Vietnam and A bania, the Democracy- 
Wall protests, and the abolition of аё 
people’ s communes. i 
So observers of- the Chinà Scene: 
could not be 100% sure that the pre-: 
sent leadership had really decided to: 
throw Marxism-Leninism out of the: 
window. However; more restrained in- 
terpretations have.now been vindi- 
cated. The article was only the furthest: 
development so far of the Deng group's 
desire to root out blind dogmatism in: 
party and government ranks, and espe-: 
cially in the People's Liberation Army. 








The corrected. version of the article is. 


still bold, but it leaves plenty of man- 
oeuvring room and may even clear the. 
air for more critical discussion of Mar- 
xism-Leninism апа its suitability or. 
otherwise to Prete day Chinese con- 
ditions. [ SEES 





f n the peed ЕА of political апа: 
economic reform, and China's ex-. 
pressed desire to build Chinese-type 
(not Soviet-type) socialism, critical 
comments on Marx, Engels, Lenin and: 
perhaps Stalin may be expected more. 
frequently. The inability of the Soviet: 
Union to feed itself after 65 years of so- 
cialism, its . aggression against: 
Czechoslovakia, and the revolt of 
workers and intellectuals in Poland 
clearly show that dogmatic Marxism- 
Leninism increasingly does not work 
in modern countries. to 

Only in little Hungary has socialism 
acquired a human face through provi- 
sion of consumer goods and a flexible 
approach to economic dogma. Hun- 


maintains that thereason for this is not 
so much the unwillingness of intellec- 
tuals to join the party after the on- 
again-off-again political campaigns of 
the Maoist era, under which some in- 
tellectuals were killed and many 
others suffered great  hardships. 
Rather it is because the door is still 
locked by  "leftism, factionalism, 


jealousy and fear that intellectuals 


would threaten the iron seats [of office] 
of party functionaries," the official 
Economic Daily said. 

Such statements and other recent 
newspaper commentaries indicate that 
some party functionaries clearly do not 
share the leadership's enthusiasm for 
economic or party membership re- 
forms. Opposition, however,.is dis- 
guised: the functionaries practise what 
party leaders call “formalism” — pay- 
ing lip-service to reforms by merely 
circulating. the new directives among 
cadres. ^v 

However; many questions remain: for 
the intellectuals: why should they 
shed their cynicism about CCP mem- 
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T: bo-ks seriously. There are 


many classic works ‘on Marxism. We 


must select the principal ones to read, 
and we must be persistent. We must 


also learn the basic economic theories. 
and also some knowledge: of modern. 






science and technology. © 

To study. Marxism; it 
ally. the: general rules 
revealed by classic:authors, as well as 





the attitudes, viewpoints and methods 


that they used to observe and solve 


problems. We should:not be too con- 


cerned with . individual words and 
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К works were written more than a cen- 
tury ago. Some were simply conjecture | 

| at that time, and later underwent tre- 

| mendous changes. Some of the conjec- 
tures were not necessarily alright. 

a There were many things that Marx 

| and Engels, even Lenin, had no experi- 
ence of. We cannot expect the works of 
Marx and Lenin in their day to solve 
the problems of today. This is some- 
thing we have to bear in mind during 
our study.’ 

— “People’s % Daily, 7 December 1984. 





gary and Yugoslavia have NR studied 


by Chinese economists for seven or 
eight years in an attempt to see what 
China can learn. But Yugoslavia has 
some discouraging economic prob- 
lems, such as inflation and unemploy- 
ment, while Hungary's model is 
perhaps not relevant to China's cir- 
cumstance. 

Nonetheless, Mese usd European 
countries have shown that socialist 
planning can work for the benefit of 
the people. They have also shown that 
there are useful things in Marxism, if 
they can be combined with more mod- 
ern economic theory and management 
skills. China is embarking on a pro- 
gramme of industrial reform which de- 
mands more flexibility on the part of 
management and workers, stresses the 
profit motive and the market 
mechanism. Already the peasants have 
gone back to private farming and some 
of them are doing very nicely. But this 

E ree ч {ЕНЕ асе ае асаа 
they flock to join the party now when 
membership appears less important 
than an individual’s ability to help di- 
rect the modernisation drive and pro- 
duce profits on the road to a modern 
China? And what, indeed, are the bene- 
fits of party membership? | 

The answers are woven into party 
propaganda.  "Intellectuals believe 
that only the party can lead the coun- 
try towards successful realisation of 
the Four Modernisations" in agricul- 
ture, industry, defence and science and 
technology, said editors of the Guang- 
ming Daily, the CCP's newspaper for 
intellectuals, at a press briefing re- 
cently. "We trust intellectuals and in- 
tellectuals trust the party. Past perse- 
cution of intellectuals is well known, 
so everyone can say it will not happen 
again," the editors said. 

But despite the Deng era's dramatic 
changes in the status of intellectuals, 
there are no signs of a lessening of 
totalitarian rule. It remains to be seen 
whether China's intellectuals will 
blossom into the Western version of 

dissenting thinkers. 








is not the same as publicly rejecting. 


Marxism-Leninism. 


For one thing, Deng has been ac- | 
cused, many times, of betraying not | 
only Maoism but the more fundamen- | 
tal communist teachings as well, in the | 


interests of what China used to call a 
“revisionist” policy of using economic 
planning to raise living standards, not 
just to build a strong industrial base 


and modern armed forces. To lay him- | 


self open to charges of turning his back 






Maoist-conservative forces which are 





on Marxism-Leninism now would be | 
inviting a mutiny among the leftist and | 


Marx died 101 years rete as and his D 
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Р Јоһп McBeth in Bangkok 


he extension of Gen. Arthit Kam- 
lang-ek's tenure as army command- 
‘a and supreme commander has been 
t into serious question following 
LE unprecedented challenge to the 
administration of Prime Minister Prem 
_ Tinsulanond over the government's 
` baht devaluation in November. 
De dia of his imminent dismissal 
| $ nave died down now, but the incident 
ay given rise to much debate over 
ae what course of action Prem, in his ca- 
_ pacity as defence minister, may take 
next year. 
Я E Under Defence Ministry regulations, 
— Prem does not have to consider the 
E. until six months before Ar- 
_ thit's scheduled retirement date of 30 
| September 1985. But political and 
` other Thai sources say they now have 
reason to believe that any decision will 
be put off until as late as July or even 
< рч. This is hardly likely to please 
Arthit, given the uncertainties it would 
create over his future and the further 
erosion of support he could suffer as a 
result of senior officers looking else- 
b: where for a mentor to enhance their 
___ career prospects and preserve their po- 
` sitions in the chain of command. 
The extension issue first cropped up 
in August this year when Prem re- 
E ceived a petition signed by a long list of 
—. military officers calling for Arthit's ten- 
| ure to be renewed until 1987, the year 
оѓ Thailand's next scheduled general 
` election. The majority of opinion took 
_ the prime minister's reply as a sign of 
_ acquiescence, but as the months have 
— gone by — and with Arthit making а 
number of ill-advised moves — it has 
| become increasingly clear that the 
= matter has been pushed further to the 
_ Баск of the shelf. 
| Indeed, intelligence sources say it 
- . has been made known to Arthit that his 
— . extension, which can only be granted 
| for a year at a timein any event, has not 
_ been seriously considered at this point. 
_ A The same sources also have raised the 
— A possibility that if an extension is ag- 
— A reed to, it will apply only to his posi- 
tion as supreme commander, a largely 
ceremonial job with little of the power 
which accompanies the post of army 
commander. 

a It has also been pointed out that if a 
request is to be seriously considered, it 
` must be made in a formal fashion 
— through the Office of the Undersecret- 
ary of Defence, in accordance with 
Prem's insistence on adhering to the 
letter of the law. Once that step has 
been taken, the issue then goes to the 
cabinet. Three of the four political par- 
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Ea Gen. Arthit Gas star seems to be 
wane following his failed bid to challenge Prem 


ties making up the ruling coalition 
have not yet adopted a position on the 
extension, but well-placed party 
sources say the Democrat Party has al- 
ready indicated that they will oppose 
the move in the form it was originally 
proposed. 

During a recent dinner address, 
Deputy Prime Minister and Democrat 
Party leader Bhichai Rattakul said he 
believed the events of the past few 
weeks had strengthened the fabric of 
democracy. "It has proved that Thai- 
land is moving in the right direction — 
towards true democracy," he said. 
Asked about Arthit's political pros- 





"He 


pects, he replied half-jokingly: 
stands a good chance — after his re- 
tirement — of joining my party or any 
other party." 


he outcome of the devaluation con- 

troversy has served as clear a point- 
er as anything to the current balance of 
power and to the fact that Prem — with 
the support and encouragement of the 
palace — has emerged in a signific- 
antly stronger position than he may 
have enjoyed previously. Crucial to 
this also is the backing Prem has been 
given by regimental and divisional 
commanders who disagreed with Ar- 
thit's direct challenge to the govern- 
ment, even though some might have 
had reservations about the devalua- 
tion. 

Leaving Bangkok on 16 November, a 
week after he rejected Arthit's angry 
call for a reversal of the devaluation 
decision and a reshuffle of his cabinet 


= Pictures run prom: atly in the Thai 
press showed Mint either talking with 
the king privately or accompanying 
him on inspections of rural develop- 
ment projects, and one in particular 
had him crouching in the palace 
grounds picking  wild-flowers with 
Queen Sirikit and Crown Prince 
Vajiralongkorn. The implications of 
all this were unmistakedble and had 
a considerable impact on Thai ob- 
servers. | 

Arthit, meanwhile, was in southern 
Thailand from where he made a sur- 
prise 26-28 November side trip to In- 
donesia. He went to Medan in Sumatra 
and Bali, where he met his Indonesian 
counterpart, Gen. Benny Murdani, a 
man he considers one of his closest per- 
sonal friends. 

Then, on the day Arthit returned to 
Bangkok, the prime minister left again 
for the royal family's Phuphan Ratcha- 
nives Palace in northeastern Sakhon 
Nakhon province. This time, however, 
Arthit flew north to join Prem for a 
dinner hosted by the royal family. It 
was the first time the two men had 
been seen together since the devalua- 
tion crisis, conveying at least the im- 
pression that their differences had 
been resolved. 

Perhaps the most striking postscript 
to the whole affair was an address the 
king made on 4 December, on the eve of 
his 57th birthday. Talking to an audi- 
ence of privy councillors, cabinet 
ministers and senior government offi- 
cials, the monarch said the country's 
problems could not be rectified by 
noisy criticisms. He counselled the use 
of constructive debate to avoid "inter- 
necine disputes," and pointed out that 
problems could not be solved by simply 
putting them off. 

The king made no specific reference 
to the latest upheaval, but the lan- 
guage he used was much more direct 
than normal. It also dovetailed nicely 
with how he sees his role in the politi- 
cal context. "It seems to be a bad thing 
to defuse a crisis because one touches 
politics," he said in a revealing inter- 
view five years ago. "But if we try to 
speak and put some reason into peo- 
ple's heads, I don't think that is Баа... 
If you don't defuse a bomb, it will blow 
up." 

A day before, at the ceremonial 
parade of the King's Guards, the king 
had warned about "enemies hidden 
within themselves," which he said 
were evil practices, corruption, covet- 
ousness and stupidity. He advised sol- 
diers to develop experience and flexi- 
bility to enable them to perform their 
duties knowledgeably and efficiently 
and to solve problems "correctly, with 
speed and responsibility." The king 
also called on the assembly, which in- 
cluded Arthit and other senior army 
officers, to be united, tolerant, re- 
strained and rational. 
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pposition. 
ugh a positive vote is expected 


irnout would not give him the 


wer turnout than the Pakistani 
e of 35% would be interpreted 
it home and abroad as a success 
 opposition's call for a boycott. 

a complete blackout in the na- 
nal media of bovcott appeals, the 
-party Movement for Restoration of 
emocracy carried on its campaign 
hrough foreign newsagencles, and 
specially international radio net- 
vorks listened to widely in Pakistan. 






Laster Economie 


The Far Eastern Economic Review is 
now publishing a quarterly index which 
details by country and date everything 
that has appeared in the Review. The 
index is available on a quarterly basis. 
~ Subscribe now and each quarterly index 
+ Will be sent to you automatically as soon 
-as it becomes available. A vital research 
tool, the Review index will save hours of 
.needless searching for information. 
“ORDER YOURS TODAY! Only 
-.- HK$175 (US$25) for 4 quarterly issues. 
-Just complete the coupon below and 
¿ send with your payment. 
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is “something out of 
the books of Н ler and Stalin." 
Western. diplomat in Islamabad re- 
marked: “December 19 will be a day 
for numbers.” “Either government 
supporters come out and show support 
for Zia or the’ opposition wins on 
points. Boycotts are a safe bet because 
even voter apathy means success for 
boycotters." oo | 

It would not ti ke much for voters to 
lose interest in the referendum. With 
the dice loaded against the opposition 
and a one-sided campaign in the 
media, few people except enthusiastic 
Zia supporters are likely to bother to 
vote. If polling day queues impress in- 
dependent observers, it would mean a 
major show of strength for Zia because 
few people give him credit for active 
popular support. 

"Itisa big gamble for the president,” 
said a regime supporter. “He has to 
prove there are enough people in the 
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| most of whom came out to support] him. 





mobilise: the rural: population. as well 
as to the network of religious leaders; 
preachers and local council members, 





The poll has served to regain the 
Islamic. constituency for Zia, stopping 
recent criticism” among Islamists 
(REVIEW, 29 Nov.); On the first Friday 
after the referendum announcement, 
several imams urged their xongrega- 
tions to east their votes. Some of th 
Went even further, asking t 
to “ensure that the defender ‘of Islam, 
the pious ruler Zia-ul Haq v 
tinue to rule usir accor a ice with Is- 
lame teaching.” E. MOL 










^ ome leaders of sub- sects within the 
> Sunni majority threatened to launch 
a counter-campaign from pulpits, but 
only a few mullahs condemned the re- 
ferendum and supported the boycott iri 
defiance of the harsh ds against 
doing so. oM 
Resentment- against the govern- 
ments handling of the referendum 
was strongest among Western-edu- 
cated city dwellers. "The entire exer- 


| cise is a far ce from beginning to end," 
| said the editor of one English-lan- 


guage newspaper. 

"The referendum question is rigged. 
opposition is banned, campaigning is 
one-sided, the clergy is in the govern- 
 ment's pocket and they will round it off - 
by fixing the results, hé added. The 





God knows | am hon st 


acing International criticism is 
nothing new for Pakistan's Presi- 


F 


dent Zia-ul Haq. Early in his military 


rule he drew fire for carrying out the 
execution of former prime minister 
Zulfikar Ali Bhutto, 
convicted by the Supremé Court of 
murder. 

He has faced condemnation in the 
West and applause (and some criti- 
cism) at home for his programme to Is- 
lamise Pakistan's laws and society. 
the 60-year-old general 
weathered another storm aftér opposi- 
tion political parties launched a civil 
disobedience campaign against his re- 
gime. The campaign had limited suc- 
cess in Bhutto’s home province of 
Sindh but fizzled out in most parts of 
the country. 

Seven-and-a-half years after he as- 
sumed power, Zia is being censured by 
critics at home and abroad for calling a 
snap referendum on. his Islamisation 


. | policies, which will serve as a vote of - 


who had been . 


| 
| 
| 


confidence on the president himself, 
giving him another five-vear term 
under a new constitutional arrange- 
ment. 

In the middle of meeting delegations 
assuring him of their support, and just 
before leaving on a whirlwind tour of 
the country, Zia was interviewed by 
the REVIEW's Husain Haqqani. In this 
interview, Zia defended his decision 
and explained it as partof a package to 
lift martial law and establish Islamic 
democracy. 








Why did you feel the need to call a 
referendum - on your policies after 
seven-and-a-half years in power? ` 

For a military regime, one of the 
most difficult things is to hand over 
power once it has taken over. We took 
over not for the sake of any personal 
gain but under circumstances that 


| everyone knows were difficult. If, after 


tions similar t to. 


seven years; we were to create : condi- 









dismissed ' C i 
officials seem to o realise that tight c con- 
trols, rather than inherent hostility, 
are responsible for.the doubts being 
expressed about the polls. Western 
diplomats, on the other hand, are less 
critical of the referendum and appear 
more interested. in-what happens on 
polling day. "If there is a respectable 
turnout and. Zia. ge s.a yes vote, we 
won't refuse to accept the verdict just 
because that's. fashionable," com- 
mented a senior Wi ndiplomat. | 

There is little the opposition can do. 
Besides the government restrictions, 
opposition politic aly prties also ше 
from their own lac 
Most parties have i 
ers but few organi | 
one Pakistani observer. клы out: 
“Political parties operate despite re- 
strictions in many countries, and re- 
strictions here. are not more severe 
than in several.states. But to do that 
you need organisation. and our politi- 
cians believe in publicity rather than 
developing a. political machine and a 
chain of command." . 


















Critics of the opposition, not neces- 


sarily government supporters, also point 


out that the politicians’ failure to come | 


up with fresh ideas was responsible for 


allowing Zia to produce the referen- - 


dum and greater restrictions in the 
first place. The opposition, they say, 
misjudged its strength at the beginning 


of the Zia regime and adopted a policy 


of confrontation and rejection. This 
tactic failed to bring down the govern- 
ment but effectively shut the opposi- 
tion out of the political process. п 





us to take over then we would have 
wasted our time. The foremost thing 


before me was: how to ensure that 
transfer of power is peaceful and 
stable institutions are created which 
would last after I have done my job. 
For handing over, we needed elec- 
tions but we decided that instead of al- 
lowing vested interests in the form of 
political parties to succeed us, we 


would let. individuals run for election . 
on the basis of their characters. We 


wanted to have parliamentary elec- 
tions on a non-party basis. 

Secondly, we realised that the elec- 
tions would bring uncertainty if there 
was no focus of authority. For both 
purposes we needed a mandate from 
the people. We could not have had [a] 
direct presidential election because it 
would have been a violation of the 1973 
constitution. I certainly wasn't pre- 
pared to form or join a political party, 
so after three months' deliberation we 
opted for the referendum. 


The referendum not only elects you 
president, it also gives you the author- 
ity to amend the constitution and it 
endorses Islamisation. What was the 
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immediately preceding this Notice. 
DEBENTURES: No debentures that are outstanding 
other than a debenture mortgage А 
^ Corporation to secure normal tr ads arrar REO 
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А ^u Ih ave the egal pon to amend. 
— the constitution under the Supreme 
Court judgment which upheld my as- 
sumption of office. I want not only the 

















_ people to carry out these proposed 
— amendments. As for Islamisation; we 
are not asking for a vote on Islam and 
there has been no attempt to use reli- 
—  gion. Rather, my government's services 
| for Islamisation are being put to a vote 
and that is necessary because this is 
the most pronounced aspect of our 
policies. I find it strange that all those 
- people who criticise our Islamisation 
are now criticising our asking the peo- 
ple what they think of it. 

I wanted to prove that there can be 
no question about the ideology of this 
country — something I have been say- 

— ing for seven years. We are now asking 
— the people for a mandate to bring the 
constitution into accordance with this 
ideology. 


You have repeatedly said before that 
you will not make your personality an 
issue in elections and do not want to 
continue in power. Is your latest move 
not a contradiction of these commit- 
ments? 
There is no way I can show you what 
has been and is in my heart. But you 
and I both believe in God and He cer- 
tainly knows that I have been honest. I 
think a majority of Pakistanis also be- 
lieves that whatever I have done has not 
been to stay in power but for the stabil- 
ity of Pakistan. I have taken [this] step 
— only because it was necessary, not be- 
. cause I deliberately wanted to go back 
on anything I had said before. 


Does the referendum not constitute a 
digression from your 12 August elec- 
tion plan? Would not the election have 
been sufficient in itself? 

No, the referendum is not a substi- 
tute for elections. The referendum sup- 
plements my plan of 12 August. The 
elections are coming in any case, and I 
will complete mv programme by 23 
March 1985. 


It is being said, especially by your op- 
ponents, that the referendum is a one- 
sided exercise and will not confer 
legitimacy on your government. What 
is your response to this criticism? 
Personally I don't think it is one- 
sided. The question we have posed is 
such that every Pakistani can be ex- 
pected to have an answer to it. The 
turnout on referendum dav and the re- 
sult of the polling will show what the 
majority of the people want. The trend 
of the people on an issue like this is 
hardly likely to change by a little can- 
vassing either way. Anyway, there are 
no restrictions on voting or canvassing 
for a "no" vote. If somebody chooses to 
resort to violence and stop people from 
exercising their vote, that is obstruc- 
tion, not canvassing. If we stop that, 
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government and we are not the dest 
ones to use this facility. 2 

Why do you not let the opposition ope- 
rate openly? Do you not think your 
avowed opponents will be driven to ex- 
tremist positions now that they are 
being excluded from the political pro- 
cess? 

This referendum is only to secure a 
mandate for the president and that too 
only for one five-year term. Future 
government has to come through nor- 
mal elections in two months’ time. 
[Politicians] should try their hand not 
at this [referendum] but at the assem- 
bly elections in which everyone will be 
free to come forward to run in accord- 
ance with the law. 

I will not be a party to that election 
and there will be every opportunity for 


Zia: ‘I have hardly been a ruler.’ 





those seeking office to participate. 
That will be the arena for politicians 
and they will have all opportunities 
provided they believe in democratic 
methods. 


Despite the ban on political activity 
and all the advantages of being an in- 
cumbent, why was it necessary to in- 
troduce the new ordinances which 
make calling for a boycott of polling a 
criminal offence punishable by three 
years in prison? Opposition leaders 
call it “pre-poll rigging.” 

I have simply tried to safeguard the 
democratic process. The ordinances 
are not only for this poll, they are for 
all time to come. We are trying to pre- 
vent intimidation and violence in pro- 
moting a boycott. There is nothing 
against someone not going tó vote if he 
wants to boycott, though it would not 
be undemocratic to have compulsory 


"hu not Pe ty cul iex dris M S sig ; 
€ ' Г ҮС 


| ing’ е We cere aye pnm, fon 








Н we 


vot- 





ping others from voting. The ordi- 
nances are meant to reassure people 
that law and order would be main- 
tained on еее day. 


What quartis are there for a free 
and fair poll? 

The election commission is headed 
by the judiciary and that is an impor- 
tant guarantee of fairness. Indepen- 
dent observers will wat docto and 
counting. Also, there are all those as- 
surances which one expects from a 
fair-minded Muslim head of state. 


Will your new system of Islamic demo- 
cracy be acceptable to Pakistan's 
friends in the West? 

Islamic democracy ... has all the ele- 
ments of Western democracy. There 
are only some differences of principle 
and some of form. If pro- 
perly explained and pro- 
jected, there should be no 
opposition to it even in the 
West. 


What are your plans, per- 
sonal and for the country, if 
you get a “yes” vote on 19 
December? 

My first and foremost duty 
would be to hold elections and 
implement the amended con- 
stitution, sharing power with 
the elected representatives. I 
want to run this country for 
the next five years in a manner 
that we could leave something 
better for the future genera- 
tions than what we inherited 
on 5 July 1977. 


Some people believe it would 
be difficult for you to give up 
some of your powers having 
ruled the country almost ab- 
solutely for seven-and-a-half 
years. 

I have hardly been a ruler. I 
have only thought that, even as a mar- 
tial-law administrator, I shared power 
and remained humble and accommo- 
dating. 


In what direction do you expect the op- 
position to move after your latest 
move? 

Ican't say what they will do but I can 
suggest to them a reasonable course. If 
they give up the idea of violence then 
the logical course for them would be to 
participate in the forthcoming elec- 
tions and serve the country as the 
democratically elected representatives 
of the people. 


What would happen if a majority voted 
against you in the referendum? 

I would honour the verdict of the 
people as dutifully and faithfully as 
any honourable person should in my 
position. п 
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Honda team-members: 5,000 small companies may emerge as future Hondas or Sonys. 








OVERVIEW 


Japan’s venture boom: 
biggest is no longer best 


















Learn from Japan has become one of the favourite Cynics have claimed that the venture boom is little mor 

mottoes of United States and European managers than a media event dreamed up by imaginative newspap 

during the past few years, with attention focusing editors who needed ways to maintain readers interest d 

in particular on the widely touted merits of con- ing a slack period for economic news, but a gro 

sensus decision-making and on the long view al- number of serious observers seem to feel that real chang: 

legedly taken by the Japanese when considering may be occurring in the role played by small companie: 

returns on investments. All of this being so, it may generating economic growth in Japan 

come as a surprise that Japanese businessmen, to The arguments in favour of taking at face value the \ 

say nothing of government bureaucrats and mem- that small companies may be replacing bigger enterpri 
bers of the country's financial community, are trying at at the leading edge of economic growth, boil do 
least equally hard to learn from the US. generalities about the needs of investors for | 

The aspect of the US economy which Japan has been ment opportunities and the presumed desire of employe 

eagerly studying for the past three years is the small-com- for work opportunities that may be more exciting than th: 
pany sector and the system of venture-capital financing that traditional salaryman's career with a large corporation. П 
provides high-risk funds to high-technology start-up cor- addition to broad social or economic trends such as the 
porations that flourish in areas such as Silicon Valley or along however, there have been structural shifts in industry its 
Route 128 outside Boston. Starting in the summer of 1982, which ought to be leading to the emergence of a new gene! 
when a move was launched to reorganise the system of ation of fast-growing small enterprises 
entry to stockmarkets so as to give more of a chance to am- In the 1960s, and in the first three years of the 1970s when 
bitious small companies, Japan has experienced a flurry of Japan was experiencing the fastest gross-national-product 
excitement over what the media have dubbed the second growth rates ever recorded by any nation, investment in in 
venture rm (the first venture boot started out with high dustry was fuelled mainly by the existence of a huge market 
hopes in 197: 'elopments in the US — inside the country for standard mass-produced goods sucl 
but was enh ufe out pm the recession that fol- as cars, steel or colour TV sets. The realisation of unpre 
lowed the first oil shock). cedented economies of scale in the mass-production indus 
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Bank of Tokyo pro- 
/ Vides the seamless connec- 
^/ tion between your local and 
d international banking needs. Bank 
и p of Tokyo does this with superior ser- 
44 vices at both local and worldwide levels with 
„ a network more extensive than that of any 
other Japanese bank. Over 260 offices, 
representative offices and subsidiaries with 
their offices and 2,100 correspondent banks 
become powerful assets on your side in 
today's demanding financial environment. 
Compare our performance. We believe 
you will find it speedier, more reliable and 
more economical. From organizing world- 
wide syndicated loans to rapid foreign 
remittances to considerate local services, 
Bank of Tokyo provides the meticulous 
concern you deserve. 
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Leaders in international banking since 1880 — 


BANK OF TOKYO 
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Efficient telephone communications smooth the way 
for success in today’s business world. And when 
office automation is based on the latest telecom- 
munications technology, you can expect better 
results from both customers and staff. 
Oki’s ix 40&50 PABX state-of-the-art 
full digital phone system is designed 
for the office of the future. 
This compact system offers greater 
flexibility in its range of services. 
Plus it’s capable of interfacing with digital networks 
and dedicated digital lines as they become available. 
From Oki — pioneer in telecommunications. 


Oki Electric Industry Co., Ltd. 
10-3, Shibaura, 4-chome, Minato-ku, Tokyo 108, Japan. Tel: Tokyo (03) 454-2111 Telex: J22627 





"Full Digital PABX 








Kobe Steel offers a full array of projects, products and services that 
helps countries grow and prosper in a big way. 
For instance, through our efforts 
a cement plant has just been developed 
at the northern tip of Sumatra, Indonesia. 
But we work in a small way, too, right down to the people-to-people level to make sure 
progress is meaningful for individuals of a nation. 
In fact, we ourselves have expanded so much we have a new trademark to illustrate 
Kobe Steel's integrated industrial capabilities. 
KOBELCO. It’s the mark that’s growing in international importance. 
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<> KOBE STEEL, LTD. 


TOKYO HEAD OFFICE : Tekko Bldg., 8-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan/Tel : (03) 218-7111/Telex : 222-3601 KOBSTL J 
OFFICE : # 22-02 DBS Bldg., 6 Shenton Way, Singapore 0106/Те! : 221-6177/Telex : RS 23338 KOBSTL 
KOBE INTERNATIONAL (S) CO., PTE. LTD. : 60 Pandan Road, Jurong, Singapore 2260/Tel : 264-2444/Telex : RS 26574 KISCO 
Offices also in New York, Los Angeles, Dusseldorf, London, Mexico City, Sharjah and Melbourne. 


KOBELCO is under application for worldwide trademark registration, 
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and imaeinstive small firms 
that can keep up with rapid. 
shifts in’ patterns of de- 
mand for manufactured 
goods, while also offering 
full play to the inventive ta- - 
lents of the individuals who 
work for them. 


wg he notion that bright 
"oo: venture-busi- 
ness companies may 

be able to do more than mas- 
sive corporations to keep 
Japan'seconomy on the move 
over the next few years is not 
based only on theoretical ar- 
guments, though these still 
seem to predominate. Ac- 
cording to a survey carried 
out by Japan Associated Fi- 
nance Co. (Jafco), the largest 
and oldest of the 50-odd ven- 
ture-capital companies in 
Japan, small companies with 
original technology and im- 
aginative new products are 
already doing more than big 
corporations to maintain em- 


ployment levels — and even. | 
profitability — іп today's: 
J apan. 


The Jafco survey notes that. 
blue-chip companies such as _ 


Nippon Steel and Mitsubishi 


| Heavy Industries have drasti-- 


cally reduced the number 
.. of workers they employ 
` during the past few years 
so as to prevent their pro- 
fits from collapsing in the 
` face of relatively slow- 
© growing demand for tradi- 
tional products. A sample 
of ` venture. businesses 
analysed by Jafco reveals 
remarkable increases in 
i me cou- 
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Sales 403.8. 
Net profit 19.3 
Employees 14,052 
Nippon Steel | 
Sales 2,412,5 
Net profit 82.1 
Employees 11,669 
Toshiba 
Sales 1,240.0 
Net profit 36.2 
Employees 63,882 
Mitsubishi Heavy Industs. 
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- 20-year-olds are ready to take a chance with their careers 
than was the case during the high-growth period, though 
Nikkei, along with other mass media, appears to be slightly 
unsure why this change should have taken place. 

The final verdict on Japan's venture boom will have to 
await further developments — such as the results of con- 


— tinuing attempts by the nation's newly born venture-capi- 
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‘two points can be stated with confidence. Japan is 

being pushed by both internal and external forces to tap 
new sources of creativity among its own people, while in- 
vestors (both Japanese and foreign) are being driven (by 
lack of existing places) to put up their money to seek out 
novel and (by earlier standards) risky opportunities for 
equity investment. The combination of these two trends 
should drive Japan at least part of the way down the road 


already taken by venture capital in the US. п 
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VENTURE-CAPITAL INDUSTRY 





industry’s youth 
Japan's venture-capital industry has grown at a 
spectacular rate since the middle of 1982, when the 
industry was awoken from a 10-year sleep by im- 
pending changes in the rules governing the admis- 
sion of small companies to stockmarkets. 

In the spring of 1982 there were five venture- 
capital companies in existence of which three were 
involved in lending, rather than in nurturing the 
growth of small companies through equity financ- 
ing. One of the remaining two, Diamond Capital (a member 
of the Mitsubishi group), had been continuously engaged in 
venture-capital financing since 1974 but had only just 
started to earn a profit. The other, Japan Associated Fi- 
nance Co. (Jafco, related to the Nomura group), had re- 
cently resumed activity as an investor in stocks of small 
companies after several years during which it had been en- 
gaged mainly in loan business. 

By the summer of 1984 there were more than 50 venture- 
capital companies in Japan, nearly half of which had been 
started by securities companies — apparently in order to 
take advantage of improved facilities for the listing of 
small companies on the Tokyo, Osaka and Nagoya stock- 
markets as well as on the improved and reorganised over- 
the-counter market. The accumulated investments of 34 
companies which responded to a Ministry of International 
Trade and Industry (Miti) survey in June totalled slightly 
above ¥60 billion (US$248.97 million), compared with the 
¥38 billion worth invested (by 22 companies) at the end of 
1983 and a mere ¥16 billion worth of 
investments recorded in December 
1982. 

The investment figures as well as the 
increase in the number of companies 
indicate that venture capital has come 
a long way in a short time in Japan. 
However, a glance at some of the other 
available data suggests that the indus- 
try is still immature — at least by com- 
parison with venture capital in the 
United States. In the spring of 1984 ac- 
cumulated investments by Japanese 
venture-capital companies were worth 
only 3% of the amount invested by 
similar companies in the US. 

More remarkable is the contrast be- 
tween the two countries in the types of 
industries and the sizes of companies 
selected for investment. In both Japan 
and the US the electronics industry 
holds pride of place.as a destination for 
venture-capital investment. But a sur- 
vey conducted by the Miti in late 1983 
indicated that the runner-up industry 
for Japanese investors was consumer 
finance. 
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Omron Tateisi: electronics 


The fund overhang is a symptom of 


Investments in property companies also figure in the 
breakdown of industries selected by Japanese venture- 
capital companies though not on a scale which compares 
with consumer loan investments. An example of investment 
in property was the decision by Nikko Venture Capital to 
invest half of its capital in an unlisted property subsidiary 
of Matsushita Electric soon after its founding in summer 
1983. 

The contrast between the size of company chosen for in- 
vestment by Japanese and US venture capitalists is even 
more striking than the contrast between industrial sectors. 
Whereas US investors have focused chiefly on start-up or 
blueprint situations, the managers of Japanese venture 
companies appear to have preferred mezzanine-type com- 
panies that are only a few years away from achieving stock- 
market listings. 

A venture-capital company affiliated to one of the Big 
Four securities companies estimated in summer 1984 that 
roughly 85% of its investment selections involved com- 
panies expected to go public within five years while around 
30% were due to be listed within three years. One of the 
most experienced and long-established venture-capital 
companies, Diamond Capital, claims to have included 20 
genuine start-ups in a stable of 125 small companies but 
this sort of pattern is apparently far from typical of the in- 
dustry as a whole. 

One reason given by Japanese venture capitalists for cau- 
tion in investing in start-ups is the difficulty small Japan- 
ese companies allegedly face in obtaining timely and effec- 
tive patent protection for new technology. What may be 
more important than the patent issues is the lack of any real 





s is the first destination of venture-capital investmem 
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experietice pred on the part of px ida 1n МАЙ, or 
small Japanese companies, in what remains an imported 
system of financing. Executives in charge of Japanese ven- 
ture-capital companies are likely to be generalists with a 
lifetime of experience in various aspects of the securities 
business rather than specialists in small-company financ- 
ing as such. 

On the other side of the fence a major problem appears to 
be lack of experience on the part of small businessmen in 
drawing up investment presentations in a way that can 
readily be understood by prospective investors. According 
to a Japanese executive of a major US bank that has 
branches in Silicon Valley, a typical US venture-capital 
company can expect to be presented in a year with 500 or 
600 professionally drafted investment proposals from 
which a choice of five or six might eventually be made. 

A Japanese venture-capital company, on the other hand, 
is likely to have to use a large part of its manpower making 
initial contacts with small companies. Even after contact 
has been made far more time and effort is likely to be 
needed in Japan than in the US to reduce an investment 
proposal to a form in which a decision can be made by the 
venture-capital company. 

The contrast between the maturity of venture capital as 
a financing system in the US and its immaturity in Japan 
means, according to Jafco president Teiji Imahara, that 
whereas 10 people should normally be able to manage an 
investment fund of around US$200 million in the US, the 
same amount of money is liable to keep 50 people occupied 
in Japan. 

Apart from the manpower problem Japanese venture- 
capital companies tend to become involved in excess com- 
petition to buy stock in the relatively limited number of 
companies judged to be worthy of their attention. The in- 
dustry uses a supposedly scientific method of calculating 
the stocks prices of companies chosen for investment. (The 
method involves selecting as basis for comparison three 
quoted companies that are similar to the investment com- 
pany and then adjusting the price by reference to profit rec- 
ord and sales performance.) Despite this, rival venture- 
capital companies often seem to come up with widely dif- 
fering price quotations. 

In one case early in 1984, three different venture-capital 
companies offered ¥12,500, ¥15,000 and ¥19,000 for 
shares of the same small company. The company accepted 
the highest of the three — thereby of course reducing the 
scope for capital gain by the investor at the time when its 
shares are finally listed on a stock exchange. 

A final problem Japanese venture-capital companies 


Jafco's Imahara: m oney-handling 
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absorb the flood of funds they have been collecting from 
would-be participants in the venture boom. At the end of 
1982, when only two venture-capital companies had 
launched the so-called partnership funds that have become 
the industry’s standard method of collecting money, slight- 
ly less than one-third of the funds collected had been duly 
invested in fast-growing small companies. 

The ratio of invested to collected funds declined to less 
than a quarter in the following 12 months before improving 
marginally during the first half of 1984 to about 1:3.5. By 
the end of June 1984, however, there were still more than 
¥50 billion worth of partnership funds overhanging the 
market as venture-capital companies fought each other to 
acquire stakes in a limited number of desirable small com- 
panies. 

The men in charge of Japanese venture-capital com- 
panies seem confident that the fund overhang is a symptom 
of the industry's youth, rather than of any fundamental 
structural balance, but if this is so it must be seen as a fairly 
serious case of teething troubles. The next few years may 
show whether Japan is really on the way to establishing a 
venture-capital industry comparable to the US or whether 
venture capital, Japanese style, has been largely a matterof 
fashion. п 


VENTURE PROMOTION 


Carrying the 
economy into 


the 21st century 


Although Japan's private-sector, venture-capital 
industry lags far behind that of the United States 
in both size and sophistication, the Japanese Gov- 
ernment has arguably done more than any other to 
promote the growth of venture business. Official 
aids to high-technology, start-up corporations in- 
clude a loan guarantee fund that shoulders part of 
the risk of private-sector loans to small companies 
engaged in commercialising original technology 
and a system of subsidised technology plazas in which 
small businessmen can meet to pool new ideas and some- 
times to embark on joint development of new products. 

Apart from these existing measures, the Ministry of In- 
ternational Trade and Industry (Miti) is working on a 
number of other ideas that could help to make life easier for 
enterprising small companies. Details, of existing as well as 
prospective measures, follow: 
» The Centre for Development of Research and Develop- 
ment Oriented Enterprises (Venture Enterprise Centre — 
VEC — for short). Japan became the first country in the 
world to establish a government financing agency for hi- 
tech start-ups when VEC opened its doors in the summer of 
1975. Based on a blueprint for a similar organisation that 
was planned in the early 1970s by the state of Massachus- 
sets, VEC uses an endowment which is currently worth 
¥ 1.2 billion (US$4.98 million) as the basis for guaranteeing 
up to 80% of the value of private-sector loans to small com- 
panies that are attempting to commercialise original tech- 
nology 

VEC's statutes allow it to guarantee loans up to the value 
of eight times its endowment but the current outstanding 
value of guarantees is only ¥3.26 billion. Applications for 
loan guarantees, which outnumber acceptances by about 











“three to one, are vetted by an advisory committee of pri- 
Sivate-sector experts which includes Soichiro Honda, the 


‘founder of Honda Motor. 
VEC faced serious problems in its early years, partly as a 


"81 


^ 





INDUSTRIAL JAPAN ‘84 


result of the failure of companies using its guarantee sys- 
tem (no fewer than 10 out of 40 successful applicants in the 
first year of operations ended in the bankruptcy courts). 
More recently the organisation seems to have entered 
smoother waters. In fiscal 1983 (the 12 months ended 
March 1984) VEC issued ¥1.7 billion worth of guarantees 
to 37 companies. Successful applications were heavily 
weighted towards the electronics industry but also in- 
cluded a company developing robots to scrape barnacles 
off the underwater vents of power stations and a company 
trying to develop artificial leather for use on drums and 
other musical instruments. 

» Technology plazas. Japan's first technology plaza was 
started in 1975 by the government of Shizuoka prefecture 
as a means of encouraging technology transfers among 
small subcontracting companies whose normal business 
had declined in the wake of the 1975 oil shock. In 1981 Miti 
introduced a nationwide plaza scheme offering to pay half 
the running costs of plazas established by prefectural gov- 
ernments for a maximum period of one year. At the last 
count 43 out of 47 prefectures had started one or more 
plazas though the scheme was costing Miti a surprisingly 
modest ¥35 million a year. 


ew products developed in plazas tend to fall into the 
N category of mechatronics, a Japanese term which 

denotes the blending of mechanical and electronics 
technologies. A typical example of a product born as the re- 
sult of meetings between two companies at a plaza com- 
bines personal computer software with traditional en- 
gineering skills to produce a range of numer ically control- 
led mini-machine tools for use in schools and training insti- 
tutes. The companies which developed the Amini range of 
tools were Enomoto Kogyo, a subcontractor to the motor- 
eycle industry based in Hamamatsu and Omu Denki, a 
Hamamatsu software specialist 
» Assorted promotion measures. In the autumn of 1983 
Miti's Small Business Agency convened a Venture Business 
Research Group composed of some 20 businessmen, 
academics and journalists, as well as a sprinkling of gov- 
ernment officials to study further ways of assisting small 
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hi-tech companies. Published in 1984, the group's report 
recommended the adoption of an incentive scheme under 
which small companies would be allowed to deduct 7% of 
all expenditure for research and development (R & D) from 
their incomes for tax purposes. The 7% proposals cannot be 
introduced without the approval of the Ministry of Finance 
(MoF), but Miti is understood to have given priority to the 
idea in its request for budgetary allocations and the scheme 
is likely to come into force in 1985. 

The study group also proposed a relaxation of some as- 
pects of long-standing laws which have acted as a hin- 
drance to the development of venture business. One of these 
is a clause in the Anti-Monopoly Law which forbids pri- 
vate-sector venture-capital companies to sit on the boards 
of small companies in which they have invested. Another 
law proposed for revision severely restricts the ability of 
small companies to conduct head-hunting searches for 
salesmen and other types of workers who tend to bein short 
supply. 

Apart from legal and tax measures the Miti group recom- 
mended private-sector, venture-capital companies to lend 
more money to start-up corporations instead of to the rela- 
tively mature companies they seem to prefer. It also 
suggested that the network of government-run, credit- 
guaranteed associations which exists throughout Japan 
should be told to start guaranteeing unsecured loans of 
promising small companies instead of only fully col- 
lateralised loans. Such instructions however cannot be is- 
sued without the approval of the MoF which is considera- 
bly cooler towards the idea of venture business than Miti. 

One of the ironies of the Japanese Government's drive to 
assist venture business is that there is still no agreed defini- 
tion of exactly what kind of small company is covered by 
the term. The Miti study group defined venture businesses 
as small companies that are less than 10 у old and that 
are spending a minimum of 3*5. of theif Sales on R & D. 
Some other Japanese experts on hi-tech'$mall companies 
believe this is far too loose a definition. Arguments over 
what precisely constitutes a venture business seem likely to 
continue, but not to atlect the consensus that venture-type 
companies are onê öf the things needed (in the words of a 
Miti report) to help Ж arry the Japanese economy into the 
21st century." | п 
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` Wherever youre going, 

the going is easier with 
Tokai Bank. 

Entering a new market? Trying to get the most out of an old 


one? Tokai can help. With 31 international offices and more than 





1,100 correspondent banks, we give you fast access to a world of 
information and analysis. Our advice is tempered by over 100 1 
years of experience. And we have the financial resources' to pul 3 
your ideas into action. 

Tokai can also guide you through the intricate Japanese 
market. And because we maintain strong connections with the 1 
entire spectrum of business and governmental interests, we can 
offer almost unlimited access. 

So for everything from local bond issues to global 
computerized banking, talk to Tokai. And see how we can make 


% TOKAI BANK 


The International Pathfinder 


Head Office: 21-24, Nishiki 3-chome, Naka-ku, Nagoya, Japan Tel- 052-211-1111 
International Banking Group: 6-1, Otemachi 2-chome, Chiyoda-ku, Tokyo, Japan Tel: 03-242-211 






the going easier for you. 
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Foreigners have become important providers of 
venture capital for small unquoted Japanese com- 
panies over the past 18 months. They are responsi- 
ble for between a quarter and a half of total ven- 
ture-capital investment in Japan. The Washing- 
ton-based Japan Economic Institute estimated 
foreign investment in Japanese venture businesses 
to have reached US$40-80 million at the end of 
1983. 
Foreign venture-capitalists in Tokyo envisage a second 
— Japanese industrial revolution in which the traditional 
_ manufacturing giants will be superseded by small and 
~ medium-size companies using innovative technologies. 
- The views of venture-capitalists are by necessity and na- 
ture optimistic. Successful foreign experts in venture capi- 
_ tal in the Japanese market have benefited from the lack of 
ience among Japanese financial institutions, which 
` tend to be more cautious in making venture investments. 
— But the relatively recent nature of the foreigners' invest- 
— ments makes it difficult to assess fully the kind of success 
- they have had so far. 
EC Overseas investments in Japanese venture businesses 
| take the form of participation in partnership funds man- 
aged by Japanese venture-capital companies or through 
the establishment of foreign-owned venture-capital com- 
panies. Most foreign venture-capitalists work in conjunc- 
— tion with Japanese partners. But American corporate in- 
- westors, including TA Associates of Boston, Kleiner, Per- 
— kins, Caulfield and Byers of San Francisco, Citicorp Ven- 
| ge Capital of New York, along with a few accounting 
d s, have been operating in Japan independently. 
~ Foreign investors, by virtue of being foreign, face much 
— difficulty in identifying small start-up companies in Japan, 
— let alone establishing a relationship with individuals with 
- ideas for a business venture. Bringing in Japanese partners 
is a way of acquiring the necessary information and contact 
- with so-called grassroot businesses. This is the essence of 
the setup of Orient Capital, a venture-capital company in 
which Hambrecht & Quist of San Francisco and London 
merchant bank Baring Brothers & Co. are partners with a 
| - handful of top Japanese banks and securities houses. 
- Orient Capital was set up in October 1983 with a capital of 
¥300 million (US$1.25 million). 
The Japanese partners (led by Orient Leasing whose 35% 
interest makes it the major shareholder) are required to 
Кесопа staff members to the joint-venture company so they 
_ may share their connections with small unquoted com- 
—panies. Such knowledge is crucial to a venture-capital 
company because Japanese entrepreneurs, unlike their 
United States counterparts, are not accustomed to selling 
their plans to a professional financial institution in the 
` hope of gaining capital investment. Almost all cases consi- 
dered so far by Orient Capital for investment were intro- 
- duced on referrals by local branches of the Japanese share- 
holders, according to a company director. 
Foreign venture-capitalists, due to their experience in 
_ other markets, tend to be more willing to gamble with 
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higher risks. Baring’s Tokyo representative Gordon. 


| "McCallum said: “Merchant banks have always played in 
"the venture-capital game in the hope that the [venture] 
companies will come back as corporate clients. We are talk- 
"ing about high risk and high reward at the same time." 
As investors are not allowed by law to become directors 
“of companies in their venture-business nurseries, the: 
— foreign Capitalists cannot exercise management control. 
- Venture capital can, therefore, be little more than an alter- 
native to loan capital at present. Furthermore, Japanese. 
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Introducing the flare of US 
West Coast venture capital 


. is one of 13 so-call 


sentiment against takeovers 
may bar the venture com- 
panies from taking the advice 
of the capital investors. 

Orient Capital operates two , 
separate funds — the domestic 
fund is ¥2.7 billion in size 
while the foreign fund has al- 
most the same amount, made up of investments by US and 
British financial institutions. Orient Capital also provides 
a channel for Japanese investors to place their money over- 
seas. "The last thing foreign investors want is to go to Sili- 
con Valley via Tokyo, but the Japanese are interested to go 
overseas so part of the Japanese fund can go to Silicon Val- 
ley," said John McLaren, a director of Orient Capital. The 
Japanese fund has financed one investment so far, in the 
US. 

Foreign funds are intended mainly for manufacturers 
and designers of high technology. The bulk of the invest- 
ment portfolio of Japan Associated Finance (Jafco) is 
in electronics and computers — hardware (28.9%) and 





VENTURE BUSINESS: BANKS 


A harsh 
environment for 


growing boys 


Japanese banks have been the traditional provid- 
ers of funds to small companies in Japan but have 
tended to restrict lendings to companies which 
could produce collateral or which have big busi- 
ness sponsors. There is no legal requirement for 
loans to be secured against some form of collateral, 
but the tacit, though unofficial, criteria employed 
by the Ministry of Finance (MoF) in the annual 
scrutiny of the loan book of banks have been an ef- 
fective deterrent. 

While the MoF does not seem to have relaxed its un- 
spoken rules, the emergence of small, unquoted companies 
using innovative technology is unmistakable, forcing 
banks to devise new instruments for financing venture 
business. Two or three regional banks, including the Tokyo 
Tomin Bank and the Kyoto Shinyo Bank, have ventured to 
lend from * 5-20 billion (US$20.69-82.75 million) without 
collateral. The majority of regional banks that have special 
products — medium-term lending at 6.9-8% annual in- 
terest rate — for financing venture businesses still require 
some form of fixed assets as collateral. 

A few others, instead of altering their lending rules, have 
resorted to the method of forming companies to make loans 
or investments which are regarded too high-risk for a bank. 
In August, Sanwa Bank together with its subsidiaries and 
affiliates in the Sanwa Group set up a Y200 million ven- 
ture-capital company called Sanwa Capital: Sanwa Bank 
banks. The new company has in- 
vested some ¥ 20-30 million in five or six»companies with 
loans from the Sanwá'Bank. Sanwa Capital's chief execu- 
tive officer, Kengi Ueshiba, said his company will in- 






















a Б. 
* 2^ $ 
J^ r = E 
w^ uie 
"e m 





sumer 
communications (7.6%) and 
mechanical electronics (7.8%). 
In the case of Orient Capital, 
approximately one-third of 
the investment fund has been 
invested in 17 or 18 companies 
involved in electronics, robo- 


tics, software and medical 
equipment. 
Jafco established seven 


partnership funds between 
1982 and 1984 which were 
worth a total of ¥32.45 billion 
at the end of July this year, for 
which it collects an annual management fee of 3%. Some 
two-thirds of the partnership funds are from overseas, 
mainly Europe and Hongkong. The remaining third is from 
Japanese financial institutions, insurance houses and in- 
dustrial corporations, according to Akio Nishizawa of 
Jafco's office of the president. The funds include a ¥1.05 
billion fund set up in 1983 especially for investment in 
start-up ventures and a more recent fund solely for invest- 
ment in the Pacific Basin, mainly Australia. 

Jafco reckons to have advised and invested in 200 com- 
panies. So far ¥52 billion or 39.5% of the partnership funds 
has been invested. Jafco also manages three separate advis- 
ory funds for Banque Paribas, PHP of the Netherlands and 


vite long-term clients of Sanwa Bank to participate in a ¥2 
billion-a-partnership fund, but not in the near future. 

“We have no specific preference regarding the type of in- 
dustries. We are interested in companies which intend to 
get listed in five years or so," Ueshiba said. He said that is 
the major operational rule of his company. Bankers hold 
back on start-up companies because they feel that invest- 
ments in small companies have to suffer relatively slow 
growth and low profit margins. Banks are more interested 
in funding companies that have the potential to go public in 
a short period of time. 

Sanwa Bank is also a minor shareholder (5%) in Orient 
Capital, which includes two major foreign partners (see 
above). In addition, Sanwa Bank operates the Sanwa High- 
Technology Venture Development Foundation (San- 
tec) which was set up to commemorate the 50th anniversary 
of the Sanwa Bank. With assets of Y 150 million and a loan 
guarantee fund of Y150 million, Santec gives out subsidies 
to small companies in the high-technology development 
field, but its principal function is to provide guarantees of 
up to 80% of Sanwa Bank's loans to venture companies. 

According to Masatake Kondo, the executive director, 
the foundation has granted guarantees to eight high-tech- 
nology companies with less than 60 employees for loans 
totalling €322 million. It has given out grants to a company 


BANK INVESTMENTS IN 
VENTURE-CAPITAL COMPANIES 





Capital Date 
Company namê | (y million) 


Long-term Nippon Enterprise 1972.11 
Credit Bank’ evelopment 900 

Tokai Bank* Central Capital . 600 1974.1 

Dai-Ichi T Tokyo Venture 1974.4 
Kangyo Bank* Capital | 600 i 

Mitsubishi Bank Diamond Capital ' 500 1974.8 

Fuji Bank '' Fuji Investment ' ` 450 1983.7 

Fukuoka Bank * Kyushu Capital ^ - 100 1983.8 ^ 

Hokkaido > ¥ ‘| Takugin Univen ' 200 198477 
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Sanwa Banko» ', Sanwa Capital..;,, |... 200 1984.8. . 
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Jardine Fleming of Hongkong which would invest on the 
advice of the company. At the end of July 1984, the value of 
the advisory funds stood at ¥16.3 billion, consisting mainly 
of unit-trust money. 

While Japanese institutions are hesitant to deal in ven- 
ture-capital business before they can confidently evaluate 
the profitability of a small or medium-size enterprise, 
foreign capitalists believe that they are agents in giving 
momentum to a venture-business boom in Japan. “We are 
talking about Silicon Valley. We are keen as much as possi- 
ble to introduce the flare, at least, of venture capital on the 
West Coast [of the US]," McLaren said. But venture- 
capitalists need to provide more than funds to power the 
venture-business boom. According to Nishizawa, Jafco has 
plans to establish a recruitment service for its portfolio 
companies for specialists in the field of personne! and fi- 
nancial management. 

No matter how much bolder foreign capitalists may be, 
like Japanese financial institutions they have not yet fully 
ventured into the field of start-up companies. There is more 
profit-incentive in assisting the growth of companies 
which are not far from getting listed. And for the future, as 
Japan's high-tech companies become perhaps more numer- 
ous, diverse and internationalised, foreign venture- 
capitalists may find their best investment prospects in nur- 
turing partnerships between established foreign and emer- 
gent Japanese skills. п 
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which manufactures 
artificial veins and 
another which produces 
industrial microscopes. 
However, the money is 
hardly sufficient to 
bring about a revolution 
in Japanese industry: 
the foundation limits its 
subsidy to a maximum 
of ¥5 million a company 
and loan guarantees to 
no more than ¥80 mil- 
lion. 

Bankers’ attitude to- 
wards venture capital is 
still largely tentative. 
"We're still suspicious 
about whether venture- 
capital business will go 
well or not. That is why 
we have not formed a 
new venture-capital 
company but instead 
have an existent com- 
pany look into a few cases," said Takichi Sato of the Mitsui 
Bank's research department. 

Mitsui, another city bank, has a 5% share in Nippon 
Guarantee Service which set aside ¥2 billion for special 
loans to venture businesses in May this year. Mitsui Bank- 
related companies own the other 95% of Nippon Guaran- 
tee, which was initially set up for making housing loans. 80 
far, only Y80 million has been invested in two small 
software companies, 

Sato said that the bank's decision to give venture capital 
atry was prompted mainly by other Japanese financial in- 
stitutions such as regional banks and securities houses 
which have set up venture-capital subsidiaries. Mitsui 
Bank-decided against entering the venture-capital busi- 
ness 10 years ago when venture business began to emerge in 


Japan. Many of these small. and medium-size companies 


were badly hit by the oil shock which followed in 1913. The 


- bank has remained sceptical. in outlook and is acting cauti- 
ously regarding what others may consider to be the second 
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se society has always been big-business oriented 





1 апа medium-size companies which want to become 








































a tiny bourse in unlisted securities of small com- 
panies that exists in the three main business 
centres of Tokyo, Osaka and Nagoya. The reor- 


| a ganisation seems to have been a success to the ex- _ 
tent that more new companies have obtained OTC | 


tration in 1984 than ever before (a total of eight new 
tings in the first 10 months of the year compared with 
ree for the whole of 1983). i 


Ministry of International Trade and Industry (Miti) 


ture business in J apan, however, are not satisfied. They 
laim that none of this year's new OTC entrants are genuine 

ture businesses, even though the new rules were specifi- 
ally designed to favour such companies. Instead, mature 
panies with 10, 20 or even 30 years of business behind 
1 have been using the market as an additional source of 


The changes that took place in the OTC entry rules last 
ar included abolition of a requirement that new entrants 
ild be at least two years old at the time of application 
1 removal of a dividend requirement that had stipulated 
imum payment of Y5 (2 US cents) a share in the year 
istration. More important than the relaxation of entry 


rst time in the market's history, of authorised public 
igs of new sh | 

sd for existing shares to be traded). 

in on-line system of share-price quotations which began 





oing the rounds of different securities companies in order i 
check prices. The Japan Securities Dealers’ Association 
JA), which operates the on-line system, says the spread 

‘ween the prices quoted by different securities com- 

lies for the same OTC share has diminished markedly 

ce the on-line system came on stream. 

e JSDA claims to be fully satisfied with the way newly 

gistered OTC shares have sold to date as well as with the 

sponse of would-be new entrants to a new set of entry 

teria. Even the JSDA, however admits, that the com- 

nies that have entered the OTC so far this year have not. 
oeen of the typeit hopes will 








re companies should sta 
years’ time, according to F 
eral affairs section. 






isao Igusa,: 





iead of JSDA's gen- 


said: "We have studied the idea of venture capital. | 
ong time, but it is a difficult subject even now because 


ualified people with talent still tend to work for big 

panies,” he said. “In Japan, it is not too often that an Е 
yee of a big company would move to work for a | 

dium-size company. So the environment is harsh for - 


One of the steps taken by the Japanese Govern- 
ment in 1983 to boost the interest of investors іп. 
venture business-type companies was the геог- 
ganisation of the over-the-counter (OTC) market, 


'ureaucrats who have been trying to push the concept of . 





s as such was the lifting of a ban on active promotion оѓ. 
les by securities companies and the introduction, for 


s (before, market rules had only al- | 













function in July (on the model of the American National: 
ecurities Dealers’ Association Automatic Quotation E 
Stem) was another important innovation since it opened - 
е way for individual investors to buy shares without | 


oin eventually. Smaller ven- . 
be registered in about two* 


Igusa believes that about 25 new companies will be regis- 
























r off with capital investment from 
outside. Some bankers say that banks lack experience in 
obtaining information from small companies and assessing 
a company's performance and the saleability of its pro- 
ducts. There are banks which rely on trade magazines or 
employment opportunity listings for information about 
new venture businesses. This is perhaps why regional 
banks, which can confidently assess their region within 
which they operate, are more aggressive in entering the 
venture-capital business. 


tered on the OTC next year and perhaps as many as 40 the 
year after. One reason for the timelag between the market's 
reorganisation and the registration of new companies, he 
adds, is the requirement for all would-be entrants to go 


through a lengthy period of vetting by public accountants 


before applications can be accepted. 

A typical example of 1984's crop of entrants to the OTC 
was Hamamatsu Photonics, a maker of advanced equip- 
ment for measuring the chemical content of light, with a 
40% world share which was established in 1953 and is thus 
in no conceivable sense a start-up enterprise. Hàmamatsu's 
initial public-share offering was priced at 3,350 a share 





: when the company made its OTC debut in August but began 


selling on the secondary market at slightly 'above Y10,500. 
JSDA officials believe that foreign investors have shown 
a stong interest in newly registered shares like Hamamatsu 
but they haveno means yet of knowing precisely how much. 
Statistics showing the involvement of different kinds of in- 






 vestors and even the value of transactions on the market 


will not start to become available until next year. What are 
currently available are figures for the number of shares 
traded which show a sharp rise since the start of 1984. 

Turnover on the three OTC markets is still infinitesimal 

compared with that on regular Japanese stock exchanges 
(the number of shares traded during the first 10 months of 
1984, for example, was less than an average day's trading 
volume on the Tokyo stock exchange). But Igusa and his 
colleagues still feel the market has an important role to 
play. | s, 

One way of judging this is to compare the speed at which 
companies seem to be lining up to join the OTC with the fu- 
nereal pace of new listings on stockmarkets proper. In the 

y à P first 10 months of 
1983, 20  com- 
panies obtained 
listings оп. the 
Tokyo, Nagoya 
and Osaka 
stockmarkets, 
down from 30 in 
1983 and 28 in 


pace 







ets for small 
dı: medium-size 
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As the clock ticks, “К” Line clicks. 
“К” Line efficiency starts the moment 
your cargo's in our hands, 
and it never stops. We handle every ү: 
shipment with kid-glove care, load | 
and unload as quick as quick can get. | 


Your shipment leaves quickly, too. 
thanks to frequent “K” Line sailings, 
and takes the first ship out in transhipment. One intermodal › 
B/L does it all, door to door. And we always know where { 
your shipment is — to the minute and the mile. 

You just can’t beat *K" Line’s on-time, on-budget ability. 
And that’s another reason you just can't beat “K” Line. 2 
Tick-tick, click-click. Around the clock, around the world, | 
you're better off with *K" Line efficiency. 
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The fostering of venture businesses — small inde- 
pendent companies that use their own technology 
to develop original products — represents one of 
the main planks in the Ministry of International 
Trade and Industry's (Miti) strategy for ensuring 
that Japan retains its competitive edge vis-à-vis 
other industrial nations during the next decade. 
For the time being, however, Japan is home to a 
very different of small company — the subcontract- 
Бог, or shitauke. 

Shitaukes, which account for 65% of all small companies 


inthe manufacturing sector are, by definition, not indepen- 


` dent since they make their living by selling parts and com- 
ponents to larger companies — some of which may be pro- 
ducing finished products — while others may themselves 


| also be subcontractors. A Japanese shitauke may excel in 
— production technology, but is unlikely to be much con- 


" 
— 


<= 


E that the companies which belong to it are basi- 


- portant role to play іп an era of rapid technologi- 


out of date, the Japanese subcontracting system 


- wages help to keep down the costs of bigger and 


. lower than those paid by the big companies they 


cerned with the design or development of new products 
since this is a job which will fall outside the scope of its nor- 
mal business. Subcontractors, in short, are conditioned to 
operate on a very different basis from venture businesses — 
and might thus be thought to have a much less im- 


cal change. 
Apart from the fact that it is often thought to be 


. tends to be viewed with suspicion on the grounds 
| Cally nothing more than sweatshops whose low 


—better-known manufacturers. Wages paid by 
“subcontractors are frequently (if not always) 


_ supply, but it does not necessarily follow that the 





А system viewed with suspicion 


the full consent of the small company and in return for 
some other worthwhile benefits extended by the principal. 
The insistence of big companies on frequent small-lot 
deliveries also creates management problems for sub- 
contractors, though some of these can usually be passed 
on to secondary or tertiary subcontractors — which are 
thus in turn saddled with the disadvantages of smallness 
and dependence. 

On the other hand, many small Japanese companies 
would probably not have come into existence at all without 
the backing of the major companies on whom they still de- 
pend as customers. The system under which big companies 
such as Toyota or Hitachi guaranteed bank loans to help 
shitauke set up production facilities, produced a flow of 
funds into the small-company sector of Japan's economy 
during the 1950s and 1960s that might have been difficult 
to organise in any other way, given the immaturity of 
equity financing. Technology transfer from big companies 
to small or joint research efforts between principals and 
subcontractors are another positive aspect of the system. 

The risk that big companies might misuse their superior 


= entire subcontracting sector of the economy is 

- underprivileged as a result. In fact, both the 

— merits and demerits of the system are complex 
_ and hard to analyse. 

In the 1950s and 1960s reliance on subcontract- 

- ors, rather than on in-house production of com- 

- ponents, was one of the conditions for the ex- 






— electrical goods manufacturers no longer havethe 

— ^ financial incentive they once had to delegate pro- 

— duction of components to outsiders. The use of 

— subcontractors, however, enables big companies 

— to minimise their own inventories and is thus an 
— important instrument for controlling costs. 


b 


- tremely rapid growth of Japan's motor and con- 


-sumer electronic industries. Today, with ample fi- 
nancial resources of their own, major vehicle or 


During recessions, the subcontracting system has 
- another function. Shitauke companies can be and are used 
- as a buffer for the absorption of surplus labour which big 
` companies cannot employ but which also cannot be dismiss- 
еа or laid off under the famous Japanese lifetime-employ- 
_ ment system. The use of subcontractors as buffers goes a 


i long way to explaining why companies in industries such as 


» 


1 


steel have been able to undertake sweeping rationalisation 
programmes over the past five to 10 years while remaining 
at least nominally faithful to the doctrine that no self-re- 

- specting major company ever resorts to lay-offs. 

From the viewpoint of the shitaukes themselves many of 
the merits of the subcontracting system, as viewed by big 
companies, of course turn into demerits. The fact that a 
small company can be bullied into taking on unwanted 
staff of its principal clearly represents a case of might pre- 
vailing over right — unless the absorption takes place with 


ez 


ەس 





Matsushita Electric's fold-down TV: 3-1 proportion of capital in affiliates. 


bargaining power vis-a-vis shitaukes explains the exist- 
ence of what Miti bureaucrats claim is a unique law — the 
Shitauke Daikin Shiharai Chien Nado Boshi Ho, or law for 
the prevention of delayed payments to subcontractors. 
Enacted in 1956 but frequently revised to deal with new 
forms of anti-social behaviour by large corporations, the 
law nowadays controls many other things besides the 
length to which big companies can spin out the credit ex- 
tended to them by suppliers. An important abuse which is 
now illegal is the forced purchase by subcontractors of raw 
materials from companies to which they are supplying 
finished products. 

The sweeping structural changes that have taken place 


' within Japanese industry since the 1973 oil shock have, not 


surprisingly, created problems for shitaukes as well as 
their principals. The decline of some major industries has 
confronted subcontractors with the total disappearance of 
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what were thought to be reliable cus- 
tomers for their products. In other, 
more efficient industries, rationalisa- 
tion of product design has reduced 
numbers of components and thus also 
shrunk the scale of subcontractors' 
traditional business. 

A third wind of change which has 
created problems for subcontractors is 
the transfer by industries such as 
motor vehicles and consumer electro- 
nics of an important part of their pro- 
duction capacity to overseas markets. 
Shitauke companies, which find their 
manufacturing principals building 
new factories in the United States in- 
stead of Japan, may be able to ship 
components to the new overseas plants 
if the components they supply are highly 
priced in relation to bulk. More often, 
the choice lies between following the 
manufacturing principal overseas or — 
once again — surrendering part of the 
company's traditional business. 


ressures like those listed above 
seem to have provoked a tempest 
of reorganisation within the sub- 
contracting sector of Japan's economy 
with nearly half of all companies (ac- 
cording to a Miti survey covering the 
period from 1979-82) either experienc- 
ing or expecting to undergo changes 
such as mergers, involvement in 
cooperative marketing ventures, or 
upward and downward shifts in the 
pecking order vis-à-vis manufacturing 
principals. What the pressures do not 
appear to have done is to cause any 
shrinkage in the numbers of subcon- 
tractors as such. According to another 
Miti survey, 65% of all small manufac- 
turing companies in Japan regarded 
themselves as subcontractors in 1981 
compared with 60% in 1976 and 58% in 
1971. 

The tendency for the overall of small 
companies involved in subcontracting 
to rise steadily over the past few years 
has been matched by increases in each 
major industry but with significant 
differences between one sector and 
another. In fast-growing industries 
like precision machinery, transport 
and electrical machinery, where the 
big companies are famous interna- 
tional names such as Toyota, Mat- 
sushita or Hattori-Seiko, more than 
70% of all small companies regard 
themselves as subcontractors. In some 
other major industries such as pet- 
rochemicals, the ratio of subcontract- 
ors falls below 40%. But the industrial 
sectors in which subcontractors are re- 
latively rare seem for the most part to 
be those which are either growing 
slowly or are actually in decline. The 
subcontracting system, in short, con- 
tinues to be associated most strongly 
with the portions of Japanese industry 
that are still highly competitive by 
world standards — even if today's sub- 
contractors operate in very different 
ways from their predecessors. 

Another pointer to the health of the 
subcontracting system in today's 
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Icarus might have 
made it with 
real time information. 






As you get » 
closer to your goal, computerized 
conditions can change rapidly. services combined with our 
So success means having the specialized advisors and 
right information as it hap- sophisticated management 
pens. That's why Sumitomo are powerful Sumitomo re- 
Bank keeps you flying high sources we invite you to use. 
in all climates by exclusive With an eye on the future, 


facilities such as on-line Sumitomo's creative banking 

data between our many services and perspectives can 

overseas offices and Tokyo. do more for you. At the 
Extensive information start. And at the bottom line. 


«> SUMITOMO BANK 


3-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan 
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` Japan comes from a survey conducted by Shoko Chukin 


pi INDUSTRIAL JAPAN '84 


Bank (one of three state banks specialising in loans to small 
companies) on the technological level attained by 
shitaukes. Shoko Chukin researchers found, somewhat to 
their surprise, that more than half of a sample of small com- 


"pany subcontractors interviewed in 1983 claimed to have 


attained technological standards that were either a match 


| for (43.3%) or superior to (8.1%) those of their principals. 


In drawing comparisons between themselves and the 


bigger companies they supply, the subcontractors surveyed 


by Shoko Chukin were, of course, only focusing on the nar- 


_ row areas of technology in which they happened to special- 


ise. Even so, the results of the survey seem to run counter to 


the notion of subcontractors as an underprivileged second 
tier of the economy distinguished mainly by its low labour 
costs. 

A final point about subcontracting in today's Japan that 


` seems noteworthy is that capital tie-ups between big com- 


panies that manufacture directly for the market and small 
companies that make specialised components have appa- 


` rently become more normal. In the 1950s and 1960s, growth 
— of the major assembly industries were only occasionally 
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Best 


_ ahead of even the big city banks. In 


. cooperation with Daiwa Securities, 
. but was forbidden to do so by MoF 


— different from the CMA which have 
... become popular in the United 


controlled by their principals, though the pattern seems to 
have varied considerably from one major company to 


` another. In the 1980s, at least in some industries, the capital 


invested by major manufacturers in subcontractors or 


- other affiliates has come to exceed the value of the parent 
` company's own capital. 


A striking example of this trend is Matsushita Electrical 
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t of the company’s own capital. Today, the ratio is 
slightly more than three to one in favour of capital invested 
in affiliates. 

If the subcontracting system in Japan is still a key ele- 
ment in the nation’s industrial success — and if the system 
is founded on a set of values and relationships which are di- 
rectly opposed to those associated with venture business — 
it becomes natural to wonder whether venture business has 
any real place in Japan. The answer, surprisingly, is still 
yes. Japanese subcontracting companies, as already noted, 
are masters of production technology but have never 
sought to make a living by developing new products, a task 
which they have been happy to leave to their principals. 
Venture businesses, on the other hand, appear to thrive 
precisely because certain types of highly specialised new 
products can be more efficiently developed in the 
freewheeling environment of a small company than in the 
more disciplined atmosphere of a big corporation. 

An additional reason why both venture businesses and 
shitaukes seem to have a role to play in Japan is that ven- 
ture businesses themselves frequently make use of subcon- 
tractors. A classic example of a fruitful alliance between a 
venture business and a group of shitaukes is Nippon Jido 
Seigyo, the electronics specialist whose case study appears 
on page 78. The example of JDS seems to indicate that com- 
panies that are highly innovative in product development 
— but totally uninvolved in production — and companies 
that devote themselves only to perfecting production sys- 
tems both have a place in Japanese industry. 





KYOTO COMMUNITY BANK 








The conservative lending attitudes of bankers are 
often cited as one of the main barriers to the 
growth of venturesome small companies in Japan. 
Kishio Sakakida, president of Kyoto Community 
Bank (Kyoto Shinyo Kinko) is anything but a con- 
servative. 

It was under Sakakida's leadership that this 
small bank installed an on-line computer system 
in the late 1960s, well 
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spring 1984 Kyoto Shinyo achieved 
another breakthrough. After three 
years of arduous negotiations with 
the Ministry of Finance (MoF), the 
bank finally got permission to in- 
troduce a new kind of deposit in- 
strument which allows money to be 
automatically transferred from a 
fixed-rate deposit to a floating-rate 
investment trust as soon as a mini- 
mum balance is reached. 

Sakakida wanted to call his new 
instrument, which was launched in 


a Cash Management Account (CMA) 


on the grounds that his scheme was 


States. In the end he settled for 
Community Money Account, 
thereby at least using the same 
initials. 

60 


opportunities may 
be in the regions 








In the field of loans to small companies Kyoto Shinyo 
also has a pioneering record. In 1981 it became the first Ja- 
panese bank to offer unsecured loans to finance the deve- 
lopment of new products or technologies by small com- 
panies — and thus the first to be in a position to finance 
what are now called venture businesses. 

As in the case of the CMA, Kyoto Shinyo had a hard job 
getting the MoF to approve its hi-tech lending scheme. Ja- 
panese banks are not legally obliged to demand collateral 
from their customers when they make loans, but loans 
which are less than fully secured are liable to be classified 
as bad by the MoF inspectors who 
conduct an annual check on all 
banks' books. Sakakida says it took 
more than a year to persuade the 
МОЕ not to give a black mark to his 
scheme. "Now [the] MoF is telling 
other banks to follow our example,” 
he claimed. 

The irony of Kyoto Shinyo's re- 
cord in making non-traditional 
loans to non-traditional companies 
is that the bank's home territory is 
one of the most tradition-bound 
areas of Japan. Industry in Kyoto is 
still based to a great extent on the 
ancient arts of textiles weaving and 
dyeing, lacquering апа pottery 
which flourished during the 11th 
century when Kyoto was the im- 
perial capital of Japan. 

The stagnation of these tradi- 
tional industries is:'one reason why 
Kyoto has lagged Бећіпа the rest of 
the country in its economic growth 
'rate during the past two decades, 
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World banking 
is our business 


The BNP Group provides 

a comprehensive range of banking 
services in Asia. 

In Japan, we are present in 

Tokyo: BNP Branch and Financial 
Representative Office, 

Osaka: BNP Branch. 


We are also present in 
Hong Kong, India, 
Indonesia, Korea, Macau, 
Malaysia, the People's 
Republic of China, 
Philippines, Singapore, 
Taiwan and Thailand. В М 


BANQUE NATIONALE de PARIS 


16, boulevard des Italiens - 75009 Paris 
Telephone : (1) 244.45.46 - Telex : 280 605 
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* unchallenged authority! 


There is no doubt amongst leading top management as to which publication 
is considered the most authoritative in the region on coverage of Asian busi- 
ness affairs. It’s the Far Eastern Economic Review by an overwhelming 
majority! 


Ee e 


No other publication in Asia or anywhere for that matter provides such 
depth and breadth of coverage of events throughout the region. Don't just 
take our word for it. Ask the people you look up to and respect the most 
which publication they turn to for unparalleled coverage of Asian news. The 
overwhelming response will be the Far Eastern Economic Review! 








Since J anuary с of 1974, the Review has grown in size from just over 20,000 
copies per issue to its present circulation of more than 62,100 copies per 
issue. 
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A growing number of advertisers have taken full advantage of this impres 
sive erowth. Last year the Review carried 2,514 pages of advertising from 
nearly 600 of the world's top corporations. 


Advertisers know beyond question that the Review reaches the highest con 


centration of Asia's most important people. And they know that as an effec 
tive advertising vehicle, its performance is unequalled. 


FarEastern Economic 
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he construction of Duildit 
will serve well into the nt 
century requires a Specia 
combination of capabilities 
the supply of steels developed 
match the particular locale an 
project. Plus construction meth 
specifically suited to the steels 
being used 
That's why Nippon Stee 
head and shoulders above othe 
building constructors. We т 
one of the world's largest steelmake 
but also an experienced construct 
steel structures throughout the worla 
Our expertise has been proven tim: 
and again through the development 
new steelmaking and construct 
technologies, and applied in high 
apartment complexes, commer 
centres, manufacturing facilitie: 
similar structures that becom 
focal points of community pr 
To fill your requirements for ba 
materials, Nippon Steel suppli 
weldable high-strength steels 
corrosion-resistant steels, апа 
featuring high yield/tensile sti 
They are supplied as shapes 
piles, or as sheet and plate 
decorative floors, interiors апо 
exteriors. And one of our latest 
developments in building mater 
technology is “NS Truss”, a st 
system that allows even unsi 
workers to create columnies 
gymnasiums, exhibition halls 
warehouses with spans up t 
200 metres 
Besides fabricating structut 
accoraing to individual specificatior 
Nippon Steel engineers als: 


~ 


-. 


their assembly at the building 
fact, Nippon Steel can handk 
aspect of construction from develot 
ment planning and building desigti 
materials supply, fabricatior 
final constructior 

So no matter how bi 
you want tO go, you af 
technology and stee 
to meet your needs, when | 
with Nippon Steel the ste 
who combines advanced 
know-how with world-leadit 
production of steel 
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—  MOPITOS ARE EAF EARNED THROUGH USE — NOT OWNERSHIP — ОЕ : EQUIPMENT ее" 
NOW, WE MEET ALL YOUR NEED — 
ANYTHING THAT BELONGS IN THE CATEGORY OF 
MACHINES AND EQUIPMENT IS AVAILABLE — MACHINE TOOLS, 
CONSTRUCTION EQUIPMENT, MANUFACTURING MACHINES, 
SHIPS AND AIRPLANES, OFFICE MACHINES, 
FREEZING EQUIPMENT — AND SO FORTH. 


THROUGH OLC’S NETWORK 
WE NOT ONLY MAKE YOUR BUSINESS COMPLETELY ESTABLISHED WITH LEASING 
BUT ALSO PROVIDE ALL FINANCIAL SERVICES YOU NEED 


OLC's subsidiaries and affiliated Companies in Asia 
Hong Kong — Orient Leasing (Asia) Ltd, rien easing sia 
~ Orient Leasing (Hong Kong) Ltd 
Singapore — Orient Leasing Singapore Ltd Licenced Deposit—Taking Company 


eer e T vena uasin ^ Orient Leasing (HK) Ltd. 


Korea — Korea Development Leasing Corporation 





Equipment Leasing Specialist 


: Philippi -C lidated Ori Leasi nd 
Orient Leasing Co., Ltd, A estes T 30th Floor, United Centre, 95, Queensway, Hong Kong. 
n MA LOO, EM Tel: 5-295522-7 Telex: 75680 OLCHK HX 
TOKYO Sri Lanka — Lanka Orient Leasing Co., Ltd. 


China — China Orient Leasing Co., Ltd 





Sumitomo Metals. 
Two words worth 1000 pictures. 


As the world's eth largest steel company, 
you'll find Sumitomos slide show full of 
familiar steel-making activities. Sumitomo 
supplies steel for construction, transporta- 
tion, energy resource recovery— you name 
it—an extraordinary range of industries that 
move and shape the world. 

But you'll also find something else. 
You'll see Sumitomo providing the engi- 
neering assistance companies often need 
to undertake mammoth steel construction 
projects. And you'll also see Sumitomo 
helping companies—and countries—to 


improve their steel-making capability by 
providing them with state of the art steel- 
making technology. 

And if you look very carefully, you'll also 
see Sumitomo Metals and its 80 affiliated 
companies going even further— beyond the 
range of normal steel-making activities — into 
challenging new industries like electronics 
special metals and eneray. 

So the next time you see the name 
“Sumitomo Metals” please remember, it's 
two words worth 1000 pictures 


«€ SUMITOMO METALS 


ah... METAL INDUSTRIES, LTO. Tokyo & Osaka Japan 


SINGAPORE OFFICE: 6 Shenton Way #39-03, DBS Building, Singapore 0106 Phone: Singapore 220-9193/Telex: 21194 
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hi-tech areas such as Epi iia and ne 
have begun to emerge out of the traditional handicrafts 
industries, often using the old techniques as a starting 
point. 

Kyocera (formerly Kyoto Ceramics) is an example of an 
outgrowth from the traditional Kyoto pottery industry, 
while biotech specialists such as Takara Shuzo have ap- 
peared in Fushimiku, a district of Kyoto that was formerly 
given over to the brewing of sake. Kyoto Shinyo's aim in life 
is to act as a midwife to more such companies, not only by 
lending but also by providing business consultancy ser- 
vices through its network of 70-odd branches in the Kyoto 
area. So far the bank has made about ¥2 billion (US$8.16 
million) worth of unsecure loans to more than 80 borrow- 
ers. The projects financed by the scheme have ranged from 
a new manufacturing system for silicon and gallium arse- 
nide (a material likely to be used for the next generation of 
large-scale integrated chips) to the development of intelli- 
gent assembly robots with microscopic vision. 

Apart from wanting to provide a boost to the economic 
development of Kyoto, Kyoto Shinyo has a reason that is 
rather closer to home for doing more than its fair share of 





CASE STUDY: TOSHIBA MICON 


Small firms make 
faster decisions 


One of the reasons why independent small com- 
panies are thought to hold the key to Japan’s ad- 
vance into the post-industrial era is that they can 
take decisions more quickly than big corporations. 
For exactly the same reason, some of Japan's 
largest manufacturers in high-growth areas such 
as electronics, are hiving off divisions to make new 
companies. A typical example is Toshiba Micon 
Engineering, a specialist in designing and testing 
large-scale integration chips, which has increased its turn- 
over five times since it split from Toshiba Corp. in 1981. 

Toshiba Micon began life seven years ago as the semicon- 
ductor design centre of Toshiba's Tamagawa factory — а 
huge complex on the southern outskirts of Tokyo which 
employs more than 2,000 workers. The design centre grew 
rapidly even in its first two years according to Hiroshi 
Yamamoto, the man who now heads Toshiba Micon, but 
there were serious administrative problems. One was that 
Toshiba's cumbrous system of vetting investment propo- 
sals took far too long for a division whose business could 
change out of recognition within a couple of months. 
Another was that the division could not get (or keep) 
the kind of workers it needed so long as it came under 
the authority of Toshiba's central personnel depart- 
ment. 

Toshiba itself hires top-level university graduates, with 
good examination grades, who are expected to spend their 
careers as generalists switching from one division to 
another before finally becoming top managers. What the 
semiconductor-design department needed was an army of 
young engineering graduates prepared to specialise in one 
job — and did not necessarily need top academic qualifica- 
tions. 

In order to get the freedom it wanted to hire workers and 
to make off-the-cuff investment decisions, Toshiba Micon 








was established in 1981 as a wholly owned Toshiba sub- 


sidiary with a staff of 100 engineers and nine adminis- 
trators. Today, the company has about 500 engineers but 
still the same number of administrators. Decisions on new 
investments are made in one day by Yamamoto and two 


other directors and then merely reported to Toshiba (in- |. 
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innovation. Out of the 460 shinyo kinko or community ^ 
banks that were established in Japan after the war to look 
after the financing needs of small companies, three of е 
top 10 are located in Kyoto with the result that competition 
is intense. A further twist to this situation has occurred 
during the past few years with the liberalisation of contre 
on interest rates than once acted as restraint on competi- 
tion among banks. Liberalised interest rates mean hig gi 
operating costs which in turn need to be balanced by highe 
revenues. i 
Sakakida thinks that banks like his may eventus " 
forced to merge with each other or to accept takeovert ic 
from big city banks that are free to move their m те 
around the country instead of being legally bound, 1 
shinyo kinkos, to particular areas of Japan. Before this 
happens, however, Sakakida is determined to explore а] 
possibilities. One is that banks like Kyoto Shinyo rud 
able to demonstrate that some of the most interesting b 
ness opportunities to be found in Japan are, after all, inth 
regions rather than in the major centres of econor 
power. 


stead of taking from 
three to six months to 
get approval by the 
Toshiba board). 

The company claims 
to be able to borrow 
money at sight from 
five out of the 13 city 
banks that have 
branches in Kawasaki, 
the Tokyo suburb in 
which it is located. 
Most unattached small 
companies have to 
provide collateral for 
loans but Yamamoto 
says this has never 
been a problem for 
Toshiba Micon. It has 
used the Toshiba name 
as a means of getting 
cheap credit even 
though Toshiba no 
longer has direct responsibility for its financial operations 

Toshiba Micon hires engineering specialists out of pr 8 
vate universities or high schools at the same starting ra es 
as Toshiba, but is in a position to increase the salaries paid 
to promising individuals about twice as fast as Tos I 
would be able to do, Yamamoto says. This is because the 
company is not bound by the cumbersome seniority-wag 
increase system that is traditional in most big Japan 
companies. A promising engineer can earn up to *5 mi on 
(US$20,746) a year at Toshiba Micon at the age of 2 
though not many people in the company are as old as th se " 
About one-third of all Toshiba Micon staff are women wh 
in the normal course of events, will probably retire some- 
where between the ages of 25-30 to get married. 

Toshiba is one of three Japanese electronics giants that: 
have hived off their semiconductor-design operations ir i" 
seperate companies, the others being Hitachi and NEC 
Corp. United States companies, according to Yamamott 
have not followed this pattern, resorting instead to inde 
pendent design bureaux which exist in order to absorb the 
overflow of integrated circuit (IC) design work from big 
companies. Yamamoto says the US system, which relies on 
students moonlighting from universities, is less efficient 
and more costly than the Japanese approach. The ability to 
design rapidly and cheaply is one reason why Toshiba fee 
confident of overhauling its US rivals as the next. genera 
tion of ICs comes on to the market. 1 
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CASE STUDY: NAGANO 


Silkworms first, 
then shoehorns 
and now robots 


The small town of Sakaki in the mountainous 
northeastern corner of Nagano prefecture was 
famous for its silkworm industry in pre—World 
War II days and has been growing apples and pears 
since the war. Apart from that, Sakaki grows small 
companies. The town boasts more than 300 indus- 
trial enterprises ranging in size from medium-size 
companies with 800 or 900 employees to tiny one- 
man (one-woman) workshops equipped with the 
last word in numerically controlled (NC) machine tools. 

About one in three of Sakaki's 17,000 inhabitants are em- 
ployed in industry and roughly one-third of all the robots 
and NC machines in use in Nagano prefecture are claimed 
to be located within the town limits. Sakaki represents only 
a minute dot on the industrial map of Japan. But town 
officials claim that roughly 1% of all robots and NC 
machine tools in use in Japan are to be found on their terri- 
tory. 

Unlike small companies in most other rural areas of 
Japan, Sakaki's 300-odd small and medium-size manu- 
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Around the world... 


With the passage of time, our services only get better. 
Our global network lets us serve you quickly, efficiently. 
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facturing enterprises are not heavily dependent on orders 
from the big industrial complexes located along the Pacific 
coast of Honshu. The town contains its own mini-groupings 
— microcosms of the industrial empires that operate out of 
Tokyo or Osaka. Nearly all founders of such enterprises 
were born and bred in or near Sakaki, though some started 
their present enterprises only after gaining experience in 
other parts of Japan. 

According to officials at the handsome new town hall. 
Sakaki's industrial revolution resulted in part from the ex- 
treme poverty the town and its neighbourhood experienced 
just before the war when the silkworm industry collapsed. 
Sakaki is situated in one of the least fertile parts of Nagano 
prefecture, with low annual rainfall and with very little flat 
land available for farming (the average size of farms in the 
area, at a minuscule 5,900 m?, is just over half Japan's na- 
tional average). 

Because crops other than silkworms seemed to have little 
chance of earning a profit, Sakaki's local government 
started trying to attract industry from outside the prefec- 
ture a few years before the outbreak of war. Its efforts 
began to show results from around 1943 onwards when four 
Tokyo-based companies arrived as refugees from Ameri- 
can bombing. The original four companies are still doing 
business in Sakaki but they have long since produced a 
chain of descendants in the form of enterprises started by 
workers who decided to spin off from their original em- 
ployers. 

An example of a company which moved from Tokyo dur- 
ing the war is Hioki, an electronics manufacturer with 380 
employees, which is one of the world's leading producers of 
analogue multimeters, as well as being a specialist in the 
design and manufacture of personal-computer controlled— 
plotting machines. Hioki originally set up shop in 1935 in 
Tokyo's Meguro ward but transferred its staff and facilities 
lock stock and barrel to Sakaki in 1944. 
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market for digital multimeters. Soar's Anniki sales T1 
around ¥3 billion (US$12.47 million) are still behind those 
of Hioki but the gap seems to be narrowing. Both com- 
panies boast an international network of subsidiaries and 
OEM (original equipment manufacturer) tie-ups that belie 
their remote location in Nagano prefecture. 

Another Sakaki company which claims a major share of 
the world market for its main product is Nissei ASB, a 
manufacturer of fully automated single-stage moulding 
machines for plastic bottles and containers. Founded by 
Katashi Aoki, a native of Sakaki who started a shoehorn 
factory in 1945, Nissei sells 70% of its machines outside 
Japan and claims a 30-40% share of the United States mar- - 
ket for its product. Nissei's main US competitor, Cincinatti 
Milacron, is said to have made an unsuccessful takeover bid 
for the company in an attempt to neutralise its challenge in 
the US market. 

Sakaki town officials claim that about half-a-dozen lo- 
cally based companies are world leaders in their particular 
branches of manufacturing technology (apart from those 
already mentioned the list includes the electronic-type- 
writer maker, Nakajima All, Alps Tool and Daiwa Giken). 





At the opposite extreme the town boasts more than 250 
companies with fewer thàn 10 employees and 137 with less 
than four. Factory sites tend to be minute, given the overall 
shortage of land in the area, but money is less of a problem. 

Apart from the fact that two local banks work closely 
with the town government in identifying and supporting 
promising start-ups, there are agricultural cooperative. 
funds available that are no longer needed for financing 
farming. Electronics Japan, a company with 40 or so em- 
ployees that exports burglar alarms with infra-red sensing 
devices to Britain and the US, got its start with a Y38 mil- 
lion loan from a farmers' cooperative. 

Unlike some of Japan's other small-business Мессазѕ, 
Sakaki is not located close to a technical college or a uni- 
versity. Instead the town set up a business school of its own 
aimed at developing the computer-programming skills 
needed to run small companies. The school borrows space 
from the local chamber of commerce and gets its lecturers 


free from prefectural government-research institutions or | 


from big electronics companies in Tokyo (which see this as 
a way of picking up customers), Sakaki's approach to the» 
task of educating its businessmen is one more example of 
the way the town has picked itself up by its shoestrings to 
become a centre of industrial innovation. п 
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. December 1983 and a figure of ¥7.5 billion is projected | 












































In a nation in which non-conformism is difficulté 
the best of times, the message which Yasuhike 
Ohmori delivered to his company president ba с: 
in 1976 was little short of revolutionary.” 
Ohmori was at the time the general manager of 
both the corporate finance and the international 
departments of Nomura Securities, one of Japan's 
largest lifetime-employmen establish- 
ments. A man's career path could hardly have been 
better laid. à 

Yet it was from this comfortable station in life hat 
Ohmori, then 51 years old, went up to his boss and û 
nounced that he wanted to leave the firm and join up wi 1 ы 
venture-business organisation selling ti 
some measure of the daring of his action that it was r 
until six months later that Nomura's president finally w 
persuaded to release him from his contract. 

Ohmori played a key role in the success story of the v 
ture firm, Secom Co., which currently holds a domine 
sition in the field of advanced computerised security 
work systems. Now, eight years on, Ohmori is president à 
chief executive officer of a second venture company, $ 
Bank Corp. — arguably one as maverick in character ИЩ 
one could find in Japan. 

Soft Bank, a distributor of packaged personal-co - 
software, was founded by a 24-year-old Berkely gra 
Masayoshi Son, in 1981. Ohmori teamed up with Son i | 
April 1983 and together they have taken the company to1 
position of market leadership in Japan, using às "d ii | 
motto, Ride in Tandem; when one temporarily loses fi 
power, the other will make up the difference and still k e 
on pedalling. Annual sales of Soft Bank rose from Y2.2 b 
lion (US$9.13 million) in December 1982 to ¥4.5 billion: 
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the present financial year. The company currently has т 
than 200 staff, though there were only 70 employees 
one year ago. 
The bold decisions in the career path of Ohmori are indi M 
cative of the determination which is essential for succe 
when one moves beyond the mainstream of tradition 
business life in Japan. The nation's venture firms might if 
fact best be characterised as adventure businesses. It is alse 
noteworthy that in the case of Soft Bank, as with many” 
other venture firms in Japan, the company leaders haye 
broad experience of foreign — in this case United States: 
business practices and management philosophies. M M 
While working for Nomura, Ohmori studied corporate й 
nance at Goldman Sachs on Wall Street. Further clues as to 
the origins of his present corporate strategies at Soft Bank | 
lie in the two years of special studies he followed prior t9 
his departure from Secom at the Nomura management 
school — based on the Harvard case-study method — ane 
at the Nomura Wharton School, based on the Wharton | 
school method of the University of Pennsylvania 
Ohmori suggests that his greatest influence was, however, 
the contacts he enjoyed with the top-class young entre 
preneurs of the day while he was working in Nomura * cene? 
tral finance department. Many of these bright young hope- 
fuls are now the presidents of their own firms, which In- 
clude Nisawa Homes, CSK Computer Services, Ito Yoko | 
supermarkets and Skylark family restaurants - 
Initially the company made its profits from geuis- 
software, but in the past year alone the business: game rat o 
has shifted from 30: 70 to 60:40, a trend he expects to con- 
tinue. His prediction is supported by the recent sales fig- 
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shipped is dropping, the value of 
goods is rising. NEC maintains 
this is owed to a growth in the use 
of personal computers in distri- 
buted-data processing in the 
business field and a relative de- 
cline in prominence of the home- 
use market. 

Ohmori believes there are five 
basic element required for a ven- 
ture business to succeed: 

* A clear corporate vision or 
philosophy shared by all the top 
executives of a company. In Soft 
Bank this concept is described as 
the company as integrator of in- 


pany vision is broken down into 
several specific objectives. These 
include the creation of personal- 
computer culture, promotion of 
information-network business, 
pursuit of new areas of com- 
puter-related business, estab- 
lishment of joint-management practices with hardware 
and software makers; and finally Soft Bank aims to become 
a new leader in the information industry all over the world. 
To ensure these objectives are clear in the minds of his 
whole staff, Ohmori gathers all his employees together once 
every month for a morning meeting when company aims 
are discussed. 

» The second guideline is that an entry barrier for com- 
panies wishing to participate in one's business must be es- 
tablished. Ohmori says that in his rapidly growing indus- 


nking called for. 





trial field everyone wants to get 
in. The barriers he has erected 
consist of restrictions  con- 
cerning a company's manage- 
ment system апа technique, 
technology and marketing po- 
licy. 

» Thirdly, Ohmori stresses the 
need for innovative thinking in 
the key areas of marketing po- 
licy, technology and manage- 
ment strategy. 

> Next, a venture business must 
have a very unique and careful- 
ly planned financial strategy. 
Soft Bank's is reportedly very 
individual, but Ohmori under- 
standably declined to go into de- 
tails. 

» Finally, Ohmori calls for flex- 
ible thinking. As an example 
of this he cites his manage- 
ment's readiness to take on the 
highly unorthodox challenge of 
an almost three-fold growth in 
staff levels in а single 
year. 

The area of human resources is the one Ohmori sees as 
bringing the biggest problems for the average Japanese 
venture concern, though Soft Bank's reputation is such 
that it has been able to attract sufficient numbers even of 
top university graduates and middle-management groups 
which are usually most elusive. 

Another barrier can be funding, but Ohmori paints a 
bright picture in this respect saying: "In Japan it is now 
easy to get funds from the money market compared to 10 
years ago.” п 





CASE STUDY: SORD 





about this one 


Investors who have been rushing to buy shares in 
Japan's glamorous new venture companies do not 
always find things working out entirely according 
to plan. An example of one company that has not 
yet fulfilled the extravagant expectations placed 
upon it — though it may yet do so — is Sord Com- 
puter, one of the main Japanese contenders 
in the ultra-competitive personal computer 
market. 

Sord was founded in 1970 by Takayoshi Shiina, a 
former salesman for a company importing small 
United States computers with the aim of developing 
new easy-to-use software, as well as low-cost 
hardware for small business computers (hence the 
name, which combines the first two letters of SOft 
and the last two of haRD). The company achieved a 
major breakthrough in its second year when Shiina 
developed the first small computer in Japan to use a 
memory based on large-scale integration chips, in- 
stead of the far more costly ferrite memories favoured 
by bigger companies. 

In 1981 Sord beat its larger competitors again by 
introducing the first easy-to-learn computer lan- 
guage in Japan. The Sord language, PIPs I, was 
claimed to take less than half-a-day to learn (in con- 
trast with the several days needed for Basic). Thanks 
to the boost given by its ultra-competitive hardware 
and its revolutionary software, sales doubled every 
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Nagata had better be right 


year until 1982 when they hit *15 billion (US$60.6 mil- 
lion). The number of Sord employees also grew explosively 
from three in 1970 (Shiina himself and two relatives) to 150 
a decade later and to more than 500 in 1982. 

By mid-1982 it was becoming obvious that Sord needed 
capital in order to realise its full potential — and equally 
obvious that investors would be only too happy to oblige in 
anticipation of the handsome capital gains expected to be 
realised after Sord went public. Sord accordingly in- 
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Sord's Shiina: underestimated market-entry time needed. 
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J: раг кр, overseas as well as twó ven- 
ture-capital companies (Japan As- 
sociated Finance Co. and Sanyo). The 
two issues of shares took the capital 
from ¥130 million in mid-1982 to 
¥260 million in February 1983 and to 
¥2.6 billion in August of the same year. 
At the time of the February issue, 
shares with a nomina! value of #500 
were sold to investors at an effective 
price of ¥35,000 (allowing for a free 
one-for-one distribution). 

Sord's capital increase was underta- 
ken on the assumption that the com- 
pany would go public, probably 
through registration on the Tokyo 
over-the-counter market in early 1984, 
but Shiina soon found that he had 
underestimated the time needed to 
prepare for market entry, so the date 
was postponed by one year. In Novem- 
ber 1984 Nomura Securities, which 
had been handling Sord's affairs, de- 
cided on a further delay, this time 
without any firm date for eventual reg- 
istration. 

The Nomura decision, which was not 
announced directly to foreign share- 
holders, is thought to have reflected a 
sharp downward revision of profit 
forecasts for Sord's 1984 financial year 
(ending February 1985). Sord original- 
ly expected to earn an ordinary profit 
of ¥3.7 billion in 1984, up from the 
1983 figure of ¥2 billion. By late 
November it seemed certain that the 
actual figure would be less than ¥1 bil- 
lion — representing the first serious 
profit reverse in the company's history. 
Sord's 1984 sales, originally estimated 
at ¥26 billion, are now expected to 
reach only €23 billion, some €3 billion 
up on the 1983 level. 


he sudden downturn in Sord's 
T fortunes is due primarily to 

“excess competition” in the 
world market for personal computers, 
according to Michio Nagata, manager 
of the company's overseas division. 
Nagata says Sord’s position at the top 
end of the personal-computer market 
came under severe pressure from mid- 
1983 onwards with the entry of heavy- 
weights such as IBM, Ricoh and Casio 
(as well as with Apple Computer's deci- 
sion to appoint a powerful Japanese 
sales agent in the shape of Canon Cam- 
era) As a result of the competition, 
prices for computers came down sharp- 
ly. Nagata illustrates this point with 
figures showing that in the second half 
of 1983 personal-computer sales in 
Japan totalled 595,000 units worth 
¥ 107 billion whereas, six months later, 
132,000 units were sold at a barely in- 
creased value of Y108 billion. 

Nagata is reticent about the impact 
of competition on Sord's market share 
but the company is believed to have 
held about 176 of the Japanese domes- 
tic market for personal computers val- 
ued at between ¥500,000 and ¥3:mil- 


lion in pier in 1980s compared with 
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development that offers improved customer 
services. As a result, more than 40 NYK ships 
are equipped with INMARSAT communications 
equipment, so shippers can keep in touch with 
their consignment every step of the way. 

using ship, air, rail and = 


TRANSPORT road links is one of the ~ 


safest modes of cargo transport yet devised 
NYK is actively developing this mode of transport 
because of its great potential in meeting cus- 
tomer's needs more efficiently than ever before. 
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point. NYK has special ships with heavy cranes 
to load huge plant equipment. Coal carriers, Oil 
tankers, LPG and LNG ships. Vessels to carry just 
about any cargo under the sun — and transport it 
safely and economically anywhere in the world. 
These are just three useful customer services 
provided by NYK. Services that give our shippers 
the competitive edge in cargo transportation. 











= 


NIPPON YUSEN KAISHA 
Head Office: 3-2, Marunouchi 2-chome, Chiyoda-ku, Tokyo 100, Japan Tel: (03) 284- 


51 51 Res: Rep., 


Jakarta: Nusantara Building, 27th Floor, JL. M. H. Thamrin, No. 59, Jakarta, Indonesia Tel 136128, 336328 - 
B Affiliates: Honk Kong: МҮК. LINE (Hong Kong) Lid., Admiralty Centre Tower One, 31st Floor 18 Harcourt 
Road, Hong Kong Tel; 5-295541 Bangkok: МҮК. (Thailand) Co., Lid., 1041 Silom Road, Bangkok 5, Thailand 
Tel; 233-8553-5 Singapore: МҮК. Line (Singapore) Pte. Lid, 7! Robinson Road #0 3-02 Crosby House, 
Singapore D106, Singapore Tel: 22277428 Agents: Port Kelang: Borneo Shipping (а Division of Borneo Ce, _ 
(1975) Sdn. Bhd.) МО, A44 Wisma Kontena (A) North Port, РО. Box No. 31 Port Ke Jang, West M :aysia Tel: 
388786 Jakarta PT, Djakarta Lloyd, Foreign Agencies Division, Sarinah Bullding 11th F toor ales M.H. Thamrin 
No. 11, Jakearta pusal, PO: Box 237/JKT Indonesia Tel: 323008 Bangkok: Borneo Services Lid., 1041 Silom 

“© Road, Bangkok 5; Thailand Tel: 234-2080 Singapore Borneo Shipping Pte. Ud., 71, Robinson Road #08-01 


Crosby House, Singapore 106, Singapore Tel: 2224411 








is yet another ` 



















ry in Chiba prefecture. 

ral of Sord’s recent experiences, РЕТТИ to 
that the company has to stop thinking of itself as 
business and adjust to life as an “ordinary Japan- 




























a 
ement structure so as to widen the “decision-making 
vhich until recently consisted of Shiina himself and 


'oaden the company's range of products. Sord de- 
or 85% of its turnover on personal computers that 


iare software with those of any other maker. This is a 
' vulnerable situation for a small company, whose 
competitors are giants of the order of IBM, NEC and 


p with a series of new software packages which are 


ed a new computer, the M343 SX, which can be 
ed to use successively more powerful microproces- 
hereby saving users the trouble of buying new equip- 
every time a change occurs in microprocessor tech- 
gy). Some of Sord’s new equipment can run many of 
)rogrammes designed for the IBM PC personal com- 

and should therefore be less isolated than hitherto in 


the strength of its new products Sord hopes at long 
start selling strongly in the US (matching its earlier 
іссеѕѕеѕ in France and Britain). Nagata, who joined 
in its 1981 salad days from a blue-chip Japanese 
'hemical maker, says all this should give the company 


: STUDY: SHUKOSHA 


Tucked away in unprepossessing premises in 
northern Tokyo, a small giant is in the making. At 
. least, that description, reminiscent of a certain bi- 
~blical tale, is how Masakazu Tanaka, president of 
Shukosha Co. expresses his vision of the firm's fu- 
ture. 
Shukosha, a leader in computer-aided design sys- 

tems, has earned distinction in Japan's mushroom- 

ing venture-business sector in a number of ways. In- 
d of narrowing its horizons to one high-technology spe- 
as many small companies have done, it has estab- 
ts prowess in mechatronics. 
е mechanical ingredient comes naturally’ Tanaka 
uated in mechanical engineering from the prestigious 

Mech bake ls known for ee Bat he oe the ов echelons of 
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у.” Partly, this will involve reorganising the 
ge mates from Tokai University. Another problem - 


1 fairly narrow segment of the market and that can- 












: at Sord has done so far by way of diversification is to E^ 


ed to giveitaleadinthe field of graphic presentations . 
for business decisions. The company has also an- - 


w lease of life. Investors who snapped up Sord shares at |- 
0 apiece in 1983 can only hope he is right. ni 









According to an analyst at Chiba Bank (a big local 
bank whose territory lies to the north and east of 
Tokyo) Japanese venture businesses can be 
divided into two groups — those based on a piece 
of technology and those based on an idea. Sanwa 
Bussho, a funeral-management company with 
nine employees which operates out of a ram- 
shackle headquarters on the seafront of Tateyama, 

a Chiba prefecture summer resort, falls very defi- 


. nitely into the latter category. 


Sanwa's founder Yosuke Hasegawa deliberately chose 
the funeral business as a means of making a fast yen, when 
his father died in the mid-1970s leaving debts of €120 mil- 
on (US$484,848). So far his rather unconventional choice 
seems to be paying off handsomely. Sanwa Bussho regis- 
ered ¥200 million worth of sales in 1983 and is expected to 

ach ¥300 million this year on the strength of a 40% share 
of the market in Tateyama and its surrounding district. 
x asegawa' s two main competitors in Tateyama were 
founded 70 and 100 years ago respectively. Partly because 
of this they have apparently not thought of applying to fun- 


eral management the sophisticated marketing concepts 


iat have lain behind the growth of Sanwa. 
lasegawa’s approach to funerals differs from that of the 


| small traditionally minded companies that dominate the 
: business in Japan, in two important ways. The first of his 


two guiding theories is that funeral companies, like manu- 
facturers of men's wigs, women's underwear and (a 


few years ago) supermarket operators, provide a service 


which is socially necessary but distinctly lacking in pre- 


stige and which thus tends to be жена by serious busi- 


nessmen. 


The company now employs 180 people and projects sales 
at a minimum of ¥4 billion (US$16.3 million) in the year 
ending May 1985, up from 2.8 billion last year and rising 
to about ¥10 billion in 1987. According to Tanaka, that is 


the goal of the small giant, with the payroll swelling to no 
«more than 300 and its flexibility of response to market con- 


ditions remaining intact. A further distinguishing feature 


of the company, which started out designing humble book- 


binding equipment, is that all the manufacturing is under- 
taken by independent outside contractors. Shukosha’s role 
is to identify needs, develop products accordingly and mar- 
ket them. “Many manufacturers have production capacity, 
but do not know how to use it,” explained Tanaka. 

The company holds no patents — why share secrets? — 
and а Tanaka is a. Менын of: DAG aream. and 


Tu mE c 

Entrepreneurs who have moved into what Hasegawa 
calls taboo industries have invariably flourished, 
he notes, as instanced by the cases of Aderans — Japan's 
No. 1 men’s wig-maker — and Wacoal, the phenomenally 
successful Kyoto-based women's underwear-maker. 
Hasegawa is determined to show that the funeral business 
is another taboo industry which can be similarly upgraded 
to the advantage of the entrepreneur responsible. 

Hasegawa's second notion is that Japanese-style funer- 
als offer a hitherto untapped mass-marketing opportunity 
which avoids both the heavy cap- 
ital expenditure involved in the 
supermarket business and the 
labour-intensive system of door- 
to-door distribution. It is tradi- 
tional in Japan for a bereaved 
family to distribute gifts to the 
several hundred guests who nor- 
mally attend Buddhist funerals, 
but the process does not end 
there. In the Buddhist world it is 
also normal for memorial ser- 
vices for the dead to be held 49 
days, one year and three years 
after death as well as every Au- 
gust when the Obon festival for 
the dead comes round. Hasegawa 
sees each of these occasions as a 
further opportunity to provide 
his clients with goods for distri- 
bution as gifts. 

The funeral business for him, 
in short, is primarily a new form 
of retail distribution and is only 
secondarily concerned with ar- 
ranging services and designing 
tombstones. About 80% of 
Sanwa’s turnover comes from its 
sales of goods with only the re- 
maining 20% represented by 
funeral-management services as 


Misfortune hit when the company pre-empted potential 
demand and launched a computer-controlled laser plotter 
for printed circuit boards, but was unable to sell anywhere 
near enough units to recoup the high development costs. 

This could have been fatal to a company with a shakier 
base, but Shukosha emerged from the experience trium- 
phant. Banks and insur- 
ance companies rushed to 
invest and keep the firm 
afloat, buying shares at 12 
times the par value of #500 
and increasing the capital 
from ¥68 million to ¥476 
million. Since then, the 
company has raised 
another ¥1.8 billion in 
loans and Tanaka claims 
the share value has climbed 
to 30 times par. 

He admits the losses 
were a sobering but valu- 
able lesson in the impor- 
tance of thorough market 
research. Only once did 
Shukosha "obtain funds 
from а! venture-capital 
firm. Like many of his 
counterparts, Tanaka shies 
away from what he de- 
scribes as''these institu- 
tions’ quiek-kill approach 
to financé; ^We plan our 
business fróm a long-term 
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such. One reason for this, admits Hasegawa, is that he euts 
to the bone his rates on things such as the rent of Buddhist | 
altars, so as to provide a loss leader for the other parts of his 
business. 

Hasegawa uses a personal computer programme which 
he wrote himself to manage his warehouse full of gifts, as 
well as to note the due dates for memorial services of de- 
ceased clients. The computer also 
analyses population and age 
trends in the Tateyama district to 
help Sanwa's small sales force 
track down future customers; 
When it comes to recruiting staff, 
Hasegawa (whois himself a drops 
out from two universities) takes” 
an aggressively cynical attitude 
towards academic  qualifica-^ 
tions. His key staff include à 
former driver of a fish-sales truck 
and a bankrupt greengrocer 
Hasegawa picked both men for 
their innate sales ability and is | 
fully satisfied with the result. 

Hasegawa says he has been 
asked to issue franchises to at 
least 40 funeral operators who 
would like to pursue his profit- 
making approach to the busi- 
ness. In the spring of 1984 he had 
accepted only one of these as а 
trainee, but more are expected to 
follow. With the supreme self- 
confidence which seems to be his 
main asset, Hasegawa is СОП- 
vinced that he has discovered а 
gold mine in one of the most 
humdrum sectors of the Japanese | 
economy. п 





perspective, which is understood and supported by banks)” 
he said. 

Shukosha also stands out in the charismatic and softspoke 
en Tanaka's view of management and role of the employs 
ee. A recurrent theme in his evocation of ideals is freedom 
and, under the circumstances, his perhaps surprising refer- 
ence to Marxist theory. ТО 
him, respect for the persons 
nel, job satisfaction and а 
real desire for democracy) 


are paramount. In cons 
trast to Japan's famed 
homogeneity, Tanaka 


seeks individuality in his 
recruits and believes 
creativity can flourish only 
in an atmosphere of free- 
dom. He cites non-interfer= 
ence in the affairs of the 
company's in-house trade 
union as a prime example 
of Shukosha's departure 
from traditional Japanese 
management practice. Af 
the same time, he did mot 
make redundant any of the 
staff recruited for the 
laser-plotter scheme. 

In fact, Tanaka does not 
want to inflict on his staff 
what he does not want for 
himself. He simply wants 
to be free. 
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CASE STUDY: DAC ENGINEERING 


Some of the men who have started venture busi- 
nesses in Japan seem to have done so in order to 
bring to the market some favourite technological 
innovation, or with the idea of making better use 
of experience gained in a different environment 
such as a university or a government research 
laboratory. Others, such as Takao Ito, the founder 
of DAC Engineering, claim to have been motivated 
E simply by a desire for freedom. 

Before establishing DAC in 1969 Ito spent 11 years work- 
ing for Shimadzu Seisakusho, the famous and long-estab- 
lished Kyoto electrical and electronics manufacturer. Dur- 
Ing his entire time at Shimadzu, Ito was a member of re- 
Search team that was attempting to develop an industrial 
 Х-гау refractometer. The machine was eventually de- 
Veloped, but Ito says that his own and his colleagues’ efforts 
Were greatly handicapped by restrictions imposed on their 
Work by the Shimadzu company union. 

At the time Ito was working for Shimadzu the union was 
focusing its main efforts on a compaign to reduce working 
Пош, as part of which research and development (В & D) 
workers were limited to 30 hours of overtime per month in 
addition to the standard seven hours work a day. Ito says 
that restrictions of this kind deprived him of the freedom 
meeded to tackle complex problems and thus slowed down 
| Completion of his research project. Any attempt by Ito and 
“his colleagues to work more than the stipulated number of 
‘hours could have meant expulsion from the company 
1 on, which in turn would have involved resignation 
from Shimadzu since the company was a closed union 
7 Ito claims that a company such as DAC, which neither 
accepts nor imposes any system of regulated working 
hours, can solve R & D problems three times as quickly as a 
large corporation applying the same amount of manpower 
‘to the same sort of project. DAC R & D staff may sometimes 
Work 20 hours at a stretch to solve a specific problem re- 
quiring concentrated effort or time-consuming experi- 
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A simple desire for freedom 


ments. Overall working hours, however, may not necessar- 
ily be longer than those worked by engineers in big corpo- 
rations. DAC's system of free working hours means that the 
company cannot have a union of the normal kind though 
Ito believes that some kind of union may eventually be 
formed. 

In starting his own company Ito says he aimed to design 
and make any products that would make engineers’ work- 
ing conditions easier — regardless of the precise technol- 
ogy involved. The company’s first choice for this purpose 
was to develop a series of intelligent robots with micro- 
scopic vision which could relieve human workers of the 
exhausting work of assembling components under a 
microscope. 

Ito and four colleagues, chosen because their expertise 
in optics and mechanical engineering supplemented his 
own background in electronics, built a prototype of a 
robot within a year after the company had been formed and 
were able to persuade the Venture Enterprise Centre (VEC, 
an offshoot of the Ministry of International Trade and 
Industry [Miti] which provides assistance to small hi-tech 
companies) to guarantee bank loans covering the cost of 
commercialisation. Ito says that the DAC Eyebot was the 
first project to win VEC assistance after the Miti organi- 
sation was established in 1975. Without the guarantee 
system DAC would have faced serious difficulties in fi- 
nancing the development of the Eyebot, since the com- 
pany lacked security on which to raise an ordinary bank 
loan. 


sistance DAC went on to develop a number of other 
special purpose robots including one which can 
assemble the 2-mm? ferrite chip which forms the core of a 
videotape recorder. A project on which the company was 
working in the summer of 1984 was to build a robot cap- 
able of assembling integrated circuit memories with four 
times the integration of the 256 kb chip (currently the 


4 fter commercialisation of the Eyebot with VEC's as- 
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the world. We've proven v we can. de 
the job right. On time. On budget. 
And without any “surprises.” 
Better yet, we can handle any 
project on a full turnkey basis. 
make sure everything goes smoott 
from beginning to end — including 8 | | So for your next projec 
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smallest and most sophisticated 
integrated circuit memory in mass 
production) The point of using 
robots to assemble very highly inte- 
grated microchips is that such 
work will have to be done in ultra- 
clean conditions which would be 
polluted by the presence of human 
workers. 

— Like many other highly innova- 
tive small companies DAC concen- 
trates almost entirely on R & D and 
on marketing, leaving the actual 
manufacture of its products to 
small subcontractors. Ito says that 
DAC uses about 20 subcontractors 
n the Kyoto area and is the sole 
‘customer for nearly a quarter of 
these. DAC's own staff of around 
120 workers includes 70 R & D en- 
gineers of whom roughly 90% are 
university graduates. | 
Because of its growing reputation DAC has little diffi- 
"ulty in recruiting new graduates from first-class univer- 
ities. What is more surprising is that the company has also 
)roved to be a magnet for В & D engineers working in big 
orporations. About 40 engineers have joined DAC after 
abandoning careers in major electronics companies. Ito be- 
lieves that most have been attracted by the free working 
'onditions the company offers, but money may also have 
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“NJS Corp. [formally Nihon Jido Seigyo Ltd] is 
not a venture business,” Yasuhi Uchiyama, one of 
Japan’s current generation of hi-technology en- 
trepreneurs protested. “In the United States, there 
are many companies established without much 
concern for the risks involved. Success sometimes 
comes big and quickly; but if the venture fails, it 
collapses and everyone goes their own way to start 
3 something new. There are very few such cases in 
Japan. NJS certainly never undertook such risk.” 
- Indeed, the kanji ideographs used in Japan for venture 
business (kenkyu kaihatsu kigyo, which simply means 
small-scale research and development company), needs no 
short-term implications. Such ап undertaking, in 
Uchiyama's experience, does not mean dashing off to do 
or e's own thing to make it big and make it fast — which 
seems to be the driving force behind many venture-capital 
$tart-ups in the US. Rather the beginning was slow, growth 
‘was steady and ultimate success was very much dependent 
upon the continuing support of others. 
_ From its inception 24 years ago, the rise of NJS to a posi- 
_ tion of international pre-eminence in the highly specialised 
- field of automatic inspection of photo masks used in inte- 
-grated-circuit (IC) lithography, exemplifies the inter- 
dependence factor in venture business Japanese-style and 
the readiness with which support for such undertakings is 
‘given by established large-scale firms with a remarkable 
sinterest in their acquisitions. 
_ Uchiyama began his professional career, after an eight- 
_ year-long illness that interrupted his university education, 
. as a technician at Matsushita Communications Industrial 
( Co. in Yokohama. Since he had not been recruited, as is 
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| usual in a company of that size, either at graduation from: 


high school or university, Uchiyama was a misfit from the 


outset — eight years senior to the class of new recruits with 
ч. 
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substantially higher sal | 
those paid by most large com- 
panies to their graduate engine- 
ers. | | 

Ito claims that DAC can do any- 
thing with the system it has now — 
by which he apparently means that 
the company's research staff is big 
and versatile enough to move into 
fields that are not directly related to 
precision assembly. He admits, 
however, that funding remains a 
problem. DAC was started with a 
¥1 million (US$4,149) establish- 
ment loan (kaigyo shikin) extended 
by the People's Finance Corp. 
(Kokumin Kinyu Koko) and made 
liberal use of the VEC loan guaran- 
tees to finance some of its early re- 
search projects. 

“Today,” Ito said, “banks want to 
lend us money, but we often find 
difficulty in meeting their require- 
ments for collateral.” The solution 
to this problem could be a change of attitude on the part of 
banks, which seem to be increasingly aware that a new sys- 
tem is needed to assess loan requests from innovative com- 
panies that lack physical assets. An alternative to bank 
funds could be to use venture capital. DAC has already re- 
ceived approaches from venture-capital companies, Ito 
says, and may be ready to start accepting them in about two 
years time. ü 
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-tech innovation, low risk 


whom he entered the company and to whose career pat- 
terns he would have to adapt. 

In a Japanese company, such an age gap is a critical 
handicap — disrupting communications patterns, career 
advancement and interpersonal relations. As a result, 
Uchiyama was required to enter the company as a tempor- 
ary employee without the usual career prospects. 

Although clearly a man of great talent, even with the 
strong recommendation of his immediate supervisor 
(Akisada Ogama, who has since risen to the presidency of 
the company), the Matsushita personnel department re- 
fused Uchiyama the permanent status necessary for a full 
and fruitful career with the company. Determined not to 
lose the services of a good man, Ogama decided to assist 
him set up an independent company to continue the deve- 
lopment of TV X-ray cameras on which Uchiyama was then 
working. Uchiyama was to change his status from employ- 
ee to subcontractor, but continue what he had been doing. 

Established in 1960, NJS was an exercise in organised 
creativity from the outset. Unlike most subcontractors, the 
new firm was not formed as a manufacturing venture to 
produce more labour-intensive components for a large as- 
sembler. Its initial business was to develop a new, highly 
sophisticated product and it set out on this undertaking 
with a total capital of only. Y 100,000 — less than US$300 at 


„the going rate of exchange at that time. The new firm began 
“with no building, no equipment and no payroll... 


For the first two years Uchiyama and five colleagues re- 
cruited for the new venture reported regularly for work at 
Matsushita Communications, punching the time clock and 
receiving salaries as temporary employees of the company. 
Work was done on Matsushita equipment in.Matsushita 


premises until 1962, when a small workshop was set up in a 


separate facility close beac! rst; БАН: Но E 
Asked why Matsushita extended such extraordinary as- 
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— were simply showing their confi- 
dence in him and his ability, he felt. 
From the beginning he was made to 
understand that Matsushita execu- 
tives thought he would be successful, 
which served as an inspiration and a 
goal by which to measure his efforts. 
And at no time did the possibility of 
Matsushita ownership or control of the 
new company arise. Nor was there any 
objection to Uchiyama’s eventually 
taking his own direction to develop a 
separate, quite independent identity. 
The main return to Matsushita was to 
be the completion of the development 
work on which Uchiyama was em- 
barked. 

For Uchiyama and his colleagues, 
however, independence was not an 
easy road to follow. Once they had de- 
cided to go their own way, they had to 
abandon the production of TV X-ray 
cameras — which they had developed 
and were supplying to Matsushita — 
finding a new niche where a small 
company would have growth poten- 
tial. Substantial market power would 
have been necessary to produce TV X- 
ray systems, even if it had been ap- 
propriate to compete with the com- 
pany's mentor and supporter. 


n 1971, Uchiyama saw the oppor- 

tunity he had been looking for. 

With the rapid expansion of 
magnetic-tape production, special 
measuring and test equipment was 
needed to assure quality products. The 
market was admittedly small, confined 
mainly to four Japanese makers — 
TDK, Fuji Film, Sumitomo 3M and 
Sony — which was one reason there 
were no special makers of the required 
instrumentation for quality control. 

Uchiyama and Daikichi Kurimura, a 
former classmate at Hiroshima Uni- 
versity, first invented a tape-tension 
analyser, then an automatic device to 
measure the width of magnetic tapes 
and followed by a microscopic-au- 
tofocusing test device — all in a span of 
four years. 

But, if these systems provided NJS 
with an opening to develop their own 
brand products — and thereby a sepa- 
rate identity — they offered no room 
for growth. Nor did they make use of 
the TV X-ray technology the fledgeling 
company had acquired in its early 
work with Matsushita. To attain their 
avowed objectives, to be really inde- 
pendent, Uchiyama clearly understood 
that a larger market was necessary and 
that it should be in a field where the 
full technical capabilities of the firm 
could be employed. 

Once again opportunity was found 
in a niche not being filled by other 
companies. This time it was in a basic 
high-growth industry, IC-processing 
test equipment. The rapid develop- 
ment of large-scale integration (LSI) 
required a continuing development of 
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Asian products. 


When Asia's products are ready to move into 
the world marketplaces, Mitsui O.S.K. Lines is also 
ready. With a modern containership fleet and more 
routes than any other company. With frequent 
sailings and land transportation services. 

With computer and satellite control. In short, with 
everything needed to provide a vital link in Asia's 
distribution system. After a century of serving Asia, 
we know our role well. 








Port to port, people to people-JOO years 


== MitsviOSK Lines 


Hong Kong: Mitsui O.S.K. Lines (H.K.) Ltd. Tel. 5-293110 Manila: Maglines Agencies, Inc. 
Tel. 50-66-11/18 Bangkok: Mitsui O.S.K. Lines (Thailand) Co., Ltd. Tel. 234-6252 Singapore: 
Mitsui O.S.K. Lines (Singapore) Pte. Ltd. Tel. 911595 Kuala Lumpur: Malaysian Shipping 
Agencies Sdn. Bhd. Tel. 932211 Jakarta: c/o Сезип Lloyd РТ. Tel. 670116 Seoul: c/o Pan 
Continental Shipping Co., Ltd. Tel. 28-7751 
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intricate inspection systems at the early circuit-design 
stages to ensure the ultimate tight quality standards set by 
the Japanese semiconductor industry. Highly sensitive pat- 
tern-inspection equipment was needed to ensure accuracy 
of the photo mask — a kind of negative film on which are 
registered the complex circuit designs — used in etching 
the finite circuitry on silicon or gallium-arsenide wafers. 

After the first systems sold to Dainippon Printing Co. — 
Japan's largest producer of photo masks — proved highly 
effective in improving LSI quality and productivity, the 
market expanded rapidly — first at home, then in the US, 
Europe and other Asian countries entering the semicon- 
ductor field. From 1976, when the first photo-mask inspec- 
tion systems were developed, sales doubled annually. By 
1981, turnover had risen to 10 times the 1976 level. NJS had 
grasped 100% of the domestic market and shared the world 
market equally with its only competitor, KLA Instrument 
Corp. of the US. 

The difference between the two companies competing for 
world markets vividly exemplifies the contrast between 
venture businesses in the US and Japan. While KLA Instru- 
ments is a public corporation with more than 300 employ- 
ees, NJS does the same job as a privately held firm, mainly 





Owned by its executives and employees, totalling only 40 in 
all. 

NJS, having begun as a subcontractor, now subcon- 
tracts much of its own production to others, concentrating 
resources on new-product development, assembly and 
quality control. Since machines are sold and serviced 
domestically by NJS engineers, who maintain close rela- 
tions with individual semiconductor manufacturers to 
which they are assigned, NJS has no sales department. Ex- 
ports are handled by Dainippon Printing, the oldest and 
largest user of NJS systems, with support from NJS en- 
gineers located at service stations in Dusseldorf, New York 
and San Mateo. 


earnings, relying on the Mitsubishi and Sumitomo 
banks only for day-to-day working-capital require- 
ments. But Uchiyama believes this system of interdepen- 
dence has still other advantages. It assures the necessary 
Specialisation and quality of performance required in such 
a highly technical, precision-instrument field, freeing man- 
agement to concentrate on development and customer ser- 
vice. 

Smallness is a mixed blessing in Japan, however, espe- 
cially in a high-technology industry. Advantages of effi- 
ciency in the use of resources is offset by the reluctance of 
qualified engineers to work for small, relatively unknown 


А ѕ а result, NJS has been able to finance growth out of 


companies, especially those which have the stigma that 
goes with origins in subcontracting. 

The NJS solution to'this problem has been as innovative 
as its development of new products and has gained it even 
wider recognition. For starters, Uchiyama recruited sev- 
eral highly qualified engineers from Keio and Waseda uni- 
versities and then arranged for their appearance on nation- 
wide TV to proclaim the advantages of working with a 
small innovative firm at the forefront of a rapidly develop- 
ing technology. University professors such as Hideichiro 
Nakamura, a Senshu University authority on small-scale 
enterprise, informed of developments at NJS, told Tokyo 
TV audiences: "When it comes to small Japanese firms in- 
troducing their technological developments to the world, 
NJS is ahead of the pack. Combining an extremely talented 
engineering staff with a dynamic management style, they 
have produced exemplary results. " 

But those results failed to attract new talent fast enough 
for Uchiyama. As the electronics industry recovered from 
recession at the beginning of the 1980s, the number of new 
engineering applicants, which had been between 25 and 50 
in the late 1970s, dropped sharply to zero. In a dramatic 
move to correct this situation, Uchiyama turned to foreign 
sources of talent, recruiting young engineers from the US. 
In response to direct-mail job offers to American univer- 
sities, NJS received 50 applications in 1981 (the first year) 
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Nakamura: 'NJS is ahead of the pack.’ 


from which one was selected through a comprehensive 
screening process. 

Ben Hollin, the Boston University graduate chosen, be- 
came an instant star on Japanese TV, showing the potential 
for small Japanese companies to resolve their personnel 
problems through recruitment abroad. Hollin has since re- 
turned to graduate studies in the US, to be followed at NJS 
by another American recruit, this time David Simons from 
Brown University. 

Whether NJS continues to recruit engineers abroad will 
depend largely on the future possibilities of filling needs 
for engineering talent at home: As the company gains in re- 
nown and strength in world markets, more Japanese en- 
gineers are likely to join such an innovative team. 

At the same time, pressure on NJS is mounting. Just like all 
successful high-technology firms, NJS is now facing in- 
creasing competition at home and abroad in its present line 
of products. To assure its future growth, management must 
devote increasing resources, both men and money, to diver- 
sification into new fields. Uchiyama is confident, however, 
that just as the company has succeeded in developing new 
products in the past by assembling those capable few, 
focusing a pool of exceptional talent on the problem will 
continue to serve the company well in the next stage of 
growth. 

Creativity, the company's stock-in-trade, he believes, 
will continue to fuel future development. п 
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J The ‘tsuru’ is the sacred crane of Japan. 
-| А sign of good fortune and happiness, it is 





| also the symbol of our airline. 


Today, Japan Air Lines operates the | 
world's largest fleet of B747’s. We are also the 
largest DC-10- 
40 operator. 
With fleets of 
such size we 
can provide 
the most 
extensive and 
thorough service. JAL flies to 55 cities i in 33 
countries. 

We offer the most comprehensive 
Trans-Pacific schedule out of Tokyo with 
over 60 B747 flights every week to 7 maor 
U.S. cities and Vancouver. 

A daily Executive Express non-stop to 


as Anchorage 





* Source: International Air Transport Association 














New York that arrives at 11.30 a.m. the same ` 
day. 
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Tokyo. | mE 
On the world's. number опе IA 
you'll experience the warmest hos 
gracious service, as much a p leasure t 
as it is to receive. | 
So you can flock to America with 





It’s always a pleasure. — 


JAPAN AIR LINES 






AÀ \ OFFICIAL AIRLINE FOR 
BS TSUKUBA EXPO '85 




















. FINA, ICIAL 
INNOVATION 


For more than 300 years, the Mitsui Bank has always 
stayed a step ahead of the times. 


Mitsui has continually strived for 
innovation since its foundation in 
1683. As a result, we have always 
been a step ahead of the times. 

We went on to become Japan's first 
private commercial bank and a 
pioneer in the field of foreign 
exchange. We introduced the nation's 
first on-line computer system for 
deposits and the first on-line cash 
dispenser. Today, as a forerunner in 
the age of electronic banking, Mitsui 
offers its customers up-to-the-moment 
financial advice through a global 
network of 58 offices in 27 countries 
not only in the areas of international 
banking and securities, but also 
merchant banking, underwriting and 
consulting. 

Moreover, the Mitsui Bank, together 
with Mitsui & Co., is playing a major 
role as coordinator of the Mitsui 
Group, one of the largest consortiums 
of independent corporations in Japan. 
So if you'd like to see how far a little 
innovation can take you, you know 
just where to look. 








C9 MITSUI BANK 


Head Office: 1-2, Yurakucho l-chome, Chiyoda-ku, 
Tokyo 100, Japan Tel: (03) 501-1111 

Telex: J22378 J22559 J22643 J22644 

Cable Address: MITSUIBANK TOKYO 

Hong Kong Branch: 4151 Floor, Far East Finance 
Centre, 16 Harcourt Road, Hong Kong Tel: 5-299611 
Telex: 83413 

Network in Asia: Bangkok, Rajawangse. Bombay. 
Singapore, Beijing., Shanghai, Guangzhow, Seoul, 
Manila, Kuala Lumpur, Jakarta, Mitsui Finance Asia 
Limited (Hong Kong) 























PRESENTING THE 1984 GRAND 
PRIX WINNER. NIKON FA. 


In Japan, there are probably more camera critics and experts per capita than 

anywhere else in the world. 

And recently, some of the most demanding of those critics got together to judge 

over 60 of Japan's newest cameras. 

They mercilessly — and objectively — judged each camera for design. For 

»erformance. For reliability. And for ease of operation. 

And when it was all over, the first-ever Grand Prix Camera Award went to the 
“Nikon FA. But although this was the first-ever Grand Prix award, it wasn't the first-ever 
award for the FA. 

Because in Great Britain, it also was recently named “Practical Photography's 
Camera of the Year,” and garnered “Camera Weekly’s Award for Innovation.” 

In selecting the Nikon FA for these honours, we think the judges confirmed 
something professional photographers have 

sown al ong © CAMERA GRAND PRIN 84 


Nikon is the only choice. 
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Before you look at a computer for your office, 
lets take a look at your office. 




























No doubt you've read articles and advertisements 
suggesting that the worst thing a business can do is to 
try to get along without a computer. 
IBM respectfully disagrees. 

The worst thing a business can do is buy a com- 
puter without doing the proper planning. 

Planning is something IBM can help with — 
whatever the size of vour business. 

We know that our data and word processing sys- 
tems. though found to be excellent many times and 
in many places. are only as good as the planning that 
precedes them — whether you need just one machine. 
or many. The jobs you have to do (inventory. shipping. 
reports and correspondence. payroll. accounts receiv- 
able. inter-office mail) and the people vou have to do 
|; them must be part of that planning process. 

If they're not. you haven't purchased a compre- 
hensive solution — you've merely purchased machines. 
Because of IBM's product range. we can help you plan 
a flexible solution that fits vour present size. budget 
and the future prospects of both. 
Our training programs are flexible too. suitable 
for one employee or one thousand. with or without 
computer experience. And our responsive service 
organization allows vou to use our products 
with confidence. 

If all of that looks good to you. let's take a good 

7^ look at your office together. zzz = 
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[he political potential of 
the temples teaching. . . 


By Bertil Lintner in Bangkok 


he interaction of politics and reli- 

gion is taken for granted in Muslim 
countries, both by believers and non- 
believers. And recent events in India 
have demonstrated the potential 
power of yet another religion — Sikh- 
ism — with a militant past and visions 
of the future. 

In Buddhist countries, though, life 
and society are usually viewed diffe- 
rently: religion is supposed to be above 
politics and any linkage between the 
two is seldom acknowledged. When 
observing Buddhist countries from a 
traditional Western viewpoint, it may 
be true that there is little visible evi- 
dence of direct Buddhist involvement 
in politics. Monks seem to be aloof 
from worldly affairs, and religious ac- 
tivities have been kept well apart from 
the political turmoil in several Bud- 
dhist countries. A closer study, how- 
ever, reveals a different picture. A 
comparison of the two Buddhist na- 
tions of Thailand and Burma shows 
that Buddhism — as with all other reli- 
gions, seen from a political perspective 
— is open to different interpretations. 

The foundation of Thai society is 
based on the "three pillars" — chart 
(the nation), sassana (religion) and 
Phra Mahakasat (the monarchy). Sas- 
sana can be interpreted as any 
creed, but to 93 % of Thais it means 
Buddhism. The entire stability of Thai- 
land is believed to depend on these 
three pillars, and religion is seen 
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as a basically conservative element, 
threatened by communists and other 
usurpers of traditional bounds of 
power. Although direct involvement in 
politics by the clergy has not been com- 
mon, its indirect importance has been 
vital to Thailand’s security. The 
Sangha (order of monks) has played a 
crucial role in this respect ever since 
the first monks under the Thammadut 
programme, during the initial stages of 
the 1965 Indochina War, were sent out 
to areas bordering Laos and Cambodia 
to "combat the influence of alien 
ideologies.” 

By contrast, Burma — for the past 50 
years or so — has fostered a syncretism 
of Marxism and Buddhism, which can- 
not be compared with the situation in 
other socialist countries in Southeast 
Asia: in Laos, Buddhism is used as a 
vehicle for the Marxist government to 
reach the pious, ordinary people; the 
Heng Samrin regime in Cambodia ap- 
pears to have allowed considerable re- 
ligious freedom, to win popularity by 
distancing itself from its predecessors 
— the fiercely anti-religious Khmer 
Rouge, 

Amid an acute crisis of traditional 
culture under British rule, Burma saw 
the emergence of a militant, anti-colo- 
nial movement which propagated a 
combination of socialism, nationalism 
and Buddhism. This specific direction 
has been followed — to varying de- 
grees — by most politicians of inde- 


Buddhist nuns in Burma: ‘Marxist theory is not antagonistic to Buddhist philosophy.’ 








pendent Burma. Ba Swe, the Burma 
Socialist Party’s leader in the early 
1950s, wrote in his pamphiet, The Bur- 
mese Revolution: "So, when we say 
that Marxism should be a guide to ас- 
tion in our revolutionary movement. if 
does not mean the adoption of Russiam 
or Chinese methods or the Yugoslavian 


method. The Burmese revolution 
should be achieved by Burmese) 
methods Marxist theory 15 not ane 


tagonistic to Buddhist philosophy. The 
two are, frankly speaking, not merely 
similar. In fact, t! re same in 
concept." 


Thailand's and Burm: political 
and economic development over the 
past 200 years may give some indicas 
tion as to why these countries, both 
staunchly Buddhist, religion 


from such different perspectives 
owards the end of the 18th century, 
Thailand was left in a state of des 
vastation after continual wars with 
Burma — culminating in the sacking of 
the old capital of Ayutthaya in 1767. 
This series of assaults deeply damaged 
Thailand as a nation, physically. The 
psychological harm it caused was even 
more severe. An attempt to put Thai- 
land's house in order again was made 
by King Taksin, who moved the capital 
to Thonburi. He himself as а 
Bodhisattva future Buddha), and 
tried to promote new concepts. Thisled 
to a head-on collision with the power= 


Saw 


а 


ful Sangha, and bsequent 
downfall. 

Taksin's successo! hao Phraya 
Chakri (better known as King Rama I 
and the founder of both modern 
Bangkok and the present Chakri 


dynasty), did not repeat the late king's 
mistakes by ignoring Thailand's religi- 
ous traditions. Instead, he issued a 
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f beleaguered by different 
s. The 1965 Thammadut pro- 
е was the first attempt to 

^ communism indirectly 
h the Sangha. But as these ef- 
еге unsuccessful, and as left- 
deas spread throughout Thailand 
ecially during the period 1973-76 
is was counter-balanced by the 
rgence of a political Buddhism. 
e- monks even became outright 
tant when it came to preserving the 





More than 10,000 monks are said to 
e. participated in the rightwing 
vapol movement, led by the con- 
rersial Kittiw uttho Bhikkhu about 
е us аво. From his Cittaphaw ane 
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the Pe looked when it^ was 
j t." 
Work on the new monument, which 
be located on a 100-acre site 8 km 
1 the original structure, is sche- 
d to begin early next year and is 
cted to take some five years to 


ава in ae respect Dun de. 
| years, even if Thailand today — 
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ant Buddhism clea 


dent Thai nationa s feel uneasy. But | 



























judging by his confident demeanour, it. 


is also bey ond doubt that Kittiwuttho 
had UH people in Thailand's 
military establishment behind him. 

On the other extreme, the young 
Marxist monk Maha Jud Kongsuk, 
participated in leftwing demonstra- 
tions in Bangkok. After the October 
1976 massacre of students at Tham- 
masat University, he went under- 
ground along with many other intel- 
lectuals and joined the outlawed Com- 
munist Party of Thailand (CPT). That 
Jud later surrendered and now works 
in a Bangkok department store, under- 


complete. The replica will be one- 
fourth the size of the majestically 
proportioned original and cost an esti- 
mated Rs 100 million (US$8.33 mil- 
lion) to build. Since no funds will be 
available from Unesco as had earlier 
been hoped, the state government will 


have to bear the entire cost. 


Several archaeologists have. ques- 
tioned the scheme, quoting Sir Mor- 


timer Wheeler's observation that an- - 


cient remains cannot be replaced. It 
has been pointed out that the need is 
for the preservation, and not replace- 
ment, of historical monuments, and al- 
legations have been made that the 
move is a ploy to collect funds for poli- 
tical ends. Denying these charges, a 
state government official has claimed 
that a team of experts recommended 
the building of the replica in view of 
the irreversible and inevitable decay 










as accused of. 
behaviour unbecoming à. monk. Milit- 
made even ar- 
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against the pope's.visit ran out of 


steam when it was pointed out that 
John. Paul was invited by King 
Bhumibol Adulyadej himself, so the 
Buddhist militants could hardly claim 
they were defending the nation, reli- 
gion and the monarchy 





в ђе socissnelisious: fabric of Thai 
society — from the village wat (tem- 
ple) to the king himself, as the protect- 
or of Buddhism and political head of 
state — guarantees a large degree of 
continuity, providing a feeling of secu- 
rity and belonging. Any attempt to 
rock this boat can result in unexpected 
consequences — and that was exactly 
what happened in Burma пош 100 
years ago. 


threatening she datie of the 
chariot-shaped temple..commemorat- 
ing the sun god, Surya. © 

It has been claimed. also. that. the 
khandolite stone used in the construc- 
tion of the original, built during the 
reign of King Narasimha I of the 
Ganga dynasty of the Kalinga Empire, 
was of “inferior quality" and vulnera- 
ble to the corrosive effects of sand and 
the salt-laden sea breeze. The stone 
used for the new structure is said to be 
"qualitatively superior" and more re- 
sistant to the elements. Comprehensive 
designs and documents acquired from 
the Archaeological Survey of India 
have been referred to in planning the 
replica to ensure accuracy of detail. 
These protestations have not found 
favour with critics who have un- 
earthed the government's long history 
of neglect of the monument. The Ar- 
chaeological Survey has also been 
taken to task for its failure to protect 
the temple. The department.. has 
claimed that it has done all it could to 
preserve the temple, planting 


causurina trees to act as a windbreak 
and supervising the periodic scraping 
of accumulated sand and lichen. from 
the edifice. It is pointed out, however, 
that suggestions made. án the early 












When the British oc- — 
cupied the royal capital 
of Mandalay in 1885 
and arrested Thibaw, 
the last Burmese king, 
it marked not only the 
end of a traditional re- 
gime and the advent of 
a colonial power; more 
importantly, it ‘meant 
that Burma's Buddhist 
institutions had lost 
what Thailand man- 
aged to preserve. The 
Burmese king also 
had religious-mystical 
functions apart from 
his worldly powers, and 
the relationship be- 
tween the Buddhist 
clergy and the monar- 
chy had been strength- 
ened during the reign of 
King Mindon, a con- 
temporary of  Thai- 
land's Mongkut. 

The removal of tradi- 
tional power in Burma 
by an outside force led 
to religious disorder 
and indiscipline; the 
massive import of In- 
dian labour further 
alienated the Burmese 
in their own country. British lack of re- 
spect for religious institutions — such 
as walking into pagodas with their 
shoes on — also angered the Burmese. 
As all these factors combined, a 
nationalist movement emerged, and its 
first organisation — the Young Men's 
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1970s to involve Unesco in efforts to 
preserve the monument were ignored. 
As evidence of official disinterest, the 
case has also been cited of an “interna- 
tional expert” who was to inspect the 
temple in 1979 but failed to do so be- 
cause of the “cancellation of the Indian 
Airlines flight” on the day of his sche- 
duled visit. 


he decision to hold sound-and- 

light shows at Konarak has been 
questioned by those who feel that the 
crowds of visitors have been detri- 
mental to the physical and spiritual en- 
vironment of the temple. The number 
of visitors rose to a record level in Feb- 
ruary 1980 when Konarak became in- 
ternationally known by being in the 
path of totality of a full solar eclipse — 
an event which will not be repeated in 
the region for the next 360 years. 

A number of other historic monu- 
ments in India are said to be in danger, 
including the Taj Mahal. Despite gov- 
ernmental pronouncements and in- 
creasing public awareness, as reflected 
in the formation of organisations such 
as the Indian Heritage Society and the 
Indian National Trust for Art and Cul- 
tural Heritage (Intach), the sands of 
time’ seem to be running out for an 
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Buddhist Association (YMBA) 
set up in 1906. 

But the real trail-blazer of Burmese 
nationalism was Ottama, a Buddhist 
monk who had returned from India in 
1921. In the Gandhian way, he trans- 
formed a basically political issue 


Was 


alarming number of the country's his- 
toric buildings. 

The ancient Koduvalli Sangemesh- 
wara temple in Kurnool, Andhra 
Pradesh, is reportedly being “trans- 
planted” to make way for a major irri- 
gation project in the area. Such ar- 
chaeological transplanting, involving 
careful dismantling and reconstruc- 
tion, is considered a legitimate prac- 
tice and has been successfully done be- 
fore, notably in preserving the histori- 
cal sites at Afey and Tumas in Egypt 
when the Aswan dam was being built. 
When the Nagajunsagar dam was 
planned in Andhra Pradesh, an ancient 
Buddhist monastery was relocated. 
But only too often the past is bulldozed 
away by the demands of the present. 

A press campaign conducted by In- 
tach, whose governing council is 
headed by Prime Minister Rajiv Gan- 
dhi, features this disquieting headline: 
“In the time it takes you to read this ad, 
one more monument in India may 
cease to exist.” Reversing the tide of 
destruction will be a difficult and slow 
process: too slow to help in many cases. 
By suggesting the dispensability of the 


| 
old in favour of a commercially ех- | was no way 


ploitable new, the Konarak case is not 
likely to prove an edifying example. 
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Buddhist monks in Bangkok: extreme rightwing Buddhism has not completely disappeared. 
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nationalism and independence for 
Burma — into a religious one, appeals 
ing even to the uneducated 

The movement took a more violent 
turn in December 1930, when a revolt 
broke out in Yetaik village in Thar- 
rawaddy district, and spread through 
out southern Burma. Its leader was 
Saya San, a Burmese physician witha 
firm belief in astrology and the occult 
His followers, known as galons — after 
a powerful bird in Hindu mythology — 
believed their tattooes and amulets 
would make them invulnerable to Brie 
tish bullets 


he rebellion eventually 
crushed, though its impact was tre 
mendous and it paved the way for 
Burma's independence movement 
Saya San was the traditional minlaung 


Was 


(pretender) to the throne a figure 
often produced in times of national 
crisis. He wanted a return to the old 


| from India and Britain and ! 


| sufficiently educated 


Buddhist kingdom of pre-British days, 
but the young, militant nationalists 
did not miss the point that most of his 
followers were young monks and im- 
poverished farmers, and the rebellion 
had clearly demonstrated their politi- 
cal potential 
Leftist ideas entered Burma 
he royal- 
ties from a book written by Saya San 
provided the funds t: 
brary of the first Marxist literature to 
reach Burma. The nationalists were 
to realise there 
back to the Burmese 
monarchy, so the utopia of a socialist 


had 


| establish a l- 


state became the alternative for the 
| country's young Buddhists: “Marx,” 
87 




















ter - emerged 1 
for post-war: Burma _ 
ted the belief tha! soci li 
ee people from poverty 
able them to perform cha ties 
‘monasteries. A leading tig 
; nationalist party was Tha 
dmaing, a former mon 
list. He steered Burma 
ent in a uniquely Bur- 
ion. As a 10-year-old 
pupil, he had been in the 
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an population, intellec- 
list workers alike, stir- 


bu U Nu wanted to go 
in history as the leader who 


k eeping with this ambition was his 
. estimate of himself as a 
d ale, a status which had been 


The ee government, which 
srthrew U Nu іп 1962, followed bas- 
y the same path, though not as 
icitly Buddhist as before. But its 


rrelation of Man and his Environ- 
-embodies a large amount of 
uddhist thinking, mixed with a Bur- 
kind of utopian socialism. Critics 
Id call this programme obscurely 
stic and a far cry from the articu- 
ritings of people such as Thakin 

‘Hmaing, but it is still within 
mese tradition. Significantly in 
a today, where almost every 








sands of pagodas are still kept in 


980 on bogus monks, accused of 
very, black magic and illicit sex, 


a l's purge 200 years ago. While 
na and Thailand may have entirely 
arpretations of the teach- 
t Lord Buddha, the principle of 
rating religion into the political 
hinery of the state remains strik- 


own that Buddhism can, in times of 
is, be a political force to be rec- 
d with — and that Buddhists do 





n-violence and peace taught by their 
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гома that saw Thibaw led.. 
jtish captivity in 1885. In | 
he announced that indepen- |. 
Burma under socialist rule | 
ean "nirvana-within-this- | 
achieve this goal, monks | 


Я caused an outcry, among | 


litical programme, The System of | 


g is dilapidated, the country's. 


Пепі condition. And a crackdown | 


ime socialist Burma's answer to | 


similar. Both countries have also’ 


t necessarily conform to the ideals of 








"East edited by (жим, Institute і 
social Analysis, iii. Jaya. M$ 
(0856). 








шген the national develops | 
ment effort, often seems a trifle elu- 


sive. Together with its current coun- 


terparts, "Malaysia Inc." and its twin, 
“privatisation,” it belongs to the class 
of guidelines which sketch out the 


broad directions of policy. - 

The book tackles a rather formidable 
assignment: a critical review of the 
Look-East and associated policies, 


озы. background materials 


mainly on Japanese institutions and 
activities, and their relations to Malay- 
sia and Asean. 

A central element in the thrust of the 
government's Look-East and related 
policies, is the emphasis on productiv- 
ity and labour discipline; the Japanese 


T current "Lo Bast” policy of the | 
. Systems, quality-control ' 'circles" and 
SCR miprovement work ethics. 





d experience, as popularly understood, 
) : | serves às the model. The immanent 
5 | programme rests on the ideal of em- 

ployee loyalty to the firm, company 


welfarism and dependent (“in-house”) 
unions, in turn bolstered by incentive 


“Мо unlike the Singapore variant, 


industrial relations become personnel 


relations at the plant level, and human 
resource management at the national 
level. Associated poliey preferences in- 
clude priority for so-called heavy in- 


dustry; "turnkey" development pro- 


jects to facilitate technology transfer; 
an extended “local-content” emphasis 
(with the Malaysian car as. the lead- 
off), and major construction projects 
for Japanese and South Korean firms, 
intended to provide on-the-job train- 
ing and skill transfers to large numbers 
of Malaysian workers. 
Subtitled Lessons in Looking East, 

this volume supplies useful back- 
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patra Quest Publishers, Kuala Lumpur. 
No price given. 


О ne day їп 1951, just.as the sun 
shone through a break in the rain 
clouds, ambush commander Kung Li 
watched the British commanding gen- 
eral in Malaya roll into the killing 
zone in his be-flagged staff car and 
squeezed the trigger of his Bren gun. 

As the car slewed to a halt with 
burst tyres, the general jumped out, 
straightened his uniform and headed 
for the roadside to draw the fire of 
communist guerillas away from his 
wife and wounded driver (still inside 
the car). Then Li and his men fired again 
and blew the general away forever. 

This is the high point of Li’s soldier- 
ing in this book — he was promoted 
vice—regimental commander — and, in 
real life, the bottom line of the British- 
led campaign against the communists 
which was to drag on for 12 years. In 
1951 the high commissioner, Sir Henry 
Gurney, died in exactly this way when 
driving up to Fraser’s Hill not far from 
Kuala Lumpur. | 

This first novel from Malaya, written 
in 1961, describing the daily, unspeak- 
ably stifling lives of the guerillas (now 
reissued in paperback) makes no secret 


| of why it was written: to make it clear 


that the communist rebellion was not a 
people's uprising against British im- 


ampted red corridor 


| The Grand Illusion by Chin Kee Onn. As- | perialism but a serious attempt to turn 


Malaya into a red corridor i in South- 
east Asia. 

Despite Li's great field: record: his 
love for a female guerilla (who wears a 
petticoat under her uniform, causing 
them difficulties in their jungle tum- 
bles) sets him at loggerheads with a 
jealous political commissar. As. the 
reds' situation gets worse by the day, 
and comrades slink away to surrender, 
the red cadres try to reimpose discip- 
line by imposing death sentences on all 
doubters and deviationists. Disil- 


lusioned Li — a product of American 


missionary schooling — sees the com- 
munist ideal, rejected by most Malay- 
sians, as a brutal, tawdry fraud which 
has cost him his girlfriend. | 

Publicly held by the койаш high 
command to be guilty of liberalism and 
“extreme democracy,” he refuses to 
surrender to the British but offers to 
put his unit at their disposal to fight 
against his former comrades. | 

The tragic end to this simple, worth- 
while tale is best left to the reader. Au- 
thor Chin, a government information 
officer who served in the most danger- 
ous zones during the  Malayan 
Emergency, knows his communists 
and their dank depressing jungle, 
where remnants of their defeated units 
still behead, betray and bemuse the 
gullible with trickery and misinforma- 
tion. 159 а — DONALD WISE 
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ground material for discussion of 
such policy prescriptions. The essays 
make it quite clear that lessons from 
the collective experience of other 
societies require something more than 
slogans to be emulated successfully. 
Nearly the entire first half of the book 
is a well-balanced collection of criti- 
cally insightful, interpretative essays 
on the evolution and behaviour of Ja- 
panese institutions during the past 150 
years. 

It is no doubt reasonable to assume 
that the experience of the Japanese 
general trading company — the sogo 
shosha — to take but one example, has 
useful lessons for today's developing 
countries. But the historical cir- 
cumstances which determined the suc- 
cess of the model institution should be 
part of the lesson. Adoption of the his- 
torically specific sogo shosha model by 
today's developing countries will re- 
quire planned adaptation, taking into 
account the qualitative differences 
consistent with their manifestly differ- 
ent socio-economic backgrounds. 

The succeeding section deals with is- 
sues of the South Korean political 
economy, and includes two essays on 
the vaunted rural community self-help 
movement, the Saemaul Undung. 
These essays cast a searching and 
rather baleful light on the sources of 
social discipline and economic growth 
in that heavily disciplined state, and 
raise serious questions about the 
meaning and quality of development. 

The last third of the book treats 
specifically Malaysian issues — first in 
a selection of essays concerning Japan- 
ese-Malaysian relations and, finally, 
the Malaysian Look-East policy itself. 
One of the former, concerns pre-war 
Japanese penetration and the socio- 
political consequences of the wartime 
occupation of colonial Malaya. 
Another analyses the structure of 
Japan-Malaysia trade and the depend- 
ence of the contemporary Malaysian 
economy on its largest trading partner. 
The final essay in the section reports on 
the worker-management relations of a 
Japanese-managed factory in Malay- 
sia. 

Both the strengths and weaknesses 
of the last section in this anthology 
stem from the brief perspective of the 
essays. Their strength is derived from 
the critical evaluation of today’s policy 
questions. Although their arguments 
range from the polemic to the 
academic, all raise pertinent and so- 
cially important questions. Several 
challenge the conventional wisdom 
and the unspoken assumptions of 
much of the current discussion of the 
new policies. One writer rhetorically 
asks the impertinent question why an 
emulation exercise is needed at all. 

— D. J. BLAKE 


FAR EASTERN ECONOMIC REVIEW e 20 DECEMBER 1984 


sje "wn 
i Rh , TN P" ; " T» | f 


| ^» 


Illustrated London News (i858), VP at Happy ME AAA Hongkong a С 
PEOPLE 


Of socialites, whoever they are 


Who's Who in Hongkong. Database 
Publishing. HK$500 (US$64). 


А Arthur Hacker never kisses 
and tells, and his favourite food is 
baked beans. Prof. Peter Harris has a 
D. Litt from Natal. Police Commis- 
sioner Robert Henry's mother is called 
Nora. Psychiatrist David Ho likes to 
eat any kind of duck and believes that 
“in a setting of ugly reality, the idea 
of mental health is an opiate of the 
mind.” 

Ivor Hodgkiss will not eat bananas 
and journalist Claire Hollingworth 
was in Poland when World War II 
broke out — actually she was the first 
person to tell the British Embassy 
about it. If you have a fire on your 
hands, call chief fireman Robert 
Holmes for water, because he reckons 
that “if you don't ask, you don't 
get." 

Sir Edward Youde will not tell his 
favourite colour and his wife is patron 
of the Zonta Club. Publisher Alan Zie 
Youngder thinks he is the greatest, and 
needs a haircut. Lord Kadoorie has sat 
on more boards and committees than 
you ог І have had hot dinners. 

Tycoon Simon Keswick has had to 
abandon his favourite country pur- 
suits to look after the family fortunes. 
Artist Dorothy Kirkbride regards talk- 
ing as a hobby. Businessman Les Les- 
ton's favourite food is champagne 
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C. P. Ho likes people to “go jump." In- 
land Revenue Commissioner Victor 
Ladd enjoys eating curry. His favours 
ite colours are autumn tints. 

With such generous brush-strokes | 
are the elite of Hongkong portrayed in- 
this volume which no social climb 
should be without. Complete with li 
of members of the Executive Coun 
and other key bodies, it incorporates a 
“Selected Precedence List" — for 
placement at dinner parties? — И 
which for some reason even foreign 
consul takes precedence over the vices 
chancellors of Hongkong's two univer- 
sities. 

And for the reference of the politi 
cally fastidious, there are lists of 
Hongkong members of the Chinese Na- — 
tional People's Congress and Chinese 
People's Political Consultative Come 
mittee — these are the people to wateh. 

Short of a court injunction, there is” 
no way you can stay out of the Who's 
Who, if the publishers want you in, exe- 
cept perhaps by buttering up the SpE 
cial panel of vetters in charge of delet- 
ing the names of the unsuitable. If 
you do not fill in the questionnaire, 
your biography will be compiled for 
you. | 
The inclusion of many people's fa. | 
vourite colours makes one think. Is this” 
to enable one to know what flowers to 
send after making a social gaffe? | 

— DAVID BONAVIA _ 





















































acerdoti in Manila 


Philippines will know by 
istmas whether it will receive 
g-awaited credit from the 
1 Monetary Fund, as well 
uch of its medium- and long- | 
will be restructured. The na- 
l planners hope to get their 
debt programmes in shape by 
ear — an effort which hinges 
meetings scheduled for mid- 





f the meetings is that of the 
ub of bilateral lenders, who 
de how much of the US$1.1 
medium- and long-term debt 
.the government's request 
"ucturing will be included in 
жаі US$12 billion foreign-debt 
luling and credit package. 

More important is the meeting 5,000 
away in Washington of the IMF 
ative Board which will consider 
al approval of the long-delayed 615 
llion special drawing rights (SDRs 
58609.62 million) standby credit 
he accompanying stabilisation 
programme for Manila. 

st important for the go-ahead 
еа report from an IMF team re- 
ly in the Philippines to assess com- 
nee with the "prior action" mea- 
s required for the credit — as well 


nercial creditors to supply at least 

of the US$925 million in new 
eded to help cover the 
mancing gap of US$3.9 billion 
d during the 18-month standby 


ay in either approval, particu- 
the IMF, could place the en- 
kage in jeopardy at a time when 
least wants delay. 

2-bank Advisory Group for the 
ippines, which represents some 
outstanding foreign commer- 
debt (and covering a similar pro- 
on of the new money require- 
, has already agreed to support 
ogramme, But Prime Minister 
. Virata (who is also finance 
ler) and Central Bank of the 
pines governor Jose Fernandez 
n travelling around the world 
id-November; in a now-success- 
fort to get commitments from some 
yanks (out of a total 483 creditors) 
he remaining 30% ‘necessary to 
' the IMF (REVIEW, 15 Nov.). 
conomics aside, the major factor 





dent Ferdinand | Marcos! ill- 
Ith. The political uncertainty gen- 





formal commitment from foreign. 
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ing the difficulties appears to be 
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arated by his seclusion from mid-. 
November (REVIEW, 6 Dec. ) did little to. 
assuage bankers’ fears that the govern- 
ment will be unable to comply fully 


with the extremely tough conditions 
accompanying the restructuring pro- 
gramme. 

Both Virata and Fernandez badly 
want the programme in place as 1985 
begins. So far, they have received good 
marks for compliance with the prior 
action measures (REVIEW, 29 Nov.), 
which included cutting indirect trade- 
related taxes (and replacing them with 
broader sales and Roe И “ы 












EXTERNAL LIABILITIES iN RELATION 
TO EXPORT EARNINGS FOR 
SELECTED COUNTRIES, 1982 
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Philippines 










4, 46 
Argentina 4.8 21 
Chile 4.5 19 
Brazil 4.2 16 
Mexico 3.9 21. 





Source: World Bank estimates. 


ing a tight rein on. money Supply, 
abolishing price controls on a wide 
range of commodities and allowing 
banks to resume foreign-currency 
trading. 

While tight fiscal control and a full 
float of the exchange rate for the peso 
remain bones of contention with the 
IMF, further reforms are expected be- 
fore 31 March, when the next of a plan- 
ned seven IMF reviews of the program- 
me will determine if the second IMF 
tranche will be released. Further price 
decontrol, tax шы: ex- 


GROWTH PERFORMANCE AND 
PROJECTED GROWTH SCENARIOS, 1975-90 


(% charge per year or period average) 





GDP 8 
Industry 9 
Agriculture 5. 
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dange: айа liberalisation. and initial 
steps at rationalising:the agricultural 
sector are a part of the reforms. Should 
these measures not be met, the entire. 
restructuring programme: could be de- 
railed. | 2 
The programme calls for: a i formal re- 
scheduling over 10.years of US$5.77 
billion of foreign debt (including the 
US$1.1 billion from bilateral lenders), 
reactivating US$2.98 billion in trade 
credits from. commercial banks halted 
since the first 90-day moratorium on 
principal repayments of foreign debt 
was declared on 17 October 1983 and 
the US$925 million in 
.. new commercial bank 
о Credits. 
. Also, new official 
. development assist- 
ance (ODA) of amesti- 
mated US$2.5 billion 
will. be: ко to 










| th programme 
| period. Well into its 
fifth 90-day morato- 
rium; the government 
; urgently - needs the 
programme in place to 
start the long climb back towards sus- 
tained economic growth and recreate a 
sense of creditworthiness. In his report 
to Marcos after returning from his tour 
of world financial centres, Virata said 
the World Bank and the Asian Deve- 
lopment Bank (ADB) have agreed. to 
raise US$2.1 billion between them- 
selves as new ODA for the Philippines 
next year. | 
In the 15 months since the 21 August 
1983 assassination of opposition 
leader Benigno Aquino became the 
catalyst for a wholesale loss of confi- 
. dence in the economy, 
B „the. Philippines, has 
е accumula ted payment 
arrears of US$2 bil- 
- lion, while bank runs 























; caused massive . .in- 
creases in currency 
Pun гапа the. need for 
44. ] emergency financing. | 
£5 9.1] Inflation. vaulted from 
DEN um ped p делу 
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| ng "United States 
growth, the World Bank estimates the 
Philippin on ill. h 

tracted 6% di 


with that of th Шеба power 
years. Most. 
20% (though wage controls’. were 
not a formal part of the IMF package) 





and personal consumption is estimat- | 


ed to be. down 8 9% оп а рег capita 
basis. DOCE 


n ı Manila, chia Tenn who used 
to be run in syndicates around prim- 


ary tourist areas, now clutter major | 


intersections throughout the city, 
while entire families have set up card- 


board hovels along. Roxas.Boulevard; 7 


near the city's prestigious cultural 
complex. | 

Even if the IMF. programme is ; fol- 
lowed to the letter and the structural 
reforms inherent are instituted, the 
road back to even:1983 economic ac- 
tivity levels is expected to be long and 
arduous. With the Consultative Group 
for the Philippines (the 21 Paris Club 
member countries plus the World 
Bank, the ADB and other multilateral 


lenders) scheduled to meet in January. 


to decide on fresh ODA for the pro- 
gramme period, the World Bank has is- 
sued a confidential Country Economic 
Memorandum: An Agenda for Adjust- 
ment and Growth, which normally 
stands as the basis for medium-term 


policy reform and financial assistance © 


requirements. 


Its conclusions are stark. Major 


structural reforms are required, it 
says, in macroeconomic areas of bal- 
ance of payments, fiscal policies and 


banking, while major sectoral reforms. 


must. be pushed through in manufac- 
turing, energy and agriculture if the 
economy 15 to recover without 
wholesale poverty engulfing the nation 


before the end of the decade. While ad- 


mitting that, given the current econo- 
mic and political uncertainties, many 


different predictions could be made, 


the report puts forward two scenarios 
— а best and worst case — but both of 
them indicate a difficult struggle 
ahead. 

The high case predicts a gradual re- 
covery of economic growth towards 
the end of the decade, with gross na- 
tional product advances ы ds 
аде the rest of the decade, x | 





wages have risen barely 


averaging 6% sanadi. export growth | 
s growth at 7%, continued sub= E 


BALANCE OF PAYMENTS 


| (US$ million) 


— Short n capital 
l | inflow S 


Capital-account balance 
Errors and omissions 
Allocations of SDRs 
Monetarisation of gold 


energy imports, an agricultural growth 


rate of 4.5% and industrial growth of 


4.4%: o 

But this would require substantial 
policy reforms, limiting new invest- 
ment to only those projects with short 
gestation periods and a high rate of re- 


. turn, while emphasising efficient use 


of infrastructure already in place, the 
report says. 
It means giving priority to rebuiid- 


. ing, maintenance. and other current 


operating expenditures (which re- 
ceived scant attention in the past five 
national budgets); creating incentives 
for rational. import substitution for 
private-sector manufacturers who rely 
on imported .raw materials, and 
bolstering domestic-resource mobili- 
sation through an overhaul of the tax 
system and getting public-sector cor- 
porations (one of the largest drains on 
government finances in recent years) 
to start generating more of their own 
cash. . . 

Assuming all these policy measures 
are ta en as 5 part Ags the stabilisation 





| ing the period 1985- 90. it still means, 















according to the World Bank, that by 
1990 real per capita consumption will 
be 6% below the 1983 level. "Thus, 
even the high case," the World Bank 
report says, " would. include a period of 
lower levels of living for the popula- 
tion and ће possibility of increased 


poverty.” 


The low-case scenario, based on the 
assumption that policy reforms are de- 
layed | or skewed, estimates average 

th of. 1.9% during the ‚1985- 90 


reduction of “25% in the volume of 


so-called Marcos cronies, with 












































meana ion in iper € apita 
between 1983 and 1990 of : 
ing ар ану lower s 
real wages and f apis y increas 
erty. $ 
The basic IMF stabilisatio 
gramme, the World Bank's report: 
is "the first and indispensable: 
facing’ Philippine  decision-ma 
today." However, it emphasises 
"the heavy cost" of slowed g 
сап be reduced if the governi 
a longer-term perspective in ł 
and carrying out stabilisation 
sures. 5 
Underlying its analysis is the W 
Bank's contention that the past! 
six years of rapidly inereasir 
debt was accompanied bv su 
increase іп capital stock to faci 
recovery if the proper policy 
are undertaken. 


"Bh overnment attempts at a 
"ag cyclical poliev to outis! 
Ф longer-than-expected ree 
in 1981-82, and the massive | 
ment takeovers during that 
private companies {mans 





Pun М 


ing guaranteed by government 
such as the Philippine National 
[PNB] and Development Bank 
Philippines [DBP]). led to 
vestment and low growth, 
Says. 

The report says the avera 
capital to output jumped | 
during the 1970s to 2.4: m 
mental c: apital-outin 
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se from 3.9:1 to an astonishing 
,0.6:1. 
"The bank says the reasons for this 
deterioration include bad manage- 
E ent, bad investment, incentives 
-f avouring private investment in capi- 
fal-intensive projects and the govern- 
 ment's long- -gestation capital invest- 
“ment programme in the 1980s. But it 
"points out that there remains “a large 
portion of the productive capital stock 
 unutilised." 
“Although the bank's report admits it 
5 difficult to differentiate between 
| gow much was simply bad investment 
anc how much would be usable (as- 
‘suming policy reforms аге im- 
a ented), it estimates that “it seems 
Possible . . . to increase total output by 
| E as 20% with little or no addi- 
























Tou оа. 
) The completion of continuing pro- 
jects with high returns. 
» New public-sector investments 
Which have high short-term returns, 
ire strong foreign-exchange earners or 
e used to maintain existing infra- 
cture. 
A "policy environment" for the pri- 
vate sector which would replace im- 
ports efficiently, create exports and in- 
 сгеаѕе employment. 
> A reduction in the drain on public 
"spending by making public corpora- 
‘tions profitable and a boost to rev- 
enues by restructuring the tax sys- 
tem. 
= Much of this involves the govern- 
Aament's budget, and the rapidly in- 
‘creasing deficit, which swelled from 
0.1% of GNP in 1979 to 4.3% by 1982, 
according to the bank. This reflected 
"Bovergment investments rising from 7% 
‘of GNP in 1979 to almost 10% in 1982, 
while total revenues fell from 13.5% to 
11.4% of GNP during the same period. 
It also helped cause the foreign debt 
crisis, with 70% of the government’s 
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deficit being financ- 
ed through foreign 
borrowings. 

To reach the bank's 
high-case scenario, 
government  invest- 
ment virtually has to 
stop, the report says, 
except for those pro- 
jects which fit its four principles, such 
as the completion of energy-substitu- 
tion projects in geothermal and hydro- 
electric-power generation. Operating 
expenditures, such as irrigation 
maintenance, need to be .bolstered, 
though the bank says the levels of 
the late 1970s (as a percentage of 
GNP) will be reached again only near 
1990. 

On the revenue side, the report cites 
four steps which must be taken if the 
tax ratio, revenue elasticity and the tax 
system's coverage are to be improved: 
» Bolster the tax effort generally. 

» Reduce "heavy and growing" em- 
phasis on indirect taxes. 

» Improve the tax-incentive system 
beyond the manufacturing sector. 

» Improve collection and administra- 
tion. 


n terms of financing private-sec- 

tor rationalisation, adjustment and 

— finally — growth, the report 
points to the factor common to most 
foreign-debt plagued countries: too 
much emphasis on foreign credit in the 
1980s (a carryover from the petro- 
dollar recycling days of the mid- 
1970s) and not enough on domestic 
savings. 

In the banking sector, the report 
reiterates many of the necessary re- 
forms outlined by Fernandez at the 
height of the slew of bank runs in July- 
August 1984 (REVIEW, 13 Sept.), while 
emphasising that serious portfolio- 
trimming is needed, slashing non-per- 
forming assets and selling off as many 
foreclosed assets as possible, particu- 
larly of the two massive government 
banks, PNB and DBP. 

A restructuring of the two is re- 






















oe at DBP. which the bank 
Says, obe “over two-thirds of its 


portfolio . . . classified as non-perform- 
ing assets, the majority of these being 
projects that were financed at the be- 
hest of the government." The report 
calls DBP's finances “precarious,” and 
says the budgetary support it needed 
during 1984, P44 billion (US$200 mil- 
lion), is more than half the total pro- 
jected deficit for the budget year erid- 
31 December 1984. 

But while fiscal restraint and finan- 
cial adjustment are critical, it is the 
balance-of-payments problem that fi- 

nally signalled the crisis. 
E The bank's adjustment pro- 
? gramme is general in nature 
капа obvious in many re- 
“spects, Expanding the ex- 
port base, borrowing only 
when proceeds are used to 
generate export receipts 
quickly, reducing the re- 
liance on short-term debt 
and rebuilding the interna- 
tional reserve position are 
all crucial, but in many re- 
spects depend on the inter- 
national economy. 

The Philippines’ mix of 
export commodities — sugar, coconut 
products, copper and gold — have suf- 
fered more than those of similar mid- 
dle-income oil importers during the 
commodity downturn since 1980. 

But the country will face the same 
external environment, whether the 
best- or worst-case World Bank 
scenario applies, the bank's report 
says: 3% GNP annual growth in indus- 
trialised countries through 1990, 
energy costs slowly returning to 
their 1981 level, little change in the 
Philippines' terms of trade, an average 
annual 6% inflation rate and the Lon- 
don inter-bank offered rate (Libor) 
falling to about 9%. 

At the same time, however, the re- 
port cautions that these international 
factors cannot be guaranteed: a one- 
point increase in Libor adds US$100 
million in extra interest payments 
(based on 1983 total debt); a US$1 a 
barrel oil-price increase adds US$50- 
70 million to the annual import bill, 
and a one percentage-point lower 
growth rate in the industrialised coun- 
tries reduces export earnings by 2-3%. 

The report as a whole stands as a 
clear warning that unless the Philip- 
pines takes “vigorous reforms," as the 
World Bank puts it, the country will be 
stuck in an economic quagmire for 
years to come. It implies throughout its 
analysis of the development of the 
crisis that the Marcos government 
failed to use investment wisely — and 
in one section, even outlines how some 
US$3 billion in foreign credit could 
have been salted away abroad. It 
preaches rationalisation and ` effi- 
ciency at a time when political specu- 
lation is rising over the issues of suc- 
cession and the post-Marcosera. D 
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he dignified face 
success. 
he BMW 7-Series. 


When it comes to evaluating the highly 
respected school of German automotive 
technology, more and more people all over 
the world are opting for BMW: over the 
past 15 years BMW has been the western 
world’s most dynamic, progressive and 
fastest growing automobile manufacturer. 
And the large BMW represents this in its 
purest form. 

Without question, it’s an elite car — but in a 
totally unconventional and different way 
from other top-class cars. 

As a result, the large BMW is quite con- 
sciously chosen as the genuinealternative 
amongst internationally recognised top- 
class cars by those people, whose main 
reason for buying a car isn’t to acquire a 
four-wheeled bank statement, 

but to derive the maximum dynamic and 
technical pleasure. 

And in a restrained and refined style that 
reflects this confident attitude. 


A BMW 7-Series is the perfect personal 
match for drivers, who don’t simply hav 
a greater understanding of exceptional 
automotive technology, butalso know he 
to get more out of it. 

And who, therefore, even at the highest 
level, quite consciously and enthusiasti 
cally prefer to go their own way. 

This freedom of action is also mirrored 
their choice of car. And in a completely 
unmistakable and individual way, when 
you choose a large BMW. 


Model and equipment availability in 
the BMW internationalrange may vary їгс 
country to country. 
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APPETIZER 


“If there's one place where La Nouvelle 
Cuisine is called for, it's on long flights where 
you're sitting for hours at a time," one of our 
First Class passengers remarked some time 
back. 

Of course he was right. 


APPETIZER 


Duck liver 





rs 


So we gave six of Scandinavia's leading 
chefs the exciting task of creating six 
exclusive, but very light menus for our First 
Class passengers. 

These Menus Gastronomique have been a 
success. True, we still cater to passengers 





long rli ht i. 





APPETIZER 


with heartier appetites. For them, we continue 
to serve our more traditional cuisine complete 
with herring and spiced salmon. 

But for an exclusive option next time you fly 
with us, why not give our new, light Menu 
Gastronomique a try. 
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[ "ех"! Foi tr--velleis 
who take Asia seriously. 


The 13th edition of the All-Asia 
Guide is simply crammed with 
new up-to-the-minute 
information, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 





There are chapters on no fewer 
than 26 countries. Plus opening 
chapters on eating out in Asia, on 
the best way of using your 
baggage allowance, and on how 
best to carry your cash. 


25 new maps, making a total 
of more than 60. 


Hints on how to travel in Asia 
— from packing the right things, 
to the best places for souvenir 
hunting — wherever you're 


going. 
An even more streamlined 


guide to hotels in the region with 
more than 1,600 listed. 


Some 55 new colour pictures, 
and more than 110 new black- 
and-white pictures. 








SS Asia'smost complete guide book § All of which adds up to over 
Fully Revised 13th Edition | 700 pages of vital information for 
e n business and pleasure travellers 
E. | in Asia. 
e e РТ" То make sure of your сору, 
Now in its 13th Edition. send of the coupon today 
ЧЕБЕР ee ee ce eee eee „ыш ese) eS ee amen eee ee Se ee a St A loge) a ew, 
To: Publications Division, The ALL-ASIA GUIDE = 
| Far Eastern Economic Review Ltd., G.P.O. Box 160, Hongkong. published by the Far Eastern 
| Please rush me copy/copies of the ALL-ASIA GUIDE, 13th Edition, as indicated. | enclose a cheque/postal Economic Review, Asia's most j 
respected business weekly. 
order for __ ) .XA i 
| Мо. of copies C] by surface L] by airmail* R1220AG13 
| ALL-ASIA GUIDE. 13th Edition: HK$89/US$11.95/£8.75/5$25/M$27.50 each arEasternEconomic | 
і “For airmail delivery, please ааа: – HK$45/US$6/£4.25/5$13/M$14 per сору [ 
| Name | 
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IN THE HUNT 

p FOR SAVINGS, 

| CAPTURE THE BEST 
™ ON THE 737-300. 


(NR = Forshort-haul operators stalking low cost of ownership, 

PN pi» =f low maintenance, low fuel consumption, and low noise, the 

we hunt is over. The 737-300 is flying and about to leap into 

AE commercial service. LN 

It's the best of its breed. Because onboard is something technically sleek, 2 
silent and powerful. A matched pair of CFM56-3 engines. With plenty ої muscle 
to meet the most demanding schedules. Lean on fuel, with savings of 20% or more. 
And as quiet as a cat, to comply with the strictest noise requirements the world over. 
The -3 15 kin to the CFM5 6-2, already on the Super 70 and military aircraft. 50 it will 
enter commercial service with more than a million flight hours of -2 experience. 

The Boeing 737-300 with CFM56-3 engines. 
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THE 
LONGINES 
STYLE 


Conquest VHP 
is the men’s model 
at right. All other 
Longines Conquest 
models, both Ladies’ 
and men's, are avail- 
able in a variety of 
metals and colours, 
with a conventional 
quartz movement. 
All have a sapphire 
glass and are water- 
resistant to a depth 
of 100 feet. 
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Very High Precision) 


Longines Conquest VHP is possibly the world’s most advanced wrist watch. 


"^ Unprecedented precision. Unprecedented battery life. made from the extremely hard XL- 
Conquest VHP is five to ten times Conquest VHP runs on a 3rd-gen- alloy and finished with a layer of 
more accurate than ordinary quartz eration lithium battery (mercury even harder PR ES or titanium 


watches. Expect it to vary by as came first, followed by silver oxide). carbide. It is this layer, obtained by 
little as one minute in five years Battery life is five years or more and ion bombardment, which gives the 
(or 0.02 seconds a day). Responsible exceeds that of an ordinary watch watches their characteristic grey 
is a new Longines development: battery by a factor of three. aspect. 
a quartz thermometer inside the Unprecedented finish. Case Then there is the Swiss crafts- 
movement monitors and neutralizes апа bracelet of the models shown man's touch, something the VHP 
the main enemy of quartz-watch here have a distinctive silken finish, shares with the very first watches 
accuracy, the changing temperature. — the result of blasting with pellets made by Longines, in 1832. 

of man-made sapphire. The case is 


LONGINES 


Pride of the Swiss since 1832 
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Shenzhen Special Economic Zone finds it is not immune to 
the financial misfortunes of its foreign investors 


By Paul Sillitoe and Louise do Rosario in Shenzhen 


he financial collapse of Hongkong- 

based Millies Group must have 
been a slap on the face for Shenzhen 
officials. Alan Lau, the group's owner, 
was once crowned by Chinese leaders 
as the brave pioneering investor of the 
Shenzhen Special Economic Zone 
(SEZ), bordering Hongkong. Only in 
September, ‘Millie's joint venture with 
China announced plans to set up six 
new factories throughout the country, 
in addition to many Lau had previ- 
ously committed to set up on the main- 
land. 

This is not the first time Hongkong 
businessmen with investments nin 
Shenzhen have run into trouble: 
Goodyear group and the LMK Nam 
Sang Dyeing Factory were the better 
publicised cases. During Hongkong's 
last recession two years ago, a number 
of Shenzhen-Hongkong joint ventures 
were similarly affected by the drought 
in factory orders and delays in con- 
struction projects. 

These examples highlight Shen- 
zhen's vulnerability when Hongkong 
businesses fail; 90% of the SEZ’ invest- 
ment comes from the territory. Chinese 
officials do not like to concede this 
fragility — to them, Shenzhen is, or is 
meant to be, a model of success. At any 
time of the year, there is a continuous 
stream of visitors from all parts of 
China coming to Shenzhen, China's 
largest SEZ, to marvel and learn how 
to transform a small fishing village 
into a city which is, by any yardstick, 
extremely modertv. by Chinese stand- 
ards. 09 Ч 

Trade officialsofthe 14 coastal cities 
newly opened to foreign business have 
been urged to copy Shenzhen's experi- 
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ence in attracting foreign investment 
and technology. In February, elder 
statesman Deng Xiaoping visited the 
zone and was so impressed by what he 
saw that two months later he called for 
the opening of the additional 14 cities, 
based on the concept applied in Shen- 
zhen and other SEZs of using special 
concessions to attract foreign invest- 
ment. 

Among foreign investors, at whom 
the zone was aimed primarily, Shen- 
zhen is still an uncertain proposition, 
however. Individual assessments of it 
vary greatly. It is pointed out that for 
the huge sum China spent on Shen- 
zhen's infrastructure, the yield has not 
been cost-effective. One economist es- 
timates that for the US$1 billion Shen- 
zhen spent, it has attracted only 
US$60-80 million of industrial invest- 
ment — a ratio far below that of invest- 
ment zones in neighbouring Asian 
countries. Moreover, he adds, the in- 
dustries attracted are mainly low-end 
assembly-line operations. The fact 
that China now chooses to open cities 
that already have strong industrial 
bases is evidence that the government 
feels the Shenzhen model has been too 
costly, he argues. 
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Shenzhen, however, does not lack | 


sympathisers. Р, Lau, senior lec- 
turer in business and management 
studies at the Hongkong Polytechnic, 
points out that the ability of a former 
small rural community to attract a 
large amount of investments, be they 
short term or non-manufacturing in 


nature, within a few years, is a credita- 


ble achievement. The official figure of 
pledged investment of HK$16.1 billion 
(US$2.1 billion), of which HK$3.9 bil- 


de 





lion is in operation, may be inflated but 
indicates that the efforts are 
worthwhile. 
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still 


Other supporters of Shenzhen say 1 


one invisible achievement is the ex- 
perience gained through the zone's 


trial-and-error progress, which serves” 


as a valuable lesson to the rest of 


China. The costs may be high but аге 


inevitable, they claim. The latest tax; 
duty and other concessions for invest 


ors in the 14 newly opened coastal” 
cities, for example, will come into force | 


w 
“һ_ 


within months largely because of he 


existence of the Shenzhen model. 
There are others who feel that Shen- 
zhen's potential has not been realised, 
The first few years have been devoted 
to infrastructure building: the next 
stage, Shenzhen officials proclaim, 
will be the take-off. Critics obviously 
wil point out that Shenzhen — not 
able to fully cash in on the initial 
foreign enthusiasm five years ago, 
when the SEZs were the only “open” 
areas — now finds it has to work dou- 


bly hard as its credibility has been tar- 


nished by some past failures in coope- 
ration with foreign partners 


henzhen officials, however, con- 

tinue to sound upbeat. “We have 
created an embryonic modern city of 
30 km, linked by roads," said Shen- 
zhen Vice-Mayor Zhou Xiwu in an in- 
terview. "The industrial areas are 
completed. Now we can concentrate 
fully on industrialisation." It is natu- 
ral, he added, that labour-intensive 
Hongkong manufacturers should seek 
short-term gains. It is only a matter of 
time before they are followed by major 
foreign investors, encouraged both by 
the facilities and cost advantages 
Shenzhen offers and by China's in- 
creasinglv liberal outlook, as evidenc- 
ed by the latest package of reforms. 

Most foreign industrial operations 
in Shenzhen currently involve 
simple subcontracting tasks — for 
example, assembly work in electronics 
and textiles — which may introduce 
useful labour skills and earn forei 
exchange but’ fall well short of t 








rt continue to wait ands see. Factors 
lding them back are: | 

The requirement that all joint ven- 
's be chaired by a Chinese appoint- 
по may not see. eye to eye with the 
ign partner. | 









rt Fd over the 
\ іоп of profits. 


dp unstable power 
orum 


hë la our And land cost advan- 
f Shenzhen, some Hongkong 
cturers have said. 
be sure, much of this is no more 
eething troubles; Shenzhen may 
rown too fast. One Hongkong in- 
alist who has been involved in 
hen from its outset; subcontract- 
Jlectronic-components: assembly, 
ed of China’s insistence on in- 
ng as many engineers and techni- 
people (from Peking, Shanghai and 
where) in SEZ projects, but criti- 
d their tendency to think big: 
еу have been іп a darkened room 
ears and suddenly the door is 
ig open. They see sparks.” 
What Zhou sees as the current new 
se in Shenzhen's development is 
ompanied by plans for still greater 
Falisatién. . ‘It is recognised that 
| er regulations, for 
I pitched in favour of 
gger projects Shenzhen wants; 
mal regulations have been 
gated by the city government | 
ill shortly be in place. They call 
five-year transfer period, which 
be seen as rather short by poten- 
nvestors. 











as Zhou suggested, there is good 
ЫЎ reason to suppose that the rules will 
plied flexibly and amended in the 
of experience. This has been so 
1 the requirement that, except in 
ase of high- technology products, 
e of an enterprise's production be 
orted. In practice, it seems the def- 
ion of high technology has been 
ficiently loose so that domestic de- 
ad niches are fairly readily exploit- | 


| Peking, meanwhile, the Bank of 










ML bran at. om р limited to 


any such licences would first be 
ade available in Shenzhen, Zhou 
aid. On the question of the issue of a 
enzhen currency, Zhou said a deci- 
ion could be expected ‘ » very soon." 
| Two relatively new ope і 
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| HK$200 million (US$25.64 milion), 
according to Brian Stevenson of Ernst 
& Whinney. The liquidator declined to. 
give any éstimate of Millie's assets, 
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zi Hongkong electronics ‘compan and 
` the Shenzhen Municipal Electronic In- 


dustry General Co., has been produc- 


ing colour TV sets and printed circuit | 


boards (PCBs) for the past year. 


In the 12 months to October, Huafa'| 


made a net profit of Rmb 2.8 million 


(US$1.01 million), and in 1985 is aiming 


to boost production of TV sets by 50% 


to 150,000 units and of single- and | 


double-sided PCBs by 30% to 130, 000 
m?, 


would like to move into production of 
higher value-added multi-layer PCBs, 


though it probably would not be able | 


to do so until 1987. Fixed assets cur- 

rently are worth US$3 million. 
(Because of their role in upgrading 

China's industry, domestic sales of 


said assistant. general manager 
Zheng Shiqin. Zheng said the company | 


spe fication for usein TV sets, quartz 
watches, calculators and computers. 
Currently, PCB productiori is geared 
towards TV sets. Of ТУ production, 
| 70% must be exported. Exports of 
| Huafa products have been to selected 
European markets and Canada.) 
Wages of Huafa's 400 workers are 
around Rmb 100-400 a month plus a 
| performance bonus that can range 
| from Rmb 5-6 up to Rmb 60 and aver- 
| ages Rmb 30. Interestingly, Zheng said 
| the company ruled that there would be 
| strict confidentiality with regard to 
| pay from October — so workers know 
| they must do better to earn more, but 
| 


| not exactly how much better. All wage 
and promotion decisions are the re- 
sponsibility of the company's board, on 
which there must be a number of man- 
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fouidaton of Hongkong’ s Millie’s Group 


sees the demise of ‘the brave man of Shenzhen’ 


By Elizabeth Cheng in Hongkong 
lan Lau Tin-chau, owner of the 
Millie's Group of Hengkong-based 

private companies well known for its 

shoes and handbags, and who was once 
dubbed the “brave man of Shenzhen” 
by Chinese Premier Zhao Ziyang for 


his investment efforts there, . seems 


about to realise his wish — to retire 
1985. Six of Lau's most. importa; 
companies, forming the core of his 
business, are in liquidation. 

| Accountants Ernst & Whinney were 
appointed provisional liquidators on 
30 November, following Lau’ 

decision to séek voluntary liquidation 
of the companies, five in Hongkong 
and one — Shenzhen High Quality 
Shoes Factory, employing 300 workers 
— over the border in China's neigh- 
bouring Shenzhen Special Economic 
Zone (SEZ). 

The move appeared to have been 
triggered by pressure from banks 
which are owed 75-85% of the 
companies' estimated total debts. of 





though they are understood to be rela- 
tively small as most of the premises in- 
volved were leased, while stock at its 








three Hongkong wholesa e centres was 


| largely on consignment from other 


. suppliers. 


sentative offices. It is probable ` 


about HK$7 million it says it is owed, | 
: -shortly before Lau. filed his own wind- " 





The United States-owned Bank of 
Canton filed a writ against Millie's, 
Lau and his wife (after whom the 
group is named) seeking repayment of 





up petition. uo os Bays that tol- 
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lowed, writs involving some HK$13 
million were filed by Summa Interna- 
tional Finance, WestLB Asia, Société 
Générale, Wing Hing Plastic Indus- 
trial; Harris ess and three in- 
dividuals. 

Chinese. banks are believed to ac- 
count for a sizable portion of Lau's 
debts, but none has taken action vet. 
An official of the Peking-owned 
Nanyang Commercíal Bank, which is 
understood to be a major banker to the 
"group, told the REVIEW that its loans to 
Lau were well secured by guarantees 
and collateral. 

Gau, who has been in regular contact 
with his liquidators but unavailable 
for press comments, is given to "think- 
ing big." Described by one acquain- 
tance as a Chinese chauvinist, Lau 
either impresses or frightens people 
with his ambitious plans, which in- 
cluded turning an island off Fujian 
into a free-trade zone and building a 
HK$5 billion oil- SEXDIGIBHOR base in 
henzhen. 
interest i in doing business with 
hina is comparatively recent, dating 
from the start of Peking S liberalised 
approach to economic development 
seven years ago. The Shanghai- -born 
Lau is on record as saying: “Ileft China 
in 1949 because lama capitalist. Now I 
am going back because they accept us 
| as capitalist.” . | 
ү i «His enthusiasm fer: China turned out 
| to be mutually beneficial. Chinese 
leaders made hima, model of the pat- 
| riotie Overseas Chinese with superb 
confidence in the future of the experi- 
iental Shenzhen SEZ. He, in turn, 
dr y access to left- 
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eration is the Shenzhen Petrochemical 
Packaging Material Plant. A joint ven- 
ture of Guangzhou Petrochemical Fac- 
tory (50%), Shenzhen Municipal Pet- 
rochemical Industry Co. (25%), 
Guangdong Enterprises (China-owned 
but based in Hongkong, 15%) and 
Guangdong Petrochemical Industry 
Corp. (10%), it was conceived by the 
petrochemicals corporations as a 
means of diversifying downstream into 
fairly high-technology end products. 


SE. T aT 


т plant produces a variety of plas- 
tic food-packaging materials to 
customers’ specifications, including a 
thin, transparent film that can be 
printed with high-quality colour im- 
ages. The plant had its first trial run 
only in August. It was established with 
a capital of Rmb 5 million, with the 
cost of its first-phase equipment, from 















Friendly and efficient 
service in a dynamic 
economy is the 


that assured our 
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And now we're Sw 
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an international 
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and-a-half years with interest at 8.5%. 
Anticipated working capital needs of 
US$500,000 a year also will come from 
the BoC, with floating interest at a 
minimum 8.5%. 

Initially it was anticipated that 80% 
of production would be exported to 
Hongkong and Southeast Asia and the 
remainder used domestically. The out- 
turn has been very different; while the 
plant has produced packages worth 
Rmb 200,000 since production began, 
“we are beginning to sell to Hongkong 
but most stay in China,” said director 
Jiao Taishan. 

The problem is that Shenzhen Pet- 
rochemical Packaging does not have 
the machinery to produce package de- 
signs — it must have those done over- 
seas. From the potential buyer's point 
of view this is a cumbersome procedure 
which adds to cost and lengthens de- 


mill JT | 


Sabie i in four- 








any other Japanese bank, 
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ry M Thé idea was to to buy de 
sign machinery after the first-phz 
loan was paid off, but this is no À 
acknowledged to be the wrong ap 
proach. | 

“We cannot expect a profit this year, 
or even next” in present cir 
cumstances, said Jiao. He said the сої — 
poration was seeking foreign inves 
ment for additional equipment and у. 
currently was negotiating with a Jae 
panese firm. Hongkong food manufac- 
turers also had expressed interest, he - 
said. Meanwhile, Shenzhen Pet 
rochemical Packaging wil! consider 
taking advantage of a recent relaxa- 
tion permitting industrial enterprises 
to establish a trading arm, seeking 
deals for its principals’ petrochemicals 
products and assisting similar man- 
ufacturing operations elsewhere im 
China (there are about 30) in buying 
equipment ànd materials. This should: 
help boost revenues. р 
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Saitama offers its 
customers the full 
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and vision. The vigor 
that has made it one 
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banks. And the 
vision of a bank 
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people are people. 
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а etd i to the queen 
al Committee of the Chinese People's 
Political Consultative Conference. 
The liquidators are as yet unable to 
de termine whether debts built up by 
e six companies were linked to Lau's 
Es iad commitments in China, all of 
them between Lau himself and various 
Chinese bodies. 
` These include the Bamboo Garden 
Hotel in Shenzhen, opened in 1980 as a 
jo г t venture with SEZ authorities; the 
est Lake Hotel, another joint venture 
with a Chinese local authority, which 
5 under construction in Guangdong's 
Tuiyang county; the Overseas Chinese 
lew Estate, a 488-unit residential 
deve elopment in Shenzhen in partner- 
lip with the SEZ, completed in Au- 
= st, and the Buji industrial estate in 
S ihe hen, a planned HK$15 million 
j 7 nt venture with another SEZ ге- 
gional authority, where only a few 
small factories have so far been built. 
E. There were also plans for six 200- 
pom joint-venture hotels in Guang- 
ong, and to upgrade the province's 
to irist facilities. 
: Beyond these, Lau has signed 
numerous industrial contracts and 
agre ements with the China Light In- 
dustry Corp. covering activities rang- 
tng from the manufacture of clocks to 
sh Bee breaking. None of these ventures 
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s progressed beyond a preliminary 
ge and no financing has been ar- 
nged. 
e liquidators believe there is a 
good chance of selling off most of the 
group's 10 retail outlets as going con- 
cerns. They also suggest the shoe fac- 
tories (one in Hongkong as well as 
- the one in Shenzhen which works on 
- orders subcontracted from Hongkong) 
4 can be sold as a turnkey operation — 
an attractive option for creditors, 
workers and worried Shenzhen offi- 
. cials. 
` Less attractive are the group's 
wholesale centres. The concept of dis- 
| counting merchandise on a daily basis 
has failed in. Hongkong, and though 
. Lau reported sharp increases in turn- 
I over in their three years of operation, 
they had fallen short of the HK$500 
million estimated breakeven level. In 
fact, bankers believe it is the discount- 
ing operations which have drained re- 
sources from Lau's previously lucra- 
| tive retail operations. 
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ПОМ) with Shenzhen officials: myriad commitments. 


China’s newborn open cities find their elder sisters 


— the SEZs — have already taken most of the money 


By Louise do Rosario in Hongkong 


W ith unusual speed, China's 14 
newly designated open coastal 
cities have attracted a great deal of in- 
terest from foreign investors, Wei 
Yuming, vice-minister of the Ministry 
of Foreign Economic Relations and 
Trade, told a Hongkong symposium in 
November that foreign investors so far 
have pledged to invest US$4.95 billion 
in the coastal zones. Although the fig- 
ure includes both firm and tentative 
commitments, the sum — twice the 
amount Shenzhen, the largest special 
economic zone (SEZ), claims to have 
attracted over a period of five years — 
is one indicator of the enthusiasm gen- 
erated by the open-cities plan. 

While welcoming the new policies 
announced in April as an expression of 
the continued open-door commitment, 
foreign businessmen doubt the move 
will draw a new wave of investment as 
strong as that of a few years ago. The 
ultimate interest of most investors lies 
in China's domestic market and raw 
materials — not in the duty and tax 

concessions offered by the 14 
š cities (and by many neigh- 

bouring Asian nations) A 
few wonder if perhaps the 
UN d decision was not hastily 
made, given that red tape, 
inefficient management and 
ambiguities in official re- 
sponsibilities still plague 
foreign investment. 

The Hongkong sym- 
posium, where more than 
500 Chinese delegates came 
armed with 207 proposed 
projects requiring US$1.5 
billion in foreign funds, is perhaps a 
sign of the future. Similar confusion, 
competition for attention and difficul- 
ties in getting serious business done 
will be encountered again many times 
in the cities' offices and factories. The 
14-cities concept was first expounded 
by Deng Xiaoping, who was impressed 
by what he saw in the SEZs in Feb- 
ruary. It is believed Deng personally 
chose the cities, after much discussion 
among officials over the choices. 

The idea of cities as the locomotives 
for economic growth is nothing new, 
and was previously raised by Chinese 
economists. But Deng's personal in- 
terest explains much about the vigour 
and speed with which the 14-cities 
plan has been pursued. In April, the 
State Council and the Secretariat of 
the Chinese Communist Party Central 

























` Committee held a 12-day forum in Pe- 


king on the subject. Since then, senior 
Chinese officials have added more sub- 
stance to the conceptual framework, 
though a formal _ set of regulations, 
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similar to those promulgated for the 
SEZs, is still not in sight. 

The philosophy behind the concept 
certainly makes a great deal of sense. 
The cities — Shanghai, Canton, Tian- 
jin, Dalian, Zhanjiang, Nantong, 
Ningbo, Wenzhou, Qinhuangdao, 
Fuzhou, Lianyungang, Yantai, Behai 
and Qingtao — handle 90% of the 
country’s total sea freight. With 13% of 
the national workforce, their com- 
bined industrial output accounts for 
23% of the country’s total. Even the 
smallest of these cities, such as 
Qinhuangdao, have better infrastruc- 
ture than the original village of Shen- 
zhen. 

The 14 cities, which have been send- 
ing a continuous stream of delegations 
to Shenzhen in recent months, also are 
benefiting from the experience of the 
SEZs. Trade sources, however, note 
that Shekou — the small industrial 
area west of Shenzhen — has impress- 
ed the delegates most for the high ratio 
of industrial investment it has at- 
tracted and the efficiency of its opera- 
tion. 

“At the back of everybody's mind, 
Shekou is the model; it has got better 
return for the money it has spent on 
infrastructure,” said an economist 
who visits China frequently. The pro- 
posed “economic and technological 
development zones” in the suburbs of 
the 14 cities, he added, are like small 
Shekous, concentrating mainly on in- 
dustrial activities. 

Analysts agree that the success of the 
14-cities open-door policy hinges on 
the degree of autonomy they will enjoy. 
Shekou's success, they say, is partly 
due to the quick access it has to the 
central government to get things done. 
Shekou, the parent company of which 
— China Merchants Steam Navigation 
— is a subsidiary of the Ministry of 
Communications, bypasses the Shen- 
zhen municipal and the Guangdong 
provincial governments in getting offi- 
cial approval for major projects. The 
recently established Sanyo Electronics 
(Shekou) Co., for example, took the Ja- 
panese investors less than nine months 
from initial contact to putting the pro- 
ject into operation, a speed unthink- 
able in màny parts of China. 

As the initial euphoria subsides, of- 


' ficials in the 14 cities now are faced 


with mammoth tasks such as the con- 
struction of airports and port expan- 
sion. The central government already 
has indicated it does not want to spend 
as much on the 14 cities as on the SEZs. 
State Councillor Gu Mu said in June 
that the 14 cities should not count on 
the state for investment. "It is up to 
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ises in ane 14 cities, as кы аз Ре- 
Chongqing and Shenyang. Such 
will bear annual interest at 4% 
re repayable over periods of three 
e years. In addition. each of the 14 
also has been assi gned one or two 
C's sister banks to assist. them in 
cial matters. 
kev to the 14 cities’ develop- 
it 1s argued, depends more on 
s domestic economy than on 
1 investment. Enterprises from 
ere in China which seek foreign 
; and other business oppor- 
are expected to flock to the 
new redistribution of re- 
towards the coast also may 
producing related and profound 
Jes in China's national economy. 
de change is that the 
. Serving as windows to the out- 
world. also will be more-export- 
а, and theoretically more sensi- 
о global market trends. Another 
hood is that inland provinces will 
the central government to extend 
ar preferential treatment to them 






anounced tax and duty conces- 
for the 14 cities resemble those 
'ed by the SEZs. For technol- 
tensive projects or those that ex- 
investment of US$30 million, the 
тах is a flat rate of 15%. For 
у, transport and harbour-con- 
tion projects, the rate is also 15% 
dless of the size of the invest- 
in the SEZs. the 15% rate 
to all ventures. Elsewhere in 
the rate ranges from 20-40%. 
ith the SEZs, imports of ad- 
\ technology and equipment, 
y and other materials re- 
for production in ventures with 
ners or those wholly owned by 
ne 'e exempt from duties and 
ommercial and industrial con- 
ed taxes. For imports for the 
uction of basic infrastructure, 
duty exemption is effective until 

































































































similarity of the concessions in- 
tes that the central government 





ities and the SEZs. At the moment, 
SEZs still enjoy a few exclusive 
eges — but their competitive lead 
е lost after some time, especially 


of skilled workers. 
-are aware that we cannot rely 
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best advantage is still our con 
t location as the neighbo iring 
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orses keen competition among the - 


iv of the open cities such as | 
Zhai and Tianjin have longer-es- ` 
hed industrial bases and a larger : 


he. preferential taxes and duties | 
de in attracting foreign invest- ; 
























LN AL LL — араара аана а на ыыы а ааа AAA a LAER e ANA ттт aaa i BERAE ASDA AR Aea entire mih rı har tie 








t international seminars, one of the 
subjects many Western scholars 
bring up is the remarkable economic 
success of East Asia’s newly indus- 
trialising countries. Their question re- 


volves around the theme of whether | 


the Confucian culture that dominates 
the so-called Gang of Four nations — 
Taiwan, Singapore, Hongkong and 
South Korea — could ever explain 
their fast economic development in re- 
cent decades. Some Western scholars, 
such as the American futurist Herman 


Kahn, used to argue that the centre of 
a new Civilisation might be created 


around the Pacific basin. He thought 
the economic-growth pole would move 
from the Atlantic towards Asia. 
The recent decision by China — the 
fountainhead of Confucian civilisation 
— to cast aside decades of negative ex- 
periments with socialist economic 
management in favour of a more de- 
centralised market economy in a dras- 


tic move to catch up with the West by 


the 21st century, аса ааа fuel to 





Han Seung Sooi isa professor of econo- 


mics at Seoul National University and 


president of the Korean International 


Economic Association. — , 


such academic speculation, Is China's 


case further evidence of Confucian in- 
fluence on economic dévelopment? If 
so, how would one explain its oe 
tion during most of itslong history? 


Indeed, trying to explain ап econo- 


mic phenomenon within the context of 


a culture is dangerous. Few Asian. 


scholars have yet presented a coherent 
case on the theme within the context of 
scientific argument, acceptable to a 
Western frame of reference. 

A review of economie growth rates 


in countries under Confucian influ- 


ence during the past two or three dec- 
ades, however, does seem to suggest a 
link. During 1960-82, the South Ko- 
rean economy grew at an average 6.6% 
a year, that of Taiwan around 9%, 
Singapore 7.4% and Hongkong 7% 


This pace of development Was about - 


twice that of middle-income countries 


in the rest of the, world. The economy of | 
Japan, another:prominent Confucian | 
“nation, also grew at about 6.1% a year 
during: the period, да contrast to an 
shou | average 3.3% by industrial economies 
, wu tö the REVIEW. "In thelong run, | oft 


ot ihe West. | 
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The same > culture did 


and Confucianism . . . 


Korea's exports grew at high annual 
rates of 34.7% and 20.295, r respectively. 
The а for Taiwan were 25.3% and 
7o, those for Hongkong 12.7% and 
4%. Compared to 5.4% and 2.6% for 
ic two periods achieved by other mid- 
dle-income countries, the Gang of 
Four have indeed done well. These re- 
sults owe much to theoutward-looking 
development strategy adopted by the 
East Asian four, but the question is 
whether óther countries which have 
adopted a similar development stra- 
tegy have been as successful. The ans- 
wer is not an unequivocal “yes.” | 
Based on secular teachings of the 
| Chinese к рипочрпе. who lived 25 cen- 





Confucius: economic influence. | 


turies ago, Confucianism is neither a 
religion nor a monolithic body of doc- 
trines with a clearly stated value sys- 
tem. With ren (benevolence) as the cen- 
tral concept, Confucianism dictates a 
harmonious universe based on a 
hierarchical order. However, some ex- 
perts have focused on its two other key 

aspects — respect for learning and 
Obedience to authority — as cultural 
determinants of the East Asian econo- 
mic success. - 

In his book, Why Has Japan eceba 
Morishima, a professor 
at the London: School of Economics, 
argues that Confucianism has pro- 
vided Japan with а loyalty-centred 
culture well suited toits single-minded 
dedication to economie development. 

t Xt fare equaliy 
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there was more  "benevolence- 
centred." This argument, however, ap- 
pears to raise another question, as the 
Gang of Four are dominated by Sini- 
cised Confucianism rather than the 
more liberal version in Japan. In fact, 
in the 1950s, shortly after the Korean 
War, many scholars argued that the 
major cultural cause of East Asia's 
poverty, including South Korea's, was 
Confucian influence. 

Apart from these arguments, a closer 
look into the background of East Asia's 
economic development reveals that its 
Confucian cultural heritage was 
clearly aided by a set of environmental 
factors peculiar to the region during 
the past few decades. One may cite the 
following “preconditions” that ideally 
responded to the region’s environ- 
ments: 

» Siege mentality. Just as it was Max 
Weber's theory of predestination that 
provided the impetus for the rise of 
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capitalism in the West, the perception 
of outside danger has helped to create 
the right atmosphere for fast growth in 
East Asia. In South Korea, a deep 


ideological conflict with North Korea 


still continues, three decades after the 
end of the war. Sandwiched between 
an implacable enemy to the north and à 
resurgent Japan to the south, the sheer 
survival instinct of many South Ko- 
reans has blended well with a centrally 
coordinated economy providing clear- 
cut goals for achievement. 

Taiwan's case might be an even more 
graphic example. Following its expul- 
sion from China, the Kuomintang 
(KMT) leadership made economic 
prosperity on the island a linchpin of 


its claim to legitimacy over the com- 


munist regime. “ D) 
Even Japan's sirigle-minded pursuit 
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Han Seung Soo 


of supremacy echoes the Meiji spirit of 
catching up with the West and break- 
ing out of its “encirclement.” The post- 
war energy of the Japanese has been 
devoted almost exclusively to seeking 
economic supremacy as a way of re- 
moving the stigma of defeat by West- 
ern powers in World War II. Perhaps 
Samuel Johnson's famous dictum that 
the imminence of destruction does 
tend to concentrate the mind, has 
worked wonderfully in East Asia. 

» Social mobility. Following the end 
of World War II, the social fabric in 
East Asian countries was torn by a 
series of dramatic circumstances. The 
collapse of traditional society in South 
Korea in the wake of the North Korean 
invasion, the KMT's retreat from 
China in 1949, the decline of British in- 
fluence in Hongkong and Singapore, 
the collapse of an imperial-militaristic 
system in Japan — these have brought 
to the surface a tremendous, new 
popular energy that is destructive of 
the status quo. Population migration, 
disintegration of ruling classes, atomi- 
sation of economic oligarchies backed 
by the colonial power — these necessi- 
tated a new spirit of enterprise and 
daring. In times of peace and social im- 





€ Perhaps Samuel Johnson's 
famous dictum that the 
imminence of destruction does 
tend to concentrate the mind 
has worked wonderfully in East 
Asia. 9 
Doo OGXAG es ES з 


mobility, the Confucian ethics perhaps 
worked perfectly in maintaining the 
status quo. In times of continuing 
crises and social mobility, however, 
the Confucian value system trans- 
formed its role in favour of economic 
enterprise. 

» Education. The Confucian tradition 
of placing high value on scholarship 
and learning has a particular relevance 
to the success of East Asian economies. 
The post-war power vacuum was 
rapidly filled by a new generation de- 
termined to take advantage of educa- 
tion, which was one of the strongest 
agents of change in a Confucian socie- 
ty. Universal education accelerated 
this process. Poor in resources but rich 
in education, East Asia's abundant 
labour was continuously upgraded 
through improved education. 

» Group loyalty. Nowhere is this 
particular trait more visible than in 
East Asia. Group orientation of work- 
ers towards their companies or govern- 
ments easily replaced their traditional 
loyalty to the crown. One of the most 
pronounced features of Confucian cul- 
ture is to regard the state as an organic 
entity rather than as a collection of in- 
dividuals or institutions. Adherence to 
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milieu. What eet с to the 
ace was its new identification asa 
or determinant. of economic 
























маран sectors. By 1 means Sof solid 
ing and good investment pro- 
mes, the government has intro- 
 risk-sharing schemes accept- | 
to the private sector. Underneath 


"һе Hongkong economy is set to end 
he year on a buoyant note with 
is domestic product likely to grow 
faster pace than the official fore- 
‘of 8%. But growth is expected to 
sharply in 1985, in line with an 
ated slowdown in the United 
es — Hongkong’s largest market 
ch takes some 45% of the terri- 


| US economy is expected to enter 
iod of consolidation, according to 
me economists, or recession accord- 
to others, having expanded rapidly 
e back of inventory building this 
ar. If the US grows at around 4% in 
35, as some have forecast, compared 
th an estimated 8-9% real growth in 
34, demand for imported consumer 
; also will be down sharply. Inten- 
ng protectionist measures in 
gkong’s Western markets will 
e export growth also. Hongkong, 
ore, càn expect a worsening of its 
performance, though that will 
ushioned somewhat by China's in- 
sing intake. 
s exports decline, the trade deficit, 
ch narrowed substantially (to an 
Шу low 2% in the first eight 
s) can be expected to widen, 
ified by a pick-up in imports in 
ming year. Instead of export-led 
h has been the case in the 
two years, private consumption 
accounted for 64% of GDP in 
cted to play a moreimpor- 
economic expansion than 
or s (equivalent. to. 1875 of GDP). 
New investment in plant and 
ichinery is likely to increase. To re- 
in competitive, manufacturers will 




























































ment and there is no better. 
do this than during a slack perio 
ich of the recent investment inr 
acturing industries has beef "€ 










Sector rose by 48. 










e to upgrade and expand their | | Е 







Опе of the inknown factors is whe- 
ther the Gang of Four countries, as 
they continue to industrialise, can re- 





| peat the success of Japan. Since the 
. Meiji Restoration of 1867, the Japanese 


economy has been centrally guided 
through active industrial policies. A 
more liberal economic and trading re- 
gime came only after the Soviet-Ja- 


| panese war in the early 20th century. 


The first oil shock of 1973, however, 
quickly put it back on its original 
course. The aim of Japanese industrial 
policy now appears to be to create an 
environment for dynamic exploitation 


of comparative advantage in the infor- 


marked for machinery replacement. 

A continued recovery in construc- 
tion of small residential units also is 
forecast to help fill the growth vacuum 
left by the anticipated export slow- 
down. Latest government statistics 
show a 66% rise in the first half from a 
year earlier in building permits held in 
the private sector for the 750ft? and 
below range of flats, indicating surg- 
ing demand in this sector. Banking fig- 
ures further point to the popularity of 


home ownership and private-sector. 


participation schemes — loans to this 
o in September (the 
latest available breakdown) compared 
with a year earlier. Meanwhile, loans 
to the construction and property-deve- 
lopment sector increased by 10% in the 
period compared to anan e 
13.2% rise. 

According to government figures, 
manufacturing orders have slowed, 
though orders on hand still represent a 
healthy 4.6 months of work, on aver- 
age. The exception was electrical and 
electronic products which extended 
September orders by 2% over August. 

Interest rates are. expected to be 


lower in 1985 than this year when the 


PRIME RATE DIFFERENTIAL(%) 


11.5-13.5. 
10- ILB” 






Н 
1 


tiie Суу 


Bog WD € ew de Be ٹک م‎ Щр 


bo om be be be oo | 










of 


"The otl and | politica cohesion 

Japan, plus its outstanding 
homogeneity, however, are unique, 
and cannot be explained in terms of 
Confucian heritage alone. Perhaps this 
is why it is so difficult to argue that 
Confucian culture has been the single 
most important contribution to the 
East Asian economic miracle. For all 
that, as China now prepares to join the 
Gang of Four club, the whole question 
needs some serious pondering. China's 
recent economic reforms might pro- 
vide the impetus for deéper explora- 
tion of this subject. ° п 



























prime rate fluctifated from a low of 


8.5% to a high of 17%. There appears 
to be room for the current prime rate of 
11.5% to ease further, in line with the 
interest-rate downtrend in the US, 


. where prime is now around 12%. 
Hongkong dollar overnight rates have 


been in the region of 6-8% in recent 
days, lending support to a reduction in 
domestic interest “rates. Moreover, 
with the real domestic prime (at 19- 
20% in October after accounting for 
seasonally adjusted | consumer price 
index growth on an annualised month- 
on-month basis) more than 11 points 
above the US real prime rate, investors 
and.home buyers may well look for- 
ward to hefty cuts, given the relative 
stability of the Hongkong dollar. 

The stockmarket's Hang Seng Index 
has gained more than 200 points in the 
past three months, aided by the suc- 


: cessful conclusion of the Sino-British 





negotiations on Hongkong and, lately, 
by the better-than-expected response 
to a land auction of one of the terri- 
tory's last prime sites currently avail- 
able for development. The auction 
was the first to be held since the initial- 
ling of the Sino-British agreement and 
was seen as a turning point for the 
property market by some analysts. 
Others, however, considered it to be an 


exceptional case. — ELIZABETH CHENG 
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requires the services of a bank skilled in 
cross-country financing. 


HongkongBank is such a bank. 


In more than a century of financing 
business ventures around the world, we've 
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but anywhere in the 55 countries where we 
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offices. 
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The life of Richard Hughes spanned nearly eight 
decades, most of them spent as one of Asia's leading 
foreign correspondents. And Hughes' world was 
peopled by the memories of those decades. 


It was a world of the hilarious . . . like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


It was a world of the macabre...like the Teikoku 
poisoner who massacred a bank's staff for a haul of 
055800. 


It was a world of the touching . . . like the slave 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. 





I BAREFOOT 
REPORTER 


The best of the Richard Hughes 
columns from 1971 to 1983 
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Soft Cover: 184 pages 
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Westinghouse can see 
what's inside your equipment 
before we even touch it. 
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worldwide in the latest operating and planned maintenance techniques. 
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the issue Chu. ini 
. Lambda's capi : 

to retain as alo fm investment." 
But accordin e latest Chuang's 
report, the holding has been. reduced 
to 45%! | " 

This has naturally not. ЗРЯ 
Chuang's revaluing its Lambda hold- 
ing by HK$36 million (US$4.62 mil- 
lion) to refleet underlying book value. 
Which is just as well, given that 
 Chuang's has suffered a HK$33 mil- 
lion loss by paying more than either 
market or book value for the whole of 
a former 25% owned associate, Verix 
and Co. 








Now Verix' main asset is a chunk of © 


another quoted associate, Chuang's 
Properties. But most of the acquisi- 
tion price appears to represent good- 
will. Whose goodwill? Curiously too, 
despite the Verix purchase, Chuang's 


(Holdings) group's stake in Chuang's 


Properties remained unchanged at 
39.6%. Directors provide no explana- 
tion of the Verix acquisition and why 
it was made at a price which required 
a huge instant write-off. Next ques- 
tion: who benefited from this. re- 
markable acquisition? E 
This transaction was a maj 
tributor to Chuang's overall loss òf 
HK$67.9 million in the year ended 31 
March (shown in its annual report 
which was not published until nearly 
eight months after the financial year 
ended). This was the result of extra- 
ordinary items of HK$86 million 
-partly offset by ordinary earnings of 
HK$18 million. The extraordinary 
losses are despite profits of HK$42 
million on sale of Lambda shares. 
"They include HK$26 million in loss 
provisions relating to guarantees to 
unidentified companies in which 
Chuang's held an equity interest. 
Meanwhile, the rationale behind 
the urge to buy more of Chuang's 
Properties is not very apparent from 
the latter's balance-sheet. It now has 





accumulated losses of HK$127 mil- 


lion on share capital of HK$300,000 


and debts of HK$74 million. | With ' 












T 1-5: and . 


| into a bottomless hole. 


| could be more damaging for certain 


came public a few months ago, banks 


the pockets of Hongkong's Chao | 





‘dig into them to keep their property 


secured loan from a company con- 


M. 













are taking n no chances. 
The shares are lang 
their year's low and ^ 
than 14%. Having failed to float 
another familv subsidiary, 
| Lines, in Hongkong earlier th 
they appear to have had nomore 
trying a similar feat in London 
a £20 million (US$24.1 million) i 
had been planned. 
Frank Chao explained the 1 
drawal by saying that an issu 
London might give the impre 
that Wah Kwong was de: 
Hongkong. Shroff is impressed 
the rhetoric — but perhaps a 
| oo could be the state of the: 













reed to ‘the ’s credi off of the 
debt-restructuring 
scheme, now find themselves staring 








Operating losses in the year to June | 
1984 were HK$76 million and extra- 
ordinary losses on such disposals as 
the group could add another HK$70 
million. As a result, the accumulated 
capital deficiency now stands at 
HK$434 million. Liabilities, mainly 
to banks, total HK$1.18 billion while 
assets. areonly some uu 5 million. 




































seven “middling size, If 
bulk carriers — the sicke 





erer, Tih | Shipping, wich pe E 
Chao bulk carriers on long- 
charter at good rates. Ships à 





pessimistic. х 

It is indicative of just how | 
things are that Grand Marine is | 
afloat at all. The more companies | 
which actually collapse, the more the 
danger of a snowball effect which 























y et 80 “grim did dini look i 
Dublin allowed it to go belly-uj 
© THE problems of the Hon 
and (especially) Macau subsi 
of the United States-based 
group are a reminder to dept 
and supervisory autho 
| everywhere of the dangers whic! 
face banking groups which h. 
home supervision or lender of lai 
sort, either because they only o 
offshore, or because their ulti 
| parentageds uncertain. 
vand precious-metals s 
cialist Deak has never been a Тур 
bank. It has always been dedicat 
the free flow of global capital, and 
merit of gold as a store of value. B ü 
may have been its undoing. 

With a new and outward- look 
banking commissioner installed 
Hongkong, it may be time to consid 
issuing more local banking licence 
The Jardine Matheson and Co. Ber. 
muda  albatross notwithstanding 
leading claimant is merchant ban: 
Jardine Fleming. If anything, . 
dine’s reputation may have be 
hanced by its persecution by 
pore, 


















banks than Latin American debt pro- 
visions. Since the problems of 
Taiwan's Eddie Steamship Co. be- 


have been particularly nervous of a 
chain effect. 
€ GIVEN the circumstances of ship- 
ping, it is an indication of the depth of 


ا 


family that they can at the same time 


flagship — Wah Kwong Properties —- 
from listing too far. According to the 
auditors, only a HK$164 million un- 





| 
i 
trolled by chairman T. Y. Chao has | 
enabled the company to maintain its 
$ 






asset portfolio in the face of poor 
sales and a heavy interest burden. 

Roughly half the assets are com- 
pleted properties waiting to be sold. 
On the assumption that the depressed 
state of the property market was only 
temporary, the company did not 
make provisions against the carrying | 
value of certain properties, thereby 
ing their auditors’ qualifica- 

















ri projects biye 
E few dp 





i И брон 11851. 3 billion) r re- 
| for the proposed Martaban na- 
gas. project (REVIEW, 18 Oct.) 
jd n major development in 

tri vas several i 


Burma hi the past о, whith 
ted greater demand for elec- 
Mining — particularly for tin, 


Hobert Manning in Washington 
= Japanese Prime Minister Yasuhiro 
Nakasone and United States Presi- 


inuary meeting in California, trade 
ions — and the US trade deficit 
"Tokyo — continue to mount. And 
yji ions thre aten to overwhelm the 





го leaders. ag Ses 
immit. will occur. | 





before the new session of the US 
‘ess begins, with steel and car im- 
iotas the most visible of many 


г and lead — has increased power - 


Ronald Reagan prepare for their 2 


vaunted close asi ties oi 


trade figures come in ала a' 





offtake, as has the increased number 
cement and fertiliser 
plants: Factory processing of sugar 
and jute also has added to industrial 
power consumption: | 


of textiles, 


Burma appears to have ended its 


short-term policy of increasing power 


generation with -natural-gas-fuelled 
power stations, while shifting to deve- 
lopment of hydropower. But though 
hydroelectric power projects аге 
economical in the long run, the initial 
construction investment is high. 
Several hydroelectric projects, in- 


cluding the 25-MW Sedawgyi scheme, 


are being built already. The largest is 
believed to be the 61- MW Kinda multi- 
purpose dam project, co-financed by 
the World Bank and West Germany, 


| where construction by Hyundai of 


South Korea began in late 1981. A test 
run is expected in mid-1985, with the 
power station planned for full commis- 
sioning late in the year. It is being con- 


| nected by an 80-km, 132 kV transmis- 
.sion line to Thazi, which is to bea key 


€ us once again appears to be losing patience with 
apan 's glacial pace in opening up its markets 


monster, that they can't get away with 
a US$30-50 billion deficit forever, and 
that if something isn’t done, the other 
shoe will drop sooner or later.” 

The 1984 US trade deficit with 
Japan is expected to top US$31 billion 
(with the total US trade deficit in the 






US$130 billion range), and the REVIEW. 
a 5  hàslearned that US Trade Representa 
| tive William Brock is projecting the 


1985 deficit at US$45 billion. 


The recent round of talks was fo- 


cused on the telecommunications and 
Nippon Telegraph and Telephone Pub- 
lic.Corp. (NTT) legislation expected to 
pass the Diet during December, though 






=i US officials questioned their Japanese 


counterparts on a host of other out- 
standing issues. US officials fear that 
the new telecommunications legisla- 
tion will be little different from the old 
rul s which would not accept foreign 
| and certification data. 


able echiparative advantage. ‘Tokyo 


other worry of US officials is that. 
| the Japanese commitment to develop- | Japane: 
ing its own satellites could curb US ac- | terest 
cess іп a sector where the US has a siz- | final 


JE 
rently a victim of the 
sums for the propo: D 
ject. The Paung Тайне scheme 9 was s the 
subject of a feasibility study funded by 
a grant from Norway several years ago; 
and it would substantially expand 
Burma's power-generation capacity if 
given the go-ahead. With the Marta- 
ban project still under evaluation, the 





 Paung Laung scheme Seems unlikely to 


be given approval. © 

Small-scale hydropower sheme: 
are being viewed аз а way to bring 
electricity to remote villages, particu- 
larly in mountainous regions in the 
north and west. One programme being 
implemented involves the establish- 
ment of seven small hydroelectric 
schemes in Chin state in northwest 
Burma bordering India. 


AC state-owned Voest-Alpine 
is supplying Francis turbines for 
the seven hydro-stations, which range 
from 200 kW to 1 MW in size. So far, 
two 400 kW hydroelectric stations 
have been commissioned in Tiddim 
and Haka this year. ^. 

The state-owned - Жесс Power 
Corp. (EPC) is the major source of elec- 
tric power in Burma, accounting for 
635 MW of the nes s total 818 MW 


has refused to tell-the US whether its 
own government agencies or the pri- 
vate sector will be allowed to buy 
satellites, | 
. Beyond the telecommunications sec- 
tor, there are several other areas — 
such as weather forecasting — where 
US satellite-makers see a substantial 
potential market. | 
A US telecommunications delega- 
tion followed the main trade group, 
held five days of talks with Japan 
n November. The announcement 
of two deals during the meetings — a 
US$12 million purchase. of digital 
switching equipment ру NTT and 
word from Mitsubishi Electric Co: of a 
joint venture with Ford Aerospace and 
Communications Corp. of the US to 
manufacture satellites — was seen as 
an effort to lessen: US pressure. 






owever, in consultations with the 
US telecommunications industry, 
Japan said it does not want to be bound 
100% by the International. Telecom- 
muncations Satellite Organisation an- 
telsat) agreement on satellites. © 
Another source of US frustration is 
the issue of “transparency.” While the 
openness of the US system allows 


Japan to lobby the US Congress and 
the admi istration on dudes policy, the 












































































of installed power-generating capa- | 
city. Other state organisations, : 
mines, account,for the remainder. Ac- 


cording to gov ti Statistics, the 

EPC generated.i1.73.billion kWh of 

electricity last.year: to mi 
Hydroelectric. power, was.the main 


Tied Ta 


used most of the balance. Electricity 
losses of 28% during transmission and 
distribution are still high, though the 
government is optimistic the situation 
can be improved by gradually upgrad- 
ing transmission and distribution. 

One key element of the upgrading is 
a major extension to the EPC's na- 
tional grid system, funded largely by a 
Dm 80 million (US$25.7 million) soft 
loan from West Germany. Now await- 
ing signing by the two governments, 
the national grid-expansion project 
involves building about 600 km of 230 
kV transmission lines to connect six 
power stations to the grid. 

Using Thazi as the main junction, 
the lines will fan out to Mandalay in 
the north, Pyinmana in the southwest, 

















230 kV transmission line has linked the 


168-MW La j 
through LENA ice 
constructed, and completes the pro- 
posed national grid pattern: г; \ 
Many of the power. stations, being 
linked to the expanded nátional grid 
have gas-fired units, most of which 
were imported from John Brown of 
Britain over the past 13 years. That 
firm has supplied 12 20-MW units so 
far, accounting for a major share of 
Burma's 300-MW installed gas-fired 


power station capacity. 
E owever, long-term economies offer- 
ed by hydroelectric power seem al- 
most certain to influence the Burmese 
Government's future power invest- 
ment policy. “The Burmese are favour- 
ing hydroelectric power. The future 
here is with hydropower,” commented 
one observer, “ Most of the gas turbines 
required seem to have been supplied 
already for the time being.” 

Several large-scale power develop- 
ment and expansion projects are under 
review — two of which involve the 
Asian Development Bank (ADB). A 
US$59 million scheme to set up small 
hydroelectric stations in various re- 
mote regions is being reviewed with 
the Norwegian Government expected 
to co-finance the projeet with the 
ADB. Also under consideration is a 





US officials have been 
pressing Japan to allow 
foreign participation in 
the Ministry of Interna- 
tional Trade and Indus- 
try's (Miti) Policy Struc- 
ture Advisory Council 
and similar bodies in 
other ministries. While 
Tokyo has liberalised its 
procedures to allow for- 
eigners to sit as observers 
at hearings of such bodies 
— at their discretion — 
the US wants foreign participation in- 
stitutionalised. 

A senior US official told the REVIEW 
that Nakasone has ordered Miti to de- 
vise new market-opening measures for 
manufactured goods, an area where 
US exports have grown by only 3% 
since 1980. But Clyde Prestowitz, the 
US Commerce Department's counsel- 
lor for Japanese affairs and a member 
of the recent US trade group to Tokyo, 
said: "We don't need another trade 
package. 

"We have to get beyond the 'package 
syndrome' where the Japanese an- 
nounce a package of measures, the US 
expresses its appreciation, and six 
months later we find little real pro- 
gress." A recent US assessment of Ja- 
panese  market-opening measures 
since 1981 (REVIEW, 22 Nov.) con- 
cluded that five market-opening pack- 
ages adopted by Tokyo since 1981 have 
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had little impact on US 
access in priority sectors. 

Even in regard to the 
opening of Japan's finan- 
cial markets, senior US 
officials have recently ex- 
pressed disappointment 
with the implementation 
of the  liberalisation 
moves. Treasury Under- 
Secretary Beryl Sprinkel 
has urged Japan to open 
its financial and capital 
markets further, oppos- 
ing Japan's policy of allowing only 
eight foreign banks to establish their 
subsidiaries in Japan to start trust 
banking. 

However, US officials are vague 
when asked what the US can do to 
pressure Japan. With a US$60 billion- 
plus bilateral trade relationship, a 
trade war is not feasible. When pushed, 
US officials say they have "some lever- 
age" on satellites, and that "if'things 
get nasty,” there are things Japan 
wants from the US space programme 
that could be used as a lever. But the 
real pressure will come from congress. 

US officials say that another try at 
passing domestic-content car legisla- 
tion could be on the cards. The legisla- 
lion, opposed by Reagan, passed the 
House of Representatives in its last 
session, and may be reintroduced. 
Broader quotas on Japanese goods is 
another last-ditch move congress 
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TONTE ba ee 
plan to expand Rangoon's power-dis- 
tribution system and upgrade existing — 


Of all Du and lines. & cé 
— Of all Burma's ene С elec- 
tricity isone of ЗОР | 


— probably due to the government's d 





success in keeping up with demand Bo 


far. The bigger test may be about to | 
come. While ethnic minorities and res A 


mote villages in bórder states benefit 
through new or improved pow 
supplies from small hydroel 
schemes, the main challenge wi 
made by the industrial sector | 
Dependent mainly on agricultural 
exports for foreign exchange, Burma 
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will face a number of tough short- and? 


medium-term investment choices if 
the Martaban natural-gas project goes 
ahead. Interestingly, while a go-ahead 
for the Paung Laung hydroelectric 
project has been deferred, government 
plans for the huge Martaban gas pro- 
ject call for the setting up of two gas= 
fired power stations as well as gas exe 
port-processing industries. 

Whether the gas-fired power stas 
tions will be set up to serve the pros 
posed urea and methanol complex orto 
link into the national grid has not been 
made clear. But, the plans seem to indi- 
cate that the government is willing to 
use gas resources as an electrici 
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Lty-gen- и 


eration expansion standby in future, 9 


should other industrial projects He 
ceive higher priority than large-scale 
hydroelectric power schemes. | 


might consider, while the newly 


н, 


E 


elected chairman of the Senate Trade 3 


Committee, Sen. John Danforth, has 
dropped hints that congress may look 
at imposing a special surcharge on US 
imports if the trade deficit continues to 
soar. 

A key question that will unfold in 
coming weeks as an inter-agency 
group prepares for the Reagan- 
Nakasone meeting is how united the 
administration is in getting tougher 
with Japan. 

In the past, while the Commerce Dez 
partment and other economic agencies 
have been the “hardliners,” those 
agencies concerned with the larger as- 
pects of the US-Japan relationship 
such as the State Department, Na 
tional Security Council, the Treasury 
Department and the Pentagon, have 
generally prevailed. But senior US of 


ficials in various agencies said the- 
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Treasury is taking a harder line oma 


many issues, and could tip the balance; 

At the top political levels. 
Nakasone’s commitment to enhance 
the US-Japan strategic relationship, 
and Reagan's strong Pacific orienta- 
tion and close personal ties 19 
Nakasone may temper US policy to- 
wards Japan despite the efforts of ad- 
ministration hardliners. But as а 


: d 
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| 
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senior US official said: “There isa 


broader feeling of frustration than 7 


there has been before, and we'll get 
tougher.” п 
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i the” country’s largest state 
3 Negara Indonesia 1946 
Bank Export-Import In- 
im) estab shed agency of- 
York. Two other state 
ng Negara (BDN) 
ауа -— are thinking 
‘BNI and Exim's 
There is speculation that 
is interested in setting up agency 
es in Los Angeles and Chicago. 
mong the private bahks, Bank Cen- 
sia (BCA), the largest (in assets) 
the private national banks and part 
powerful Liem Sioe Liong group 
VIEW, 7 Apr. '83) Pan Indonesia 
nin) Bank (REVIEW, 26 Nov. '82), 
а in size to BCA and the only 
x listed on the Jakarta stockmar- 
and Bank Niaga, fourth in size, 
e sizing up the US market. The 
' understands that Bank Niaga 
has received Bank Indonesia's 
sing to set up an agency in Los 
es. 
JS agency office, it is árgued, 
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would allow these banks to manage 
‘more actively their excess funds — 
А particularly the highly liquid state 
banks — and grab part of the trade- 
related banking pus ess between the 


two countries. 


-US banks, which are handling: In-: 
donesian banks’ needs in the US, are: 
now closely following these develop- 


ments. No sharp drop in correspon- 
dent-banking activities from 


stitutions expect the Indonesian 
banks’ US agencies to handle part of 
their US banking requirements them- 
selves. Two major areas to be affected 
will be the sizable state-bank balances 
deposited with US banks, and trade- 
oriented transactions. US- Indonesia 
trade totalled US$6.8 billion in 1983, 


‘accounting for about 18% of In- 


donesia's total foreign trade. 

But Indonesian banks, conscious of 
their limited size and experience in the 
sophisticated and competitive interna- 
tional financial markets, are cautious 
about entering the extremely competi- 
tive US market. One local banker con- 
templating such a move expects to 
suffer losses for at least the first two 
years. 

The stress appears to be more on 
non-commercial objectives. "We see 
these moves largely as an attempt to 
boost our corporate image and, more 
importantly, learn about how US 
banks operate," this banker said. 
Local bankers are also expected to use 
their US agencies to help promote 
trade and investment in Indonesia. 


Bank Dagang Negara, Rps 4.2 tril- 
lion; Bank Bumi Daya, Rps 3.9 tril- 
lion; Bank Export-Import Indonesia, 
Rps 2.3 trillion. 

At the opposite end, the newest 
entry into the international banking 
scene is Bank Duta Ekonomi (BDE), 
which a few months ago acquired a 
Hongkong deposit-taking company, 
now called Duta International Fi- 
nance Co. BDE is something of an 
anomaly among the private banks. 


members of the giant civil servants’ 
organisation Korpri. Unlike other 
| private banks, it is also extremely li- 


- | quid, thanks to its close ties with 


Bulog, the state logistics agency 
which maintains large cash balances 
with the bank. 

-BDE’s ownership structure ex- 


| plains this link BDE’s owners, | 


Jn- 
donesia is expected, but the US in- 


Although private, its employees are: 


ї group, 


actively pre omote and facilitate non-oi 


persistently vated he that, by ‹ 
their own offices abroad: ie Fou 


exports. PUT. E 
But Bank: pins навое its. jesse. 


restrictive posture after the June 1983. 
bank reformsiis stili rot willing to go. 


all the way. As Nyoman-Moena, head 
of the Private Bankers Association, re- 
marked: “Bank Indonesia is no longer 
giving us a red light. ‘However, itis not 
green yet, but still yellow" 

Concern that liberalisation of over- 


seas expansion could: lead to capital 


flight (without ‘proper monitoring) is 
no doubt on Bank Indonesia's mind: 
But there is also the iprocity issue, 
bankers say. If an Indonesian bank in- 
tends to open а branch in a country 
where banks have no branch presence 
in Jakarta, then Bank Indonesia might 

















have to alter its closed-door policy — 


something it is still reluctant to do. 
This is one reason Indonesian banks’ 
activities abroad so far have been con- 
fined to agency бапа аи of- 
fices. | 


t also explains the Indonesian banks’ 

emphasis on opening US operations. 
If the banks gained entry to the 
nearby Singapore market, it would 
place the central bank in the position. 
of having to offer reciprocal treatment. 
to Singaporean banks, which currently: 
have no branches in Jakarta. In the 
case of Hongkong, setting up a branch 
office is difficult, given the high par- 
ent-bank asset requirements. Besides, 
most shareholders of Indonesian pri- 
vate banks have already bought into fi- 
nance companies and DTCs in Ѕіпва- 
pore and Hongkong. In the US, how- 
ever — aside from there being no need 





P. Р. ‚ Berdikari, Бирез Sénat Foun- 
dation and Dharmais Foundation all 
have close ties with the military. Bus- - 
tanil Arifin, who heads the Berdikari H 
is also president-commis- - 
sioner of BDE and chief of the power: 9 
ful Bulog. E 
Aside from BDE, the Berdikari > 
group includes Ujung Lima (freight | 
forwarding); Asuransi Timur Jauh . 


. (insurance); Berdikari United Live- id 


stock; Wotraco. йаш). 
kari Sari Utama (flour millin 
Kapas Indah indonesia (cot ton 
ation). — Ta us 
BDE, with assets of Rps 269 billion art 

as of end-1983, is third largest among ^ 
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| the private banks: BCA, with Rps 394 — 


billion, is first; Panin, with Rps 295 : 
billion, is ‘second, while Niaga is : 
юни with Rps 189 billion. E 
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A BNI branch is in a difficult position because of Jakarta's 
reluctance to change the rules on foreign-bank entry 


W ith Indonesian banks thinking 
about branching out abroad, 
Bank Indonesia. (the central bank) 
could come under greater pressure to 
allow the opening of more foreign- 
bank branches in Jakarta. 

But Jakarta might want to make an 
exception for at least one major Singa- 
pore bank which obtained virtually all 
necessary approvals to open a Jakarta 
branch before a major political inci- 
dent prevented it from going further, 
back in 1968. Singapore’s banking pre- 
sence in Indonesia is still limited to the 
representative-office level. 

Jakarta's reluctance to change its 
position has apparently put 
the Singapore branch of the 
state-owned Bank Negara In- 
donesia 1946 (BNI) in an un- 
comfortable position, as the 
REVIEW understands that BNI 
has been doing business in 
Singapore since the early 
1970s without a formal licence. 


to allow more foreign banks to 
operate in Jakarta as there are 
now four US banks with 
Jakarta branches — the re- 
quirements for setting up a 
bank agency are relatively 
easy, local bankers say. 

Past domestic restrictions 
on banks venturing abroad 
did not prevent individual 
bank shareholders from en- 
tering the US banking scene. 
Two years ago, the Liem 
group — through its Hong- 
kong-based First Pacific 
Holdings — bought into a San 
Francisco-based bank, Hi- 
bernia, 12th biggest in Cali- 
fornia in terms of assets. This year, 
Mochtar Riady, part owner and chief 
of Liem's BCA, together with Jack 
Stephens of Stephens Inc., one of the 
top 10 investment banks in the US, 
purchased a 22% stake in First Ar- 
kansas Bankstock Corp. (Fabco). 
Fabco, located in Little Rock, Ar- 
kansas, had assets of US$1.7 billion on 
30 June 1984 and mid-year earnings of 
about US$4.3 million. The Stephens/ 
Mochtar group has contractual rights 
within the next two years to acquire 
additional shares, up to more than 50% 
of Fabco's common stock. 

This was not Mochtar's first US 
banking venture. In 1976, he attempt- 
ed to acquire a stake in Bank of At- 
lanta. It was then that Mochtar first 
met Stephens, who at the time was rep- 
resenting the seller's interest. Since 
then, Mochtar has set up several joint 
ventures with Stephens Inc. These in- 
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The problem began when Singapore, 
despite personal pleas from Indone- 
sian President Suharto, proceeded 
with the execution of two Indonesian 
marines in 1968. The marines were 
captured during Confrontation after 
they had set off street bombs, which 
killed and maimed several Singapo- 
reans. Jakarta was furious about the 
executions, and since then nothing, ap- 
parently, has been heard about the 
Singapore bank's licence. 

This had no immediate impact on 
BNI's Singapore branch operations, 
which reopened in 1966 after having 
been closed in 1963. But in 1970 the 





clude Stephens Finance, a Hongkong- 
based DTC; Seng Heng Bank in Macau 
and Stephens Utama International 
Leasing Corp., a Jakarta-based leasing 
company. 

In November, Liem, Mochtar and the 
Stephens group teamed up to buy a 
99.7% interest in the fully licensed 
Hongkong Chinese Bank for HK$337.1 
million (US$43.22 million), again 
avoiding pressure for additional rep- 
resentation in Jakarta for Hongkong 
banks (REVIEW, 15 Nov.). (The Hong- 
kong and Shanghai Banking Corp. al- 
ready operates there.) 

This method, whereby bank share- 
holders (rather than the bank itself) 
buy into institutions abroad, was also 
the way most Indonesian private banks 
established affiliated finance com- 
panies in Singapore and Hongkong. It 
is also more convenient to have these 
separate and independent operations, 
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problems began; That year, inlinew 
the ca “requirement for 
based banks under Singapore's bank- 
ing laws, the monetary authorities TN 
Singapore asked BNI to increase ж | 
capital. For this purpose, the Indone= 
sian Finance Ministry injected Rps 3” 
billion (US$7.94 million at then Y 
rent rates) of working funds into ВА I 
for later conversion into capital. E 
with BNI requiring parliament's арх! i 
proval for capital restructuring — а 
blessing which has still 
materialised — the conversion has yet 
to take place. And since that time, 
BNI's legal status in Singapore has 
never been clear. Despite the absence 
of a formal banking licence, B . 
Singapore branch has continued to” 
operate normally. 
But even if Singapore's capital res 
quirements аге met, the REVIEW under- 
stands that Singapore's issuance of a 
banking licence to BNI will still be” 
subject to a reciprocal gesture by” 
Jakarta for a Singapore bank. Thesud= _ 
den closure of BNI's Singapore branch 
is highly unlikely, as Singapore would _ 
be reluctant to provoke its southern” 
neighbour. But this does not ease BNI'S 
rather uncomfortable position if 
Singapore. - IR 





















bankers argue, as it does not requi 
these entities to consolidate 
books — an assurance to depositors 
and borrowers in those cities who want? 
to avoid Jakarta's scrutiny. ' 
So far, the principals of Icone: 
banks have preferred Hongkong 
Singapore, largely for tax reasons am ў- 
for Hongkong's more laissez-faire en- | 
vironment. In the past, the Indonesian 7 
banks’ Hongkong affiliates were often _ 
used for lending to their Indonesian © 
clients when the local banks had Е 
reached their credit ceilings. Now) OS 
credit ceilings have been lifted, reduc- 
ing the need for this type of transac- 7 
tion. But the DTCs continue to be ate 
tractive havens for Indonesian de< 
positors and processors of їгайе-ге- 7 
lated transactions. | 
Most of the major Indonesian private 
banks currently have affiliated Hong- 1 
kong DTCs (carrying the same owners 
ship structure). BCA has Central Asia 
Capital Corp.; Panin has Panin Тег 
national Finance Corp.; Niaga, thé” 
Niaga Finance Co. More recently, 
Bank Duta Ekonomi, the third- -largest - 
private bank in assets, acquired a 9 
Hongkong DTC and renamed it Duta i 
International Finance Co. | 
So far, it appears the Indonesian 3 
banks’ affiliated Hongkong DTCs have 
had little effect in boosting non-oil ex- 
ports. It is too soon to tell if the banks’ © 
agencies in the US will be more suc- 3 
cessful in this regard. Normally, it is 7 
the banks that follow the trade — 
Jakarta, however, is trying to do the 7 
opposite — hoping trade will follow — 
the banks. pB 
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Zhao in Australia: early approach. 


Pressure pays off... 


The BoC jumps the queue to get one of the few 
full foreign-bank licences offered by Canberra 


By Hamish McDonald in Sydney 


E s officials expect the Bank 
of China (BoC) will be able to ope- 
rate in Australia from early 1985, fol- 
lowing talks with the bank's president, 
Jin Deqin. The BoC thus steals a march 
on 42 other foreign banks lined up for 
the handful of places promised by 
Treasurer Paul Keating. 

Jin told the China Daily in Peking 
that the bank will open a branch office 
in Sydney. It will operate under a full 
licence, but will concentrate on bilat- 
eral trade and investment oppor- 
tunities 

The bank chief spent about two 
weeks in Australia in November talk- 
ing with Keating, officials of the 
Treasury and the Reserve Bank, and 
private bank and business leaders. 
Keating's office said BoC would get its 
licence, probably early in 1985. 

China put heavy pressure on the 
Australian Government in February. 
The licence question was raised by 
Prime Minister Zhao Ziyang during a 
visit to Peking by Australian Prime 
Minister Bob Hawke, who has made 
development of economic links with 
China a key part of his trade diversifi- 
cation policy. 

The BoC's historical links with Aus- 
tralia provided a convenient way of ac- 
ceding to the Chinese wish without 
raising a storm of protest from other 
banks contending for Australian li- 
cences, particularly the Japanese and 
Southeast Asian banks. 

A BoC office opened in Sydney in 
1942 (a year after war closed down the 
branch of the Yokohama Specie Bank, 
predecessor of the present Bank of 
Tokyo) and operated through 1949 

under that name. The Sydney branch 
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then decided to keep ties with the 
Kuomintang authorities on Taiwan 
and it became an offshoot of the 
Taiwan-based International Commer- 
cial Bank of China. The branch closed 
when Australia recognised the Peking 
government in 1972. 

Although the BoC will get a full li- 
cence, Australian officials expect that 
initially the Sydney branch will con- 
centrate on bilateral trade and serving 
the local Chinese community. Austra- 
lian exports to China in 1983-84 (to 
June) were A$608.4 million (US$517 
million) with wheat, raw sugar, wool, 
iron ore, and iron and steel the main 
components. Imports totalled A$311.6 
million, with textiles, garments and 
footwear the main categories. 

Chinese state corporations are 
showing some interest in resource in- 
vestments in Australia. The China 
Metallurgical Import and Export 
Corp. is studying a possible joint-ven- 
ture iron-ore mine with Hamersley 
Iron in the Pilbara region (REVIEW, 20 
Sept.). Another corporation, China 
Rainbow Development, is a partner in 
a Western Australian gold venture 
(REVIEW, 25 Oct.). 


» Nancy Langston writes from Peking: 
The nearly 60 foreign banks with a pre- 
sence in China are restricted to main- 
taining representative offices, rather 
than full branches. However, the BoC 
has full branches in six overseas cities 
(including Hongkong and New York), 
and 18 sub-branches. The Sydney ope- 
ration will be its seventh full branch, 
while banking sources in Peking say 
the BoC is considering opening a 
branch in Houston, Texas. 
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A probe into Carrian lending 
reveals more, to the discomfort 
of the Malaysian Government 


By Lincoln Kaye in Singapore 


He on the heels of its bombshell 
second report on the M$2.4 billion 
(US$995.9 million) Bumiputra Malay- 
sia Finance (BMF)-Carrian loans 
scandal (REVIEW, 29 Nov.), the break- 
away in-house committee of inquiry 
headed by Auditor-General Tan Sri 
Ahmad Noordin Zakaria has produced 
a third instalment. 

The committee, hand picked by At- 
torney-General Tan Sri Abu Talib 
Othman, reports confidentially to 
BMF's parent institution, the govern- 
ment-owned Bank Bumiputra Malay- 
sia Bhd (BBMB). Yet despite its official 
auspices and its lack of subpoena pow- 
ers or libel immunity, the Noordin 
panel has surprised the government 
and its critics alike with its uncom- 
promising and vigorous pursuit of its 
mandate. 

The latest Ahmad Noordin revela- 
tions reportedly focus on an impro- 
perly authorised and documented 
US$7.5 million advance by BMF to 
fallen Hongkong financier George Tan 
in July 1983, about the time that BBMB 
assistant general manager Jalil 
Ibrahim was murdered in Hongkong 
while looking into the already-un- 
ravelling web of BMF's finances. 

The report allegedly details an intri- 
cate series of fund transfers designed 
to get around the obstacle of Jalil and 
disburse the loan to Carrian-related 
interests. The coincidence of Jalil's 
death adds emotional impact to the 
Ahmad Noordin committee's investi- 
gation and brings it closer to Kuala 
Lumpur, where observers wonder if it 
might ensnare figures in the topmost 
level of BBMB and, by association, the 
government itself. 





20 DECEMBER 1984 e FAR EASTERN ECONOMIC REVIEW 


i 


biis 


in, as well as. BB 
halt Na 
kong autho 


e ay las 
3 " м "» 
powers а 








OVA PUR r« , 
Е . "4 S v 
Е Уз ы ` J et 
n ١ ->A ИГУ: 





et i ^ 
зе a TE 
ptable ‘binding upon 
ење etie oil company was § 












ictec 





- " 
own 





` Oa > 
bes. - ~. 
Е + ` 
PL IE a > 
Еч { 
й y X н 
Г 














t and 
their own м. е Ye Carian men iation when it d. rr ШАЙИН. law for the expre 
debt pyramid, 8 Pd receive bey: | h of equity. eum develop ч 


detailed ассо chit of » кар Noor- 
din committer SAd And daily 
press leaks — the latest claiming that 
the second and third reports had called: 


for a freeze on the assets of some key. | 


BBMB executives — keep the commit- 
tee very much in the public eye. 
None of this seems to be what Talib 
had in mind when he created a special 
police panel. iton investigate what 
amounts to a.crime report filed by 
BBMB two weeks after the Ahmad 
Noordin panel had released its 165- 
page second document. The criminal 
investigation was to focus on the same 
US$40 million.loan as the second 
Ahmad Noordin report, but was effec- 
tively to re-start the information 
gathering process at square one, since 
(as Talib explained), “my decision to 
prosecute will depend solely on the re- 
sults of the [police] investigations and 
not on the findings of the committee of 
inquiry." While stressing that the 
police probe would be expedited as 
much as possible and "there will be no 
cover-up," Talib guessed the process 
could take as long as a year or two. 
Committee sources, reportedly "de- 
moralised" by this dismissal of their 
work, let it be known that they viewed 
the two loans already detailed as just 
"the tip of the iceberg." There was al- 
legedly material in hand for another 
dozen reports. Talib's response: “We 
must appreciate each others’ . . . areas 
of jurisdiction. The committee must 
realise its reports cannot be used in 
court." Or, as summarised by the head- 
line writer at the pro-government New 
Straits Times: "Stick to your job." 
Ironically, the same message was 
hurled back at BBMB's new majority 
owners, the state oil company Petronas 
(REVIEW, 27 Sept.), in a suit filed in 
Kuala Lumpur's High Court on 8 De- 
cember by attorney K. C. Cheah, legal 
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mU» .| cation from the act." If such a pre "ce 
The Petronas rescue package BBMB | dent were to be established, adde 
reportedly offered at the behest of | DAP secretary-general Lim Kit Siat 






Prime Minister Datuk Seri Mahathir 
imad , who acted under a section 
‘Petroleum Development Act 
him control of Petronas and 
ubjects it to his direction “as he sees 
fit" But Cheah seeks to establish that 


“it will enable the government to ave 
public and parliamentary account 
bility when there is a major failure! 
collapse of a government agency el 
trusted with public funds by gett 
Petronas to buy it over.” 
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SAMSUNG SEMICONDUCTOR 
AND TELECOMMUNICATIONS CO., LTD. 


US$100,000,000 


Medium Term Facility 


Guaranteed by 
SAMSUNG CO., LTD. 
AND 


SAMSUNG ELECTRONICS CO., LTD. 


Chase Manhattan Capital Markets Group 
Citicorp Capital Markets Group 
KEB (Asia) Finance Limited 
Hanover Asia Limited 
Mitsubishi Finance (Hong Kong) Limited 
Scandinavian Far East Limited 
Finance 


Subsidiary of Société Générale de Banque $ А | 


Co-managed by 


Australian European Finance Corporation N.V. 
„295 Australie Limited Hong Kong 
the Commonwealth Bank 


Bank of Auta 

Provided by | И 

Standard Chartered Asia Limited 

The Bank of Nova Scotia Trust Company 

(United Kingdom) Limited 

Citibank, N.A. l 

Manufacturers Hanover Trust Company \ 

The Mitsubishi Bank. Limited h 


International Westminster Bank PLC 
The Bank of Nova Scotia Asia Limited 
Bankers Trust Company 

The Chase Manhattan Bank, N.A. 
KEB (Asia) Finance Limited 
Mitsubishi Bank (Europe) S.A. 


Scandinavian Bank Limited Scandinavian Far East Limited ү 
Bergen Bank Asia Limited Belgian Finance Co. Ltd. tf 
{a subsidiary of Société Gérntrate te Mange 5 А н 


СТВ Australia Limited, Hong Kong 
МИ owned sedentary of the Cosme Mare of Aun wna 
Agents 


International Westminster Bank PLC 
Standard Chartered Asia Limited 
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Speculation goes awry on the Bombay stockmarket, 
prompting calls for control of insider trading 


By Meenakshi Behara in Bombay 


hen speculators who had pushed 

up the share price of Associated 
Cement Companies (ACC) by 33% over 
two months — partly on bonus-issue 
rumours — were disappointed, they 
began a selling stampede which 
brought down most of the Bombay 
Stock Exchange's speculative issues. 
The sell-off wiped out weeks of gains 
in two sessions, and seemingly brought 
the market to the verge of collapse. 

The ACC affair was not the first inci- 
dent of its kind for the market, nor was 
it expected to be the last. But it does 
serve to point up the apparent failure 
to control insider trading on Indian 
stockmarkets — a practice not cur- 
rently punishable by law. 

ACC, the country's largest producer 
of cement (capacity 8 million tonnes), 
ended its financial year in July reason- 
ably well. The company announced on 
1 August that turnover had touched 
the Rs 6 billion (US$500 million) mark 
and plans to increase capacity to 11 
million tonnes were oted. On an 
equity base of Rs 332 million, ACC had 
free reserves of Rs 855 million as of 
July 1983. 

Because of the government's liberal 
attitude on cement pricing, the general 
market expectation was that profits 
for the year ended July 1984 would 
bloat reserves substantially. ACC scrip 
was quoted at around Rs 350 in Au- 
gust, up from Rs 310 in early June. 
However, that seemed a fair indication 
of the net worth per share, and the 
market took little notice. 

But around that time, the market 
realised that a speculator, Gopal 
Krishnan Rathi, had entered the game. 
Rathi, who apparently started buying 
into ACC early in June, stepped up his 
Eee Rumours of an impending 

nus issue gained currency largely 
because — after the one-for-six bonus 
declared in 1980 — the company was 
again eligible to declare a bonus in 
1983. 

That did not occur, but the company 
chairman apparently had spoken of 
bright prospects to the shareholders in 
December 1983, and promised that a 
bonus issue would be considered when 
the situation warranted. The market 
assumed Rathi knew what he was up 
to, and even ascribed his confidence to 
insider information. Between the end 
of August and the end of September, 
ACC shares rose 20%. 

In keeping with stock-exchange list- 
ing requirements, ACC's board in- 
formed the Bombay Stock Exchange 
on 26 September that they would meet 
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on 22 October to consider a bonus 
issue. The market took for granted that 
a bonus was on the way — the ratio 
seeming to be the only factor of uncer- 
tainty. The price spiral continued un- 
abated and by early October a new 
high of Rs 467 had been reached. 

The bonus ratio was initially 
rumoured to be 3:5, and then 1:4 — at 
which point Rathi began selling heav- 
ily on the kerb market. Rumours then 
began to circulate that the bonus had 
been cancelled altogether. That turned 
out to be true: the company said on 22 
October that financial institutions, 
holding approximately 38% of the 
firm's stock, had suggested that the 
bonus issue be put off forthe present — 





The Bombay exchange: calls for control. 


and the board was complying. That 
was when the selling avalanche began. 
The exchange wrote to the company 
asking for an explanation, and two 
stockbrokers went to the High Court 
seeking a delisting of ACC shares. 


hat appears to have happened is 

that ACC had borrowed Rs 660 
million from the institutions to finance 
capacity-expansion projects and the in- 
stitutions had insisted on a partial con- 
vertibility of the loan. Rs 132 million 
was to be converted into equity at par 
in June 1986. Along with that, the in- 
stitutions specifically had noted that 
any bonus issue was to be made only 
with their consent. 

The company believed it had this. It 
contended that since the draft letter 
had been approved by the board — 
which includes nominees of the in- 
stitutions — their approval had been 


takon | 


-| panies in ер atic 
obtain written approval before going 
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normally 


to the stock exchange. 

The company had fared well in the 
year ended July 1984. But profits after 
depreciation and interest had come 
down sharply to Rs 212 million from 
Rs 322 million in the previous financial 
year. Much of this decline was ac- 
counted for by a near doubling of the 
interest burden. Free reserves had 
gone up to Rs 930 million in the most 
recent year and based on government 
guidelines, the company could have is- 
sued a bonus in the ratio of 4:5. 

The institutions, on the other hand, 
were apparently more concerned with 
other aspects. For the year under 
review, the company's net profit 
seemed to have come largely from 
"other income" and not from its ce- 
ment-manufacturing activities. While 
income from cement sales stood at only 
Rs 5.78 billion, expenses including 
interest and depreciation were Rs 5.86 
billion. Yet this state of affairs proba- 
bly came about largely because cement 
price increases were made only at the 
end of the company's accounting year. 
Coal and power-price increases had 
added Rs 560 million to its costs during 


, 1983-84. 


The debate between the company 
and the institutions went on until 19 
October, when the company was told 
in no uncertain terms where the in- 
stitutions stood. Rumours of this ap- 
peared to have come from the banks or 
the company and some people stood to 
gain greatly. Such a chain of events in 
more-developed capital markets 
would have immediately brought in- 
quiries and perhaps punishment. But 
on Bombay's Dalal Street, that seems а 
remote possibility. 

The Bombay Stock Exchange is at- 
tempting to trace the roots of the ACC 
debacle, and establish a case of insider 
trading. But that in itself can lead 
nowhere, because the law does not pro- 
vide for criminal proceedings against 
the guilty. The government has shown 
its inability to discipline the market. 
For example, though forward trading 
in shares is banned on paper, it thrives 
in practice. Even as the market talks of 
a total trading volume of 500,000 
shares in ACC, officially reported 
business on which margins had been 
deposited was barely 200,000 shares. 

Only weeks before the ACC episode, 
the government had appointed a high- 
level committee to go into stockmarket 
reforms. Apparently, the government 
is now considering taking on the task 
of appointing the chairman of the ex» 
change, to ensure the office remains 
free of interference from brokers who 
otherwise would have elected one of 
their fraternity. But whether that is 
enough for a start on reform is unclear. 
Most people seem resigned to the fact 
that on Indian stockmarkets, there are 
few rules and fewer adherents to the 
rules. п 
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oosted; Hongkong and | 


Ae oon. "Wh arf; апа, Godown's pro- 
Ll fits to HK$: 14 KB million. (US$27.47 
. million) for „the -2 er 
ended 30,.Sapte This, 










share rose: | 

, cents. афи 
The group; whos 
er is shipping magi 
ıı Pao's World int 
. improved bank. 
.. ably located, dex elc pr ent. 
л Shatsui ~-=; Ocean. ‘Terminal, Ocean 
. Centre and, Harbour.City — where 
93% of residential. and commercial 
. units are let.and where its three 
. hotels enjoy: ecenpancy rates of more 
than 90965. fe 
l. . Although ite tram service reported 
" a decline in the number of. passen- 
‚ gers, this was more than offset by an 

. 896 increase in passengers for its Star 
ferries. Its 40%-owned Modern Ter- 
_. minals improved its warehousing and | 
..cargo-handling performance. The 
.; exception to the generally good re- 
sults is the Hotel Marco Polo in 
Singapore which is in the grip of a 
hotel glut. — ELIZABETH CHENG 
Winstone gains 

New Zealand building products and 
forestry company Winstone pro- 
duced an 83% increase in profits to 
NZ$12.3 million (US$6.05 million) 
for the six months ended 30 Sept. Sig- 
nificantly, the company's long-trou- | 
| bled Karioi pulp mill earned its first 
; profit of NZ$1 million (it lost NZ$3.2 
million in 1983). The company was 
criticised for making a bonus issue | 
following a NZ$15 million capital in- 
jection in 1981 by the New Zealand 
Government. Earlier this year, 
Winstone repaid most of that money. 
Its sales for the period rose 20.5% to 
NZ$188 million while operating pro- 
fits were 125% higher at NZ$19.7 
million and tax more than tripled to 





NZ$1.4 million. — LINDA SANDERS 
Marcopper loses | 
Net income of P7.13 million 


. (US$366,000) of the Philippines 
Marcopper Mining Corp. in July- 
September 1983 was wiped out 
by a net loss of P65.24 million in 
the same period this year. On a- 
|. January-September basis, Mar- 
|. copper moved from a 1983 net income 
of P28.15 million to a net loss of 
P88.83 million in 1984. The reversal 
+ was due to lower metals prices: on the 
. average 60 US cents as opposed to 74 
cents a lb in the case of copper, and 
г US$347 as SPAM Чи ап 02 іп 


















last year. 
Company president Garth’ Jc 
cited other factors including in- | 
creases in costs of needed goods and fitéd: oar t ié s prout 3f 
-services and reductions in both pro- | It. rebounded - to: show 1 e 
: duction and shipments of copper con- | P nm 
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from. P165. 8. million. - | 

Company p president Ti 
attributed the turnaround: 
pansion іп the market fory 
tiles resulting from a sl 


New S alan бик. ЖЕЕ 
dealer, .glass-maker. and ski-field 
| operator Alex Harvey Industries’ 
profits bounded ahead by 20% to 
NZ$21 million (US$10.34 million) on 
a 36% increase in sales to NZ$323 
million for the half year to 30 Sept. 
 Pre-tax profits rose 63% to NZ$39.8 
million but the company was hit by a 
much higher tax at NZ$15 million. 
Export sales rose 16% to NZ$48.2 
million. The company recently en- 
tered into a joint venture to build 
a new medium-density fibreboard 
plant. Forecasts are fore NZ$43 mil- 
lion proni for the full year. 

— LINDA SANDERS 


| 

Рарег heralds leap | 

Australian media group Herald and 

Weekly Times achieved a 7695 leap in 

net profits to  A$42.93 million | 

(US$36.5 million) for the year to 30 

Sept., following a lift in advertising 

sales and rates, and an upturn in cir- 

culation for its long-declining flag- 
shig Melbourne's afternoon news- 
paper The Herald. 

An indirect owner of Reuters news- 
| 
| 
| 
| 
| 
| 
Е 
| 
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Government disincentives a 
curbing car ownership took a 
33% toll on the pre-tax pre 
Cycle and Carriage, holder: 
Mercedes and Mitsubishi fra 
in Singapore, in the year е 
sept. Gross earnings were d 
S$43 million (US$19.91 m 
after a decline of 4% (to S$287 - 
lion) in turnover. A 30% drop in 
absolute number of cars sold, . 
margin-slashing at the economy 
of its product line were blamed. 
Prospects for the coming : 
looked grim, with further 
car levies likely in the wake с 
elections and the Mass ee | 
system nearing completion. Non 
less, directors delared a 10% fin 
vidend, bringing the year's tota 
20%. аз. 2% previously). — LINCOLN К 


agency through Australian As- 
sociated Press (AAP), the company 
benefited like other AAP sharehold- 
ers from the recent float of Reuters’ 
shares, earning A$14.2.. million in 
extraordinary profits. —HAMISH McDONALD 


NZ Forest grows 


NZ Forest Products' earnings rose to 
NZ$53.2 million (US$25.95 million) 
for the half-year to 30 Sept., up 71% 
on a year ago. Turnover rose 31% to 
NZ$521.7 million. The results com- 
pare with full-year 1983 earnings of 
NZ$75.7 million and a forecast for 
the current year of NZ$110 million. 
Tax amounted to NZ$20.3 million 
(NZ$2.5 million). 

While domestic sales were up a 
strong 41%, exports edged up only 
1%, reflecting the company’s policy 
of servicing local customers first. The 
company was seriously impeded by 
inadequate production capacity. The 
results include a contribution from 
the recently purchased Australian 
building-supply outlets of Elders 
IXL. The company has agreed to go 
ahead with a NZ$67 million sawimill- 
ing complex at Kinleith. 

ste LINDA SANDERS 


A (us of 50% i in sales to NZ$20 
lion (US$101.95 million) helped 
New Zealand timber merchant Cz 
Holt's (after-tax) profit up 45% 
NZ$15 million for the half year 
Sept. Tax rose to NZ$9.9 mill 

NZ$3 million previously. Ex 
totalled 41.3% of sales com 
with 43. 6% каша 
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васп "Consolidated Indu 

Inc. improved its net income 
45.5% to P26.72 million (US 
million) for the year ended 30. 
from P18.36 million in the preces 
year. Sales rose 13.8% to BTS 
million from P531.59 million. V 
the latest additional accumuli 
earnings, Bacnotan recently 
panded its cement-making capa 
by acquiring Hi Cement о x 


sified into coal via a new ly « 
subsidiary, Industrial Er 
tures Inc. | 
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PR OFIT-TAKING pared the advances of ae ny pros gainers while one-time losers 


reco vered lost ground. Singapore and M 


scored most among Asian markets for 


e period to 10 Dec. New Zealand, on the other hand, yielded to sellers after recent 


hefty gains. 
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sINGAPORE: Recouping virtually all of its 
es in the previous period, Fraser's Industrial 
ex closed at 4,547.62, up 132.72 points. The 
ain: would have been even more impressive bu 
r scattered profit- taking on the final trading 
lay , Which shaved 24.9 points off the index. Par- 
icu larly encouraging was the correlation of 
avy trading volume with advances and light 
E over with setbacks. Overall daily turnover 
aged 10.8 million shares (compared with 9.6 
Шоп pereviguely) 


\ LUMPUR: Reports of loosened central- 
ar ink restraints on credit for share invest- 
n E helped boost Fraser's Industrial Index by 
05 points, to close the holiday-shortened 
riod at 3,067.98. Idris Hydraulic emerged as 
ie volume leader, followed by Universal Cables 
1 two newcomers to the market, Dyapi and 
-Holdings. Share prices improved daily 
ent il profit-taking on 10 Dec. led to a marginal 
alling off. Volume averaged 9.45 million shares 
daily (9.26 million previously). 
\ Us; KALIA; Prices continued their slide 
s the board, with bearish news from Wall 
ket. faltering domestic economic growth in 
€ September quarter, weakening world metal 
ices, and upward pressure on interest rates all 
ting confidence. The key Australian All-Or- 
lin aries Index dropped 15.9 points over the 
riod to 724.2 while the All-Industrial Index 
m ged by 20.4 points to 1,066.1. In the resources 
ector, mining companies held up briefly before 
oining the trend. The 12.1-point drop to 460.8 in 
he All-Resources Index was based on falls in 
oth the metals and minerals, and the oil and gas 


Ir 
Ve ZEALAND: after continuing its down- 


rend for most of the period, the market picked 
p slightly towards the end as corporate acquisi- 
tior stirred interest. An on-market offer for 
E of National Insurance and a move by Do- 
inion Breweries to sell its controlling interest 
in he Mount Cook tourist and airline group to 
the Goodman group gave the market the type of 
action it had come to expect. Without it, buying 
rest had reached a low ebb and the market 
is struggling to produce the rally traditional- 
lv у expected of it during the December-January 
period. 


' , 


RE 


КА; Only 133.7 million shares worth 
P1 27 million (US$635,000) changed hands, but 
th ? somewhat brisker pace on 10 Dec. seemed to 
ine dicate that the market might respond to the re- 
ont interest-rate cuts. Call loans, for example, 
now cost only 4-10% as against a peak of 80% not 
long ago. Of total value of turnover, P3.58 mil- 
li on (about one-third) represented special sales 
of Family Bank shares to the Bank of the Philip- 
pine Islands. The commercial-industrial index 
put on 2.2 points to 110.11 on gains of P3.50 by 
PI DT and 30 centavos by San Miguel, which at a 
pr 9.60 closing level was still below its P10 par 
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value and way down from its November 1973 his- 
torical high of P58. The mining index was off 
5.59 at 747.55 points. 


HONGKONG: Technica! adjustments marked a 
period of uneventful trading which saw turnover 
thinning to a daily average of HK$162.07 million 
(US$20.78 million). The Hang Seng Index lost 
7.25 points on the period to close at 1,115.01. 
Wall Street's extended decline on the back of an 
uncertain economic outlook and a massive 
budget deficit did nothing to lift local sentiment. 
Hongkong and Kowloon Wharf's good results 
had little impact on the market. Punters con- 
tinued to look for a rally. 


TOKYO: The market continued its uptrend 
early in the period, with the Nikkei-Dow Jones 
Average hitting a new high of 11,577.44 at one 
stage, but dipped towards the close, posting a 
loss of 196.71 points over the previous period. 
The yen edged upward against the US dollar but 
its gains were discounted by much profit-taking. 
Steel stocks remained stable in defiance of the 
United States-Japan bilateral agreement to 
limit Japanese steel sales to the US to 5.8% of the 
American market. Pharmaceutical shares were 
again actively traded. 


SEOUL: The bullish trend continued, with the 
market reaching a 1984 peak of 138.21, but eas- 
ing to a close of 137.59, up 0.78 of a point on the 
period. Trading volume grew by 5.31 million 
shares on an average daily basis, to 17.83 million. 
A relaxation of monetary controls and expecta- 
tions that the elections in early 1985 will boost 
money supply encouraged investors. Blue chips 
forged ahead, especially those expected to pay 
out handsome dividends sóon. Analysts say di- 
vidend rates should rise 1-2% this year owing to 
good business performances. 


BANGKOK: as domestic interest rates dwin- 
dled in the wake of excess liquidity in the money 
market, the market extended its gains of the pre- 
vious period. Speculative fever sent blue chips 
such as Siam Cement and Siam City Cement to 
levels reminiscent of the boom in 1978. The Book 
Club Index closed the period at 129.79, off 0.37 of 
a point, affected by ex-dividend adjustments at 
Siam Cement. The holiday-shortened period saw 
turnover slip to some Baht 330.1 million 
(US$12.23 million). 


TAIPEI: From its brief dip below the 800 index 
level of two periods ago, the market continued to 
rebound to close at 848.65, up 12.09 points on the 
period. Average daily turnover was fairly high at 
NT$912 million (US$22.8 million) on the back of 
significant institutional trading. Portfolio man- 
agers are believed to be keen on pushing up the 
market value of their stocks for their year-end 
reports. Investors were encouraged by the good 
performances of some textiles companies and by 
news of an upsurge in orders from China via 
Hongkong. 
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Hang Seng Index 
4 Dec. 1,125.40 
5 Dec. 1,136.08 
6 Dec. 1,120.74 
7 Dec. 1,122.12 
10 Dec. 1,115.01 
Change on week —0.65% 
10Dec. "change % 
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-09 48 4 
22 18.7 
*03 741 
+49 742 
-19 415 
— 249 
-10 279 
-18 311 
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-07 113 
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— 18.4 
-40 63.1 
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+05 22 
-03 19.1 
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-45 $33 
+34 10.6 
-49 244 
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= 3266 
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РА 188 
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Sanko Steamstup 122 mI ú» 
Sankyo Pharm 860 -27 282 
Sanwa Bank 1190 +17 49.0 
Sekisus Pretab Homes 570 -31 278 
Sharp 1040 -19 253 
Shiseido 1160 +09 216 
Sony мао -36 319 
Sumitomo Bank 1630 +06 489 
Taise Const 204 +20 129 
Takeda Chem 740 -29 273 
Tokio Marine and Fire 698 -39 422 
Tokyo Elec Power 1360 +15 147 
Toray 417 -07 31.7 
Toto 637 +19 24.8 
Toyo Kogyo 436 ЕЧ 15.1 
Toyota Motor 1220 - 123 
Yamaha Motor 881 +90 
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Barclays index 

















4 Dec. 1,472.81 
5 Dec. 1,459.97 
6 Dec. 1,451.07 
7 Dec. 1,425.28 
10 Dec. 1,431.68 
Change on week -2.79% 
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4 65 -06 16 
3.50 -49 31 
1.60 +26 70 
2.60 -08 48 
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Fraser's Industrial Index 
4 Dec. 4,454.42 
5 Dec. 4,534.69 
6 Dec. 4,553.12 
7 Dec. 4,562.27 
10 Dec. 4,547.62 





Change on week — 1 1 1 +301% 
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Lucky Cid 78.00 91 50 
Samsung Elacmomet 87000 52 54 
Samahan Corp 1.227 00 t2 50 
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Korea Fund uss 14.125 )4 -> 
Korea intemationar Trust USS 1.10499 +39 14 
Korea Trust US$ 15$ 09 "28 $3 
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Weighted Index 





4 Dec 850.26 
5 Dec — . 855.06 
6 Dec. — . 847.66 
7 Dec. — . 847.80 
8 Dec. 845 12 
10 Dec. —— 848.65 
Change on week _ 1 1. + 1.4596 
10 Dec "change S 
NTS сенен уі 
Asia Comon 8 00 40 
Cathay Const 25 50 as 
Cruna Reber э 45 0 = 
Chung Hwa Pulp 29.20 24 78 
Chung Shing Textile 1420 5" = 
Far East Тонне 24 70 1s 
Formosa Fut 30 50 4 33 
Nan Ya Plastic 30 00 30 33 
Tawan Cement 30 80 10 49 
Tatung 15 10 49 2 
USI Far E ast 27 00 Фо? 93 
Yue Loong Motor 1410 "ЛГ à 
Bangkok Book Club Index 
4 Dec. — ndn NNNM 
5 Dec. — —— —. #0900 
6 Dec. 129 26 
7 Dec. —. 129.79 
10 Dec. —. Closed 
Change on week __ “020% 
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Ciufunds is Asia's premier international deposit 
and investment account 

As a Citifunds Account Holder, you choose 
from a wide variety of Citibank time deposits in a 
number of tinancial centers, including Hong 
Kong, Singapore and San Francisco 

You can opt for US dollars, Yen or Hong 
Kong dollars. Or invest in London gold or 
international share portfolios. And you can do it 
all through one account ; 

As а Citifunds Account holder you also enjoy 
maximum potential for high return because you 
are tree to switch between deposit, investment 
and currency alternatives. This allows you to take 
advantage of market trends to earn more money. 
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And your investment decisions are made Wil 
maximum convenience 

just telephone us and we'll execute you 
transactions as instructed. You receive a prompt 
advice after each transaction and a detailed 
account up-date at the end of each month 

You enjoy maximum confidence knowing thal 
your Citifunds Account ts with Citicorp, the 
world’s leading financial institution 

In these uncertain times, it has never been more 
important to manage your money prudentlv. And 


there has never been an account like Citifunds that 


allows you to do it so professionally and so 
conveniently 
Act now. For more information simply 


CITIBANC(O CITICORP 
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seven-year-old girl squats over a 

tank of grey water — her eyes 
never leaving the small mobile glob of 
mercury she is swirling around the 
centre of a large, concave wooden 
dish. At day's end — if her patience 
resists the distractions of childhood 

the restless mercury will have 
magically absorbed, from the hand- 
fuls of grev sludge she is washing in 
the pan, enough particles of gold to 
make her one of the Philippines top- 
bracket wage earners. 

The little girl is one of some 250,000 
people in three communities east of 
here burrowing feverishly into the 
Diwata (Enchanted) Mountains — an 
impressive and barely accessible 
1.500-m-high range at the southern 
end of the Philippines geological 
fault. which separates eastern Min- 
danao from the Pacific Ocean. 

The mountain people have come 
from all over the country in response 
to a gold rush of near-Klondike fer- 
vour. In one area — popularly known 
and even signposted as “Saudi 
Diwal-Wal” 70,000-strong 
shack-dwelling community is dig- 
ging daily from a hill which mining 
officials expect to collapse at any 
time and give up 10 kg of gold worth 
US$100,000 

Some 500 rod mills, where revolv- 
ing steel cylinders housing heavy 
metal bars crush gold-bearing ore 
into muddy sludge, rumble 24 hours a 
day in the shanty town. Sleep is taken 
in shifts. 

But there is a sad. less romantic side 
to the Tegum gold 
rush: during the 
past year at least 
100 people have 
died in a major 
landslide and a 
recent cave-in, 
though this has 
not dampened the 
ardour of prospec- 
tors. 

There is an 
unsolved murder 
every week. Drinking and gambling 
flourish. Prostitution is rife. Hun- 
dreds of entrepreneurs have homed in 
from all points of the compass: 
Tegum's once-bleak mountainside 
has become a carnival town where a 
constant supply of gold and soaring 
commodity prices are giving every- 
bodv a healthv living. 

The gold strikes in the Diwata 
Mountains (more areas are being re- 
ported regularly to a harassed and 
undermanned Bureau of Mines and 
Geo Sciences in Davao City) have 
come at an opportune time. Up until 
now the Philippines’ 17 mining com- 
panies and their subsidiaries annual- 
ly have produced about 25 tonnes of 
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CROSSING 
TRENTO, 


LETTER FROM TEGUM 


BOUND FOR:| 
SAUDI 


(DIWAL- WAL) 


AGUSAN SUI 


a t 


gold: the potential of the 80-km? area 
east of here could raise that figure by 
50% 

Each day Tegum's 15 private gold 
buyers handle around 35 kg of gold 
while the refinery of the Central 
Bank of the Philippines — the coun- 
trv's only legal gold exporter, and 
custodian of the Philippines’ awe- 
some US$26 billion foreign debt — in 
Manila sees only 25 kg in a week. 
Bank officials are concerned but are 
doing little to correct the situation 
which could lose the bank more than 
US$1 billion a year. 

Meanwhile in Tegum, a dozen 
local, mainly Chinese, businessmen 
set up their own scales — considered 


by many to be wildly inaccurate ~ 






























Tegum mine; ‘Saudi’ 
signpost: Klondike fervour. 


and taught them- 
selves the science of 
gold assaying, amass- 
ing fortunes in the 
process. Their con- 
tinued good fortune 


seems assured, as recently, Ricardo | 


Galvez, the central bank's assistant 
director of regional operations, de- 
clared the region to be “too risky” to 
establish either a mobile buving sta- 
tion or "too expensive" to set up ope- 
rations in the gold belt. 

This decision is not imprudent: 
over the past few months the ruthless 
activities of the communist New Peo- 
ples Army and the anti-establish- 


ment Muslim Moro and Bangsa liber- | 


ation fronts have been carrying out 
offensives throughout eastern Min- 
danao, resulting in a spree of killings 
unprecedented since the "wild west" 
davs of the 1960s which drove Presi- 
dent Ferdinand Marcos to impose 











martial law. As they would stop at 
nothing to raise arms and funds, the 
region's gold hoard would provide an 
obvious target. 

In the past 12 months the mining 
ranks have swollen so much that any 
attempt at government control ap- 
pears a lost cause. And though the in- 
dependent mining activities, in prin- 
ciple, are condoned by Marcos him- 
self (under Presidential Decree No. 
1899 aimed at "establishing small- 
scale mining as a new dimension in 
mineral development"), the currently 
struggling pulp-paper giant, РІСОР, 
is chagrined that the prospectors are 
digging up its leasehold land. 


Т. Беота disgruntled regional ope- 
ration is Apex Mining Corp., a 
leading official primary gold pro- 
ducer. Its mining claims in the area 
are also being exploited by squatter 
miners. For the first three months of 
the vear the company’s 3,000 employ- 
ees extracted 410 kg of gold, while in- 
dependent panners produced an esti- 
mated 3,150 kg. 

Recentlv, also, both Apex and 
North Davao Mining have been los- 
ing workers to the gold-panning 
areas where they can earn more 
money. At least one major govern- 
ment-works programme has been af- 
fected as well: a dam across a river in 
the lower reaches of the Diwata range 
was abandoned by all its P18-a-day 
workers shortly after the Diwal-Wal 
gold strike was made public. 

A middle-aged woman school- 
teacher who earned P1,479 (US$74)a 
week supplemented by a similar 
amount with private tuition, made 
P8,000 during her first nine days at 
Diwal-Wal: after a lifetime of teach- 
ing school she is in no hurry to return 
to the classroom. 

A dust-covered economies gra- 
duate-cum-miner feels that the gov- 
ernment should support the mining 
effort. "After all [the government] 
has got itself into a US$26 billion 
debt because of its foolishness and we 
are digging up enough gold right here 
to repay it. Mavberather than borrow 
anv more money from [the United 
States] they should leave their desks, 
grab a sledgehammer and a chisel 
and come up here and join us. There's 
plenty more hills around, and there's 
plenty more gold.” — BOB HOBMAN 
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WWF Kojo Tanaka/BCL 


The 
Giant Panda 
needs your help 
to survive 


ONE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 


depends for its survival on huge amounts of 


bamboo. 


But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWE has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 


research and conservation centre in the largest of 


the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 

Switzerland. 


WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space бу 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 





Be the guest at i 
our S$70 million wẹ 
D 


Hotel Tai Pan,Singapore, 
joins hands with 
Ramada International Inc. 





the worlds third largest hotel chain. 


The union between Hotel Tai-Pan new wing, we'll have a total of 500 
and the Ramada chain has called for rooms; plus restaurants, bars. a 
a dramatic upgrading, ШШ" mm discotheque, gymna- 







renovations and exten- 
sion of the hotel, 
exceeding 5%70 
million. All existing 
269 rooms have been 
lavishly equipped, and hotel. With the excep- 
refitted with exquisite tion of high rates. 
rosewood furniture. And by mid- In fact, our rates are remarkabh 
1985, with the opening of our economical. 


sium, swimming pool, 
meeting facilities and 
everything else vou d 
B expect from an 
international de luxe 


TAI-PAN RAMADA HOTEL 


101 Victoria Street, Singapore 0718. Tel: 3360811 Telex: RS 21151 
Cable Address: ‘HOTAIPAN’ Singapore 


Member of the JACK CA. MPM GROLI 





RAMADA WORLDWIDE RESERVATIONS 
Hong Kong 37238855 © Kuala Lumpur 414 08] © Singapore 3360811 + AUSTRALIA/ Sydney (02) 27 -6125 + CANADA Ontario & Quede: 
800-264-8930 © Toronto (416) 485 -2610 © All other Provinces 800-268-8998 © EUROPE/Belgium 053-778430 * Denmark (04) 0003 
e Germany 0611-234021 * United Kingdom 01-2355264 * France 6-0792212 © Netherlands 020 472919 © Italy 06-6569112 + 
Norway 02 -418160 © Sweden 08 -218101 © Switzerland 01-3020895 • FAR EAST /Osaka (06) 271 -4321 © Tokyo (03) 2723885 
* LATIN AMERICA /Bogota 87 -0273 © Buenos Aires 49-5900 © Caracas 462-3973, 462-0993 + Guatemala City 31-9362 • 

La Paz 37-2934 © Lima 45-3893, 45-7897 © Panama 27-1796, 27-1802 © Santiago 71-5305 * Santo Domingo 532 -0907 

* Sao Paulo 258-5722 © Tegucigalpa 22-0500 © Mexico City 531 -3028 © USA Toll Free 800 -228 2828 or telex по, 484-509 
UTELL INTERNATIONAL or your nearest travel agent 
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tet fruits 
The demonstrations by some Cambo- 
dians against Prince Norodom Sihan- 
ouk in Minneapolis and the en- 
suing squabble within the Democratic 
Kampuchea coalition [6 Dec.] are yet 
another symptom of the frustration 
and bitterness’ of the Cambodians, 
i nd bitterness. which 
n, author of The Wretched 






f of the Earth and | ero of the New Left, 


found typical among peoples living 
under colonial rule. 

One can imagine how the Cambo- 
dians feel when their country is oc- 
cupied and controlled by the Vietnam- 
ese who are known to be their tradi- 





| tional enemies. Like other subjugated 
peoples Fanon studied, and in the face. | : 
of the Vietnamese military might, the - 
Cambodians have foünd outlets for | 
their indignation only against their 


countrymen. Thus, as is well known, 


conflicts, violent at times, have arisen | 
among the various resistance forces 
| and among the Cambodians support- 
| ing them. ` 


Inside Cambodia itself the Vietnam- 


| | ese and the quisling government in 
Phnom Penh have done their utmost to 
divert the popular indignation against 

| the occupation. They have channelled 
| and integrated it into the popular 
anger against Pol Pot and have trans- 

| formed these sentiments into sheer 
hatred which they have. now in- 
Stitutionalised in the form of the an- 

. nual National Day of Hatred (20 May) 


and of the Young Avengers army 
brigades to help them crush the Cam- 


bodian resistance forces. M. HL LAO 





Singapore | 








te » colonial cord — 
The reviewer of The japanese Colonial 
Empire, 1895-1945 (29 Nov. ) states 
that the “effectiveness was real 
enough” of Japanese colonial rule in 
Korea. 
When one considers that 1905- 45 
(the period of Japanese control of 
Korea) were years of fantastic progress 
in education, transportation, com- 
munication and health services, I think 
it can be argued that the Japanese did 
less, not more, than the Koreans might 
have done themselves — that the levels 
achieved were far below what a sincere 
effort should have attained. Effective 
first steps in all these areas had: been 
taken before the Japanes GO 
my mind, the colonial 
only one really significant social re- 
sult, and that. was surely unintended: 
the occupation period broke the old 
hierarchy of the yangbang (gentry) and 
created an open-ended ба revolu- 
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period аа | 


quite the opposite happened. 1 


nàmese, American press and TV 
neither the ability to comprehe 
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Youri COVER STORY Y 18K Nov. 
ful reminder of just how 
American people betrayed 
Vietnamese. It is time to d 
once and for all, the romantic not 
revolution portrayed in so much 
rican writing during the war. The 
ity portrayed in your article d 
home the point that it v'as not nati 
ism, but communism that prevail 
Vietnam. 

The revolution never came. 
southern population never rose 
against the "corrupt puppet" 








Tet in 1968 they rallied to the S 
government as they had never ! 
As a result, the communists wer 
not only a devastating military d 
but also а humiliating political def 
Unfortunately for the South - 


the inclination to report the fac 
this monumental historical e 
the American people. It was repot 
as a military debacle for the Unit 
States and South Vietnamese forces- 
a victory handed to the vanquished or 
a silver platter. 
Dammam, 

Saudi Arabia 
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CORRECTION 
Due to a transmission error, the lead à 
in the Business section last week [Hrs 
Dec.] stated that the Development B 
the Philippines required budgetary s 
of P44 billion 1758200 million? duri 
ed is. жашау Pe 
«d 
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€ rapid growth and development of Indian 
engineering and its emergence as a powerful 
: in intemational markets are due, in 
‘some. measure, to the continuous service 
Engineering Export Promotion Council 
(EEPC) has rendered to the ‘engineering 
xports community’. Sponsored by the 
‘Government of India and established - 
n 1955, EEPC today has over 5000 
members consisting of manufacturers, / LES 
export houses, technical and A 
consultancy services апа other 
specialist associations. 
Overseas buyers. 

1) By recommending the 
right supplier to meet 
your requirements. 

By providing complete 
data on the supplier: 
financial status, technical 
competence, capacity to 
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Engineering Export 
Promotion Council (India) 
`, Room 402, ; Pacific Bank | 
-Makati Bldg., 6776, Ayala Avenue 
"Makati, Metro Manila, Philippines 
Phone: 85-44-45 : 85- 89-11 
; `. Ext. 255. ow 

Telex : 22518 Answer Back 

Code : EEP PH 

Gram : OGEANBORNE. 
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| Е in exports to third 
world countries. 

6) By providing exhaustive 
market information. - 

EEPC operates through ` a 
network of 13 foreign offices, 
ало Sale ices in India 
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The President’s Commission on Organised me 
in the United States has warned of the increas- 
ing activities of an 'Asian Mafia. Vietnamese 
and Japanese, and Chinese from Hongkong, 
foretrant. and Southeast Asi | E 
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over illustration by Karl Fung. | "M A 








Malaysia’ S. acting 1 1 
Datuk Musa Hitam has some blunt 
words for the feuding Malaysian 


Lm final. act in the Sino-British | 
negotiations on the future of 
"Hongkong takes place in Peking 












| with the signing | of the joint agree- Chinese Association. 
„ment. | | 
Page 2€ 26 
Pages 12-15 | | | An 5 f communist ac- 
The Indian election may not Бе. aw bpsurge of communist а 


| tivity in the southern Philippines A age 7 : row brews over control of E 
such a walkover for Prime Minister | leads t о k by the mili- y i А 
Rajiv Gandhi, but there is little to Mid а crackdown by | "I- | a South Korean liquor company. 
prevent an easy victory for Singa- 

pore's Lee Kuan Yew. 
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Page 14 
sThe disaster at Bhopal throws up | 
some international legal posers. 


` Page 24 Р 
-There are sharp exchanges | be- 
^ tween India and Sri Lanka over the 
c handing of the Tamil probigm. 


: ~ CONTENTS 










GU Wya 


Ге " 0 






—————————  ———————————————— E — уча 

























Tattoos | in pin-stripes e 
General Ky, the outlaw from Orange С 

CO RMN аа MERE: 
Intriguing tale of Dry Duck апа 





Taxa tion: Hongi jkong 5 diminishing 










| Regional Affairs 


“Hongkong: The world is witness 210 | 
Elections: 15 it PAP or pie? „2... 12 | 
`. Waive of sympathy 2 13 | BA OOO cuoc ыны ыды 
India: Cause and effect чону E 14 | Brotherhood of extortion 49- 
p ка: A package for peace — 24 | ` Gangland's mutual code iii silence - 
E 
| 





Ag! culture: Smoke without fire in. 

дарап ست‎ ? 
Companies: ire in Seoul’ s spirits 2. 7 
` The Deak teak EREA ORINE AA TEE Л 

















| Malaysia: Shape up, or ship out? and trust inn Eee sere) 50. 
Philippines: New threat in The muscle of the mobs. undi unc. p 











| Regul ar и Features | 














T die South MER. | T MOM E 
| South Korea: We three Kims . 30 i. BIO КАМ rerio ala P 
ы Foreign relations: Jawjawbutno — | Business Affairs ر‎ intelligence eee DECORUS 
- thaw-thaw 0 30 Company profile: Moving with the ` The Week _ ORTE € 
Burma: Preparing the crunch |... 32 OS oe occ BM T Travellers Tales oss шаан Mii 


The ruins of Kawthoolei n БОЕ +. The 5th Column LLL _. 28 
| JIGONS аана а мааа ICONE. 
‘Shroff s | 
Economic Monitor: Australia |... 
Company Results sums 
 Sitockmarkets | 
Prices & Trends... 


діа Letter: ia a a E 


The Elders statesman 56 
The ultimate step 8 
| Australia’s bar wars 222 60 
| Getting out from under. duxit cuna 81 
| Energy: Scarcity to surpl us in 
| Thailand ne ! 
| 








Merito teme rete et ere ei t dn 








Trade: Indonesia's look-east policy — 71 ee 
4e 


АЕ rie eer riri ar aire ey er tra ARUN IS m e уле л et RAE OW IAHR AEH DIEA EA Bi Yee nete ` 


Bones of contention i Пп арап аен 












REGIONAL 





asks Seoul to 
resume economic talks 
Pyongyang has agreed to re- 
sume on 17 January negotia- 
tions with Seoul over North- 
South economic exchanges. 
The negotiations were indefi- 
nitely postponed by Pyong- 
yang after the 23 November 
defection to the South of a 
trainee Soviet diplomat who 
was visiting Panmunjom with 
a tour group. The incident 
ended with the killing of one 
South Korean and three North 
Korean guards. 

North Korea has also agreed 
to send a delegation of Red 
Cross officials to Seoul on 22 
January 1985 for four days of 


~ talks aimed at alleviating the 


hardships of families sepa- 
rated since the outbreak of the 
Korean War 35 years ago. The 
talks will mark the first time 
Red Cross officials from the 
North have visited Seoul since 
1973, when Pyongyang ab- 
ruptly broke off family-ex- 
change visits, demanding the 
withdrawal of American 
troops from the South and 
other conditions, before the 
exchange visits could be re- 


sumed. — SHIM JAE HOON 
stand trial in 1985. 


Justice Lionel Murphy of the 
Australian High Court is to 
stand trial early next year be- 
fore a judge and jury in Can- 
berra, charged with attempt- 
ing to pervert the course of 
justice in a conspiracy case in- 
volving a Sydney solicitor 
(REVIEW, 15 Nov.). 

In a statement, Murphy 
said: "I have not committed 
any offence. I have waived my 
right to a committal hearing in 
order that the air can be 
cleared as soon as possible. I 
welcome the fact that the alle- 
gations will be tried by judge 
and jury and not by the 
media." — HAMISH McDONALD 


US encouraged 
Brazilian eps en 


A provision in a recently 
signed agreement on peaceful 
nuclear cooperation between 
China and Brazil appears to 
have strengthened the hand of 
the administration of United 
States President Ronald 
Reagan in getting congres- 
sional approval for its own nu- 
clear accord with Peking, 
which was initialled by both 
governments in April. In an 
unusual comment on the Sino- 


Brazilian accord, the US State 


Department noted that the 
agreement calls for the appli- 
cation in China of Interna- 
tional Atomic Energy Agency 
(IAEA) safeguards to nuclear 
materials and equipment it 
imports from Brazil, and to 
nuclear material produced 
through use of such imports. 
This is the first indication of 
China’s acceptance in princi- 
ple of IAEA safeguards, which 
are voluntarily adhered to by 
the US, the Soviet Union, 
France and Britain in their 
non-military nuclear  pro- 
grammes. — NAYAN CHANDA 


‘Witness’ to A 
killing is oe 


A possible eye-witness to the 
21 August 1983 assassination 
of Philippine opposition 
leader Benigno Aquino has 
been located after a 15-month 
search. The witness, Rebecca 
Quijano, 32, was arrested on 
12 December in a Manila hotel 
by agents of the National 
Bureau of Investigation (NBI). 
Her arrest, on five charges of 
graft and vehicle theft filed in 
1981, was followed by re- 
quests from the military's Cri- 
minal 
for an interview regarding the 
Aquino killing. 

Quijano has requested pro- 
tective custody from the NBI 
until she finishes her deposi- 
tion on the killing. Her tes- 
timony is to be handed over 
to the Tanodbayan (om- 
budsman), who is formulating 
charges based on the Agrava 
inquiry board's two reports. 
Both reports allege a military 
conspiracy in the Aquino mur- 
der. — GUY SACERDOTI 


Vietnamese dissidents 
sentenced to death 


Five Vietnamese dissidents 
were sentenced to death on 18 
December in Hanoi for plot- 
ting to overthrow the Viet- 
namese Government. The five 
were described as being lead- 
ing members of the Patriotic 
Front for the Liberation of 
Vietnam, 
and Thai-trained resistance 
organisation. 

The front, which Vietnam- 
ese authorities claim was the 
largest and best organised of 
its kind, was largely based in 
the southern Mekong delta. Its 
leaders were said to have been 
planning kidnaps and acts of 
sabotage aimed against 
foreign personnel — mostly 
French and Soviet citizens — 
working in Vietnam. 

— PAUL QUINN-JUDGE 


a Chinese-funded | 


| credits 


BUSINESS 


creat 

wins IMF 

Philippine Government inter- 
vention in the peso's exchange 
rate against the US dollar was 
further reduced on 12 De- 
cember when the Central 
Bank of the Philippines ruled 
that banks may trade currency 
outside the official foreign- 
exchange trading floor with- 
out regard to an official guid- 
ing rate. The new policy is in 
accord with Manila's commit- 
ments to the International 
Monetary Fund, undertaken 
in return for a standby credit 
of 615 million special drawing 
rights (SDR — US$607.83 mil- 
lion). 

Two days after the changes 
were announced, the IMF exe- 
cutive board approved the 
credit. The IMF action came 
shortly after pledges of new 
(for the 18-month 
period to July 1985) from the 
Philippines’ foreign creditor 
banks reached 92% of the re- 
quired US$925 million, top- 


| ping the 90% needed for ap- 
| proval of the credits. 
Investigation Service | 


— JOSE GALANG 


Hongkong futures 
exchange delayed 


Trading on Hongkong's new 
financial futures exchange 
may not begin until well into 
1985, instead of January as 
planned. The Hongkong Fu- 
tures Exchange (HKFE), 
which was to begin trade with 
a contract based on the Hang 
Seng stock index, will not 
open until March at the ear- 
liest, according to general 


manager Joseph So. He said | 


the delay was partly because 
the Legislative Council, which 
was to approve enabling legis- 
lation for the HKFE in 
November, was busy with the 
Sino-British agreement on 


| Hongkong's future. Another 
| source familiar with the ex- 


change said it was more likely 


| to be July before trade began. 


— LIZ CARVER 
en, edi esr i housing 


Cash-rich Hutchison Wham- 
poa, a quoted Hongkong com- 
pany, has confirmed plans to 
proceed with the redevelop- 
ment of its 47-acre dockyard 
site as a giant residential com- 
plex. The development is esti- 
mated to cost HK$4 billion 
(US$513 million). The com- 
plex will comprise 94 tower 
blocks with 11,224 units (vary- 


ing from 500 ft? to 860 ft?). 
Scheduled for completion in 
1990, it wil house about 
40,000 people. 

The development was made 
possible after a controversial 
premium payment to the 
Hongkong Government was 
settled after negotiations over 
several years. Of the agreed 
HK$600 million premium, 
HK$390 million was handed 
to the government on 14 De- 
cember while the balance will 
be used by the company to im- 
prove the road system in the 
area. — ELIZABETH CHENG 


Thai taxes cut for 
low-income bracket 


Thailand has decided to lower 
personal income taxes for 
low-income people by enlarg- 
ing some deductible expenses. 
Effective in 1985, a bachelor 
earning Baht 1,550 (US$57.40) 
a month or a family with two 








children earning Baht 5,000 a 
month will be tax-exempt. 
The new packages translates 
into effective tax savings 
ranging from 6.2-11.11% for 
lower and lower-middle in- 
come groups. While the gov- 
ernment stands to lose about 
Baht 1 billion annually, Fi- 
nance Minister  Sommai 
Hoontrakul said the changes 
will cushion the shock of the 2 
November baht devaluation. 

— PAISAL SRICHARATCHANYA 


South Korean shipyard 
orders sink in 1984 


South Korean shipyards have 
had another slow year: in the 
first 11 months of 1984, they 
won foreign orders for 106 
vessels worth US$1.9 billion 
with a total volume of 2.12 
million grt. This is 63% lower 
in volume terms and 70% less 
in value terms than the same 
period in 1983. Sources at the 
Korea Shipbuilders’ Associa- 
tion do not expect 1985's per- 
formance to be much better. 

— PAUL ENSOR 
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| BUY LOW, SELL HIGH 


ae aware that lea на hinds 3 


ws inflated pric s. Even the People's 
Liberation Army is suspected of 
. having a staf he illegal but 
` lucrative trade, as some vehicles 
have been seen being transported 
elsewhere on military vessels. 
. Guangdong province, the - 
authority of which extends to 
Hainan, has ordered the practice 











Hainan officials — and sources 


. say Peking has been called on to | 
| intervene. 


. VIETNAMESE SHUFFLE 
‘Big changes are reportedly on the 
way in the Vietnamese Foreign 
Ministry. Two vice-ministers are 
. expected to leave soon to take up 
senior ambassadorial positions. 
One, Ha Van Lau — who 30 years 
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.. Peking University students staged a 
-demonstration to protest against.poor liv- . 
ing and "working conditions, defying. а” 


| campus ban on open protests ( 13 Dec). 


І HONGKONG 


|] Cathay Pacific flights were suspende d 
following a. strike e by flight attendants (18 | 


Dec. sh 


+ "Thousands of people fled Bhopal fear- 
. ing another leak of poisonous gas from the — 
. Union Carbide plant (12 Dec.). More Йеа 


as scientists made plans to neutralise the 
lethal gas which killed more than 2,000 


. people (13 Dec.). People started returning. 
| to Bhopal after the gas was successfully | 


“neutralised, it was reported (18 Dec.). 


“INDONESIA | 
. Papua New Guinea Foreign Minister 
“Rabbie. Namaliu arrived to discuss the re- 


) ministers. 


ay there’ is ‘growin g gevideti 
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| complete formalities.of a new border 
` ` Nearly 5,000 students from Dhaka Uni-. 
ı | versity demonstrated outside the National i- 
"Broadcasting Authority building, claim-. 
ing that state-run radio and TV reported - 
‘nothing about opposition activities (17 
| | mittee meeting, Cl 
I agency said (12 Pu 


party were sacked di 


-Ráttakul held talks with North Kore 
| Prime Minister Kang Song Sari in Pyong- 
` yang, the official Korean Central News 
+ Agency said {12 Dec). Pyongyang ac- 
j cepted Seoul's proposal to hold a second | 
round of inter-Korean economic talks in 
'"Panmünjom, the ‘official Radio Pyong- 


special representative to New Caledonia, 


i badly damaged in a raid by unknown as- 


PAKISTAN 


| ersand opponents of President Zia-ul Haq 
| clashed in Karachi. More than 100 politi- 





turn of. more than 9,000 refugees and- to | 





Hoang k , will proba aly 
go to New. Delhi. Their plates in 
Hanoi are expected to be sistant 


from the ranks of six : аѕ5 







the Sicilian Mafia may sd 


Khun Sa а, 50). hee fu, aise 


identified as having Mafia 


connections have been seen in 


‘Thailand’s northern provincial 


capital of Chiang Mai, which 
serves as an. important contact 
point for heroin dealers. It is 


uncertain at this stage whether 


there have been face-to-face 


meetings, or whether deals are 
bein d made with Yunnanese- 
sped 

who are regular customers of 


ing Chinese middlemen 


Chang’s Shan United Army, and 


who are known to have expressed 


an interest in establishing their 


own international links. Up to 


agreement Wim indonesia {12 Dec. j. 
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NORTH KOREA | 
Thai Deputy. Prime Minister. Bhichai 





yang pita (14 Dec.). 
PACIFIC - 


The aircraft dedi to transport France 
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5 
Edgard Pisani, across the territory was 


sailants, police said (16 Dec. ). 


Six people were injured when support- 








cal activists went into hiding as troops ap- 
‘peared o ока en : 





ing a central com-- 
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Z hou-speaking | 
trafficking syndicat 
Zhou and Yunnanese arer 


suggest that more t 

Vietnamese w cilled an 
than 200 wounded. Sortie of | 
Vietnamese units intruded и 
Thai territory during the 
operation, prompting Thai 


of 105-mm shells at the 
Among those reportedly k 
were a battalion comman 
some other commissioned 
officers. There is concern at the 
Thai border that the heavy 

casualties may trigger revenge 
Jing incursions in 
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resignation after bei: 
sidetit Ferdinand моо _ s 
reportedly suggesting that Mar 
been seriously Ш (12 Dec. 





Prosecutors indicted 17 students f 
lowing a sit-in at the headquarters of 
ruling Democratic Justice Party, we 
por ted bs 4 Pee). 


SRI LANK 
Nine policemen ` were killed when 1 
separatists blew up a police velie] | 
a governmeni state. 








ment said (18 Dee). 
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И REGIONAL AFFAIRS БА 
Thatcher emphasises the SAR’s global role as the deal is signed 


The world is witness 


By Mary Lee in Peking and Emily Lau in Hongkong 





after British Prime Minister 

Margaret Thatcher put her signa- 
ture to the Sino-British joint declara- 
tion on the future of Hongkong she 
went to some lengths to spell out the 
rights and freedoms which China has 
guaranteed the people of Hongkong 
after it regains sovereignty in 1997 — a 
fairly pointed reminder, it seemed, 
that she holds those guarantees to be of 
the utmost importance. 

With the signing, which took place 
on 19 December in the Great Hall of 
the People with Chinese Premier Zhao 
Ziyang signing on behalf of his coun- 
try, Britain has officially begun the 
process of handing Hongkong back to 
China. The joint declaration will come 
into force before 30 June 1985, after 
ratification by both countries. The 
signing was attended by China's sup- 
reme leader Deng Xiaoping and Presi- 
dent Li Xiannian. 

In her speech, Thatcher made the 
point that the agreement had received 
the support not only of the people of 
Hongkong but also of the world com- 
munity. It had been widely praised by 
other governments and held up by the 
secretary-general of the United Na- 
tions as an example for other countries 
with difficult international problems. 

International goodwill and support, 
Thatcher said, would be vital for 
Hongkong in the future. The joint dec- 
laration allowed Hongkong 
"to continue to decide its 
own economic, financial and 
trade policies and to partici- 
pate as appropriate in inter- 
national organisations and 
agreements. " 

Zhao said that the accord 
laid a solid foundation for 
the long-term prosperity 
and stability of Hongkong. 
"The Chinese Government 
will continue to work with 
the British Government in a 
spirit of goodwill and coope- 
ration and strive to realise 
this goal," he said. 

Earlier, Thatcher and 
Zhao had discussed the issue 
of the basic law, the mini- 
constitution that will govern 
the Hongkong Special Ad- 
ministrative Region (SAR) 
after 1997. Zhao said draft- 
ing would begin at the third 
session of the Sixth National 
People’s Congress, due to be 


10 


T he ceremony was a formality. But 


Thatcher and Zhao sign in Peking: now, down to business. 


held around the middle of next year, 
and the process should be completed 
by 1990. He also called on the Hong- 
kong people to participate actively in 
political affairs. 

But there was also no allusion to the 
doubts over certain points in the joint 
declaration which have raised concern 
in Hongkong — such as the question of 
stationing People’s Liberation Army 
troops in Hongkong after 1997. 

It was Thatcher's show, staged with 
the willing cooperation of the Chinese 
this time, and sticky points were swept 
aside by mutual agreement. Hongkong 
itself was represented at the signing 
ceremony by 101 invitees — a group 
described by one British official as a 
“balanced and representative” cross- 
section of the community. 

But some people were conspicuous 
by their absence. Although Governor 
Sir Edward Youde attended in his ca- 
pacity as a member of the British 
negotiating team, none of the Hong- 
kong Government's top three officials 
— chief secretary, financial secretary 
and attorney-general — was present. 
Neither was prominent Executive 


Councillor Lydia Dunn who, though 
invited, stayed in Hongkong to give a 
press conference in her capacity of 
chairman of the Trade Development 
Council. 

Nor was Executive Councillor Lo 
Tak-shing, a lawyer, who is unhappy 


with the agreement and has set up a 
company to help people leave Hong- 
kong. Others who declined the invita- 
tion were Simon Keswick, chairman of 
Jardine Matheson, David Li of the 
Bank of East Asia and Rayson Huang, 
vice-chancellor of Hongkong Univer- 
sity. 

In the past few months, there had 


| been persistent reports that Thatcher 


a 





herself did not want to go to Peking be- 
cause of her unpleasant experience 
two years ago, when she irritated the 
Chinese by proclaiming the inviolabil- 
ity of the treaties under which Hong- 
kong came under British control, and 
claimed moral responsibility for the 
welfare of the Hongkong people. 

However, advisers suggested that 
her signature would give the accord 
added weight. And the generally 
favourable reception the draft agree- 
ment received made it apparent that 
there was political mileage for 
Thatcher in associating herself with 
what some would regard as a foreign- 
policy triumph. 


in Peking, there was speculation 

that she would use the occasion to 
discuss Sino-British trade links, and 
might even sign some contracts as well 
as the joint declaration. Hongkong of- 
ficials advised her strongly against 
doing so, as that might suggest to the 


S hortly before Thatcher's arrival 
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people of Hongkong that oe ih 
sacrificed the territory's- 
economic gain. 
In her дап drapp o went no 






China' s mode ton programme. 


“We in Britain can make an enormous | 


contribution to helping you build a 
strong and prosperous China," she 
said. — | 
But Thatcher. and Zhao. did discuss 
Wi s of further de veloping Sino-Bri- 






| is of oil, coal and. aerospace. 
also acci 











red. British. economic and trade 
gation will visit 


ng early in the | 
year. Meanwhile, Bri- One of 
tish sources вау 














Thatcher told. Zhao 
that Queen Elizabeth 
might visit China in 
1986.. 

` As far as London and 
Peking are concerned, 
the signing of the joint 
declaration settles once 
and for all the Hong- 
kong problem, which, 
as Deng put it, has cast 
shadows over Sino-British relations. 
. The atmosphere 


markedly warmer than that in Sep- | 
tember 1982. Then, her remark that she | 


was not able to trust people who did | 


| 


not abide by one international agree- 
ment to stick to future agreements pro- 
voked the Chinese into launching a 
heavy propaganda barrage, seriously 
undermining confidence in Hongkong. 

.. This time, however, she was de- 
scribed by Ke Hua, China's former am- 


d bassador to Britain, not only as “ап old. 


D friend of China's" but as "Britain's 
first woman prime minister, who will 


-= go down in history as the leader who 
je ended Britain’s colonial control in the. " 





i SAR: _Hongkon; 


` basic law and that the end product bey 


acceptable to them. 


Conflicting statements by Chinese : 
officials have exacerbated Hongkong’s. 


concern. The statements have given 
rise to anxieties in some quarters that. 
China may decide to draft the basic 


law without consulting or involving ; 


| Hongkong. people, post га 


jid-1985, апа. а high- 





the gifts British. (- 
Prime Minister Margaret. |. 
| Thatcher will receive during 
. her visit to Hongkong after 
. the signing of the Sino-Bri- / 
tish agreement on. the terri- 

tory’s future is a schoolgirl’s 
drawing of a rabbit watch- 
ing a cat eating a fish. 


surrounding | They incl ide: the basic. la 
Thatcher's latest visit to China was | al 


. Stability in the territory. 


stitution for the e qe : Hong! ong I 2n ‚18 
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magazine 











o usually - reliable 
Apro-Peking 
Hongkong 

` monthly Wide 

Angle acknowl- 
edged that, des- 
pite the general 
acceptance of the 
joint declaration, 
Hongkong people 
are still anxious 

about many issues yet to be resolved. 

get H ng- 

















gnition. of ты 

; the possible stationing 
of People’s s Liberation Army troops in 
Hongkong and local conscription; the 
brain-dr during thé run-up to 1997 
when Peking reasserts | Sovereignty, 
and how to preserve prosperity and 


On the drafting of the basic law, the 
said Hongkong people 








die New Territc ories was ased to Bri- 
tain for 99 years. i. : 
1941-45: Jap апезе occupation of 
Hongkong during. World War H. . 
1945: Britain resumed control of the 
colony. т 
1982: British. "rin i 
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would participate. R saia 
National People's Congre 
meets in March 1985, it v 
appoint a Hongkong SAH b 










of 40-50 people, with at leas 
Hongkong. They will inclu 
businessmen, industrialists 
local members of the NPC 
Chinese People's Political $ 
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consisting с C 
ent classes, wr 
kong. A proposal may be n 
NPC in March to give the сот 
semi-legal status, it said. | 
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t British. Fo 
у Sir- Сес еу Howe tole 
icine feet that it was unre 
“xpect British administration to ¢ 
tinue in Hongkong after 1997. 

A August 1984: Howe revealed « 
lines of the joint declaration to He 
96 September 1984: Sino-Briti 
joint declaration initialled in Peking. | 
19 December 1984: Sino- British 
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3 id V. G. Kulkarni in Singapore 

29 y 12 December, the nomination day 
ыў for the 22 December general elec- 
ion, Singapore’s ruling People’s Ac- 
ion Party (PAP) already had retained 
0 of the 79 seats in the house — a mere 
0 short of a simply majority — be- 
ause those candidates were unop- 
оѕеа. 
Pointing to the fact that the орроѕі- 
ion parties were fieldings 51 candi- 
S, 
ong declared that it showed Singa- 
was а free society. This is a point 
universally accepted by the oppo- 
i, however. A major campaign 
it for them has been that the mere 
ig of. a ballot once every few years 
т the thorough control the PAP 
ment exercises over the lives of 
Ва oreans — does not make a free 





Stung by such criticism, PAP leaders 
ave hinted recently that the controls 
1ay be relaxed in the future when 
1igapore "matures as a society." 
ith the PAP set to retain power, the 
redibility of the official assurances 
could determine the number of seats 
he opposition can capture. 
Leading the list of the aE 
andidates was Prime Mir ister z 
Kuan Yew, fol | 
ministers: Second "Dupuy. 25 
Minister S. Rajaratnam, Law Minister 
№. Barker, Home Minister Chua 
n Chin, Environment Minister Ong 
ang Boon, Minister without Portfolio 
Teng Cheong and Communica- 
s Minister Yeo Ning Hong. 
Aning up for the opposition are 15 
ididates from the Workers’ Party 
13 from the Singapore United 
eight from the United People's 








Democratic Party (SDP) and 
san Sosialis апа seven others 


ice Party, one from Singapore 
ay National Organisation, one 
m the Islamic Movement and three 
ependents). 
The good news for ‘the opposition 
as that there would only be two 













1 votes could be split. utsoon after 


playing a sp 
| that the WP was his enemy sec- 
d only to the PAP. The UPF is not 
biding by the opposition pact in the 
ua Chu Kang constituency and is 








PAP chairman Ong Teng 


ade up of two from the Singapore 


ulti-cornered contests where opposi-. 


putting up its own man against the. 
P and the WP. The other threezcor- 


PF), four each from the Singa- ` 











nered contest will Бе at pais Panjang 
where the WP and PAP face the lone 
contestant from the Islamic Move- 
ment. | 

Apart from internal divisions and 
the onslaught of the formidable PAP 
machine, the opposition has also faced 
an adversary in the government-influ- 
enced local press which has rarely 
given a fair break to anti-PAP political 
views. Opposition politicians have 


complained that readers’ letters taking - 


an anti-PAP stance have те any 


о that coverage of PAP e events 


are usually upbeat in tone, while the 
few items relating to the opposition are. 


usually unflattering, 


Ignoring the basic thrust of the: op- 


position's criticism, the PAP has made 
ample use of what can be called 
favourable developments, as most gov- 
ernments do at election. time. Coincid- 


ing with the election campaign, Tm 


ernment departments have been busy | 
announcing plans for increased expen- | 


diture on housing, utilities, and other | 
infrastructural projects. _ 

As the value of property is very close 
to the hearts of money-conscious Sin- 


 gaporeans, it has been an advantage to 
the government that some members of 
the local business establishment =~. 


whether coincidentally or not — have 


taken an optimistic public position on | 
the property market, despite `іпаі- | 


cations of a continued slump. 
Property magnate Ng Teng: Fong, 


who has extensive holdings in the pre- | 


-_stigious Orchard Road tourist district, 


announced on 15 .December that. he 
was bullish on property and was going 
to raise the rents of some of his com- 
mercial properties, a development 


which surprised some analysts. It was 


_also announced that a chunk of unde- 
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veloped land in the tourist district — 








| 
| 
| 
| 
d 
| 
| 
| 
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4% real growth compounded annually. 
іп the local economy until the end of 


the announcement óf the aucti n by 
the association and'the Urban Кейе- 
velopment Authority (URA) close to 
the general election was fortunate for 
the ruling party. 

Topping off these developments was 
the release of a PAP document which 
put forward a grandiose vision of 
Singapore's future, suitably labelled 
Agenda for Action in the Year 1999. The 
broad outlines of this agenda — in ef- 
fect the PAP's election manifesto, and 
promptly dubbed "pie in the sky" by 





| the opposition — are: | 
|» By 1999, Singapore will be a de- 


veloped city-state with a per-capita 
income of: today’ s Switzerland, mean- 
ing better than the present standard of 
living inthe United States or Japan. 
The assumption is that there will bea 









the century, whatever the vagaries of 


the international economy on which 


the Singapore economy is dependent. 


» A virtually new city called Marina 
Bay, south of the present financial dis- 


trict around Shenton Way is to be built 
on reclaimed land. Two architects — 
. American I. M. Pei 
and Japanese 
Kenzo Tange -— 
have. drawn two 
different models 
for this new area 
w icho will form 












P "downtown" area 

of the future 
^ Singapore, com- 
— | plete with “tree- 
ү lined promenades, 

-restful plazas апа 
| lagoons for plea- 

sure craft." The 
agenda appears to 
assume the new city to be a reality in 
1999, but government architects con- 
cede that a lot of land is yet to be re- 
claimed. and say building work may 
not start before the end of the century. 





hough the Sine by Pei and Tange 
have been with the government for 
nearly a year, they were only unveiled 
on 15 December, at a press conference 
by Liu Thai Kher, a member of the 
URA and the head of the Housing and 


| n ا‎ TT ~ tim- 





tions f T gs costs. and i in- 
come levels are tacking and Liu would 
only envisage that 90% of all Singapo- 
reans could live in HDB flats by 1999. 
» The agenda also visualises a culti- - 
| vated society of Singaporeans who, by 
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comforts. There are other items such as 
a stimulating environment in the uni- 
versities, and Singapore becoming a 
fun place to live and a society of com- 
passion and caring. Ironically, “a car- 
ing society” is the WP’s current slogan. 
How the PAP will create a caring so- 
ciety unless its rigid social engineering 
undergoes some drastic changes is the 
question many have already asked. 

It is not inconceivable that the PAP 
could loosen its hold on everyday life if 
forced by a strong political opposition. 
The turning point could well be how 
the opposition fares at this month's 
election. The PAP are hoping to cap- 
ture all seats but have conceded that 
they might face problems in two or 
three constituencies. 

Crucial among these is the Anson 
seat where WP's secretary -general, J. B. 
Jeyaretnam, is seeking re-election. 
Another opposition possibility is the 
Potong Pasir constituency where SDP 
chief Chiam See Tong faces one of the 
PAP's new and untried technocrat 
candidates, civil servant Mah Bow 
Tan. 

While the PAP has put in a lot of ef- 
fort in these two areas, the opposition 
leaders have expressed their confi- 
dence in winning. In general, opposi- 
tion rallies this time have been better 
organised than those during the 1980 
election. The WP and SDP rallies have 
attracted several hundred people each 
time. Even the SDP's pre-election dis- 
cussion forums, held in a local hotel, 
had more than 100 participants argu- 
ing over current issues such as educa- 
tion, graduate mothers and the Central 
Provident Fund. 

On 9 December, when Jeyaretnam 
visited several constituencies, at least 
500 people followed him most of the 
time. Many Singaporeans were im- 
pressed with the turnout and added 
that such large groups would have 
been unthinkable in the late 1970s. The 
supporters of the opposition come 
from all age groups and have a fair rep- 
resentation of the educated youth. Up- 
wardly mobile graduate professionals 
in Singapore generally shy away from 
politics. The PAP rallies, though better 
organised and better attended, with 
crowds numbering between 800 and 
1,000, lack the spontaneity of the op- 
position gatherings. 

In addition to Anson and Potong 
Pasir, the opposition could make 
strong showing in Telok Blangah — 
Jeyaretnam's former constituency — 
where the PAP's Koh Lam San, a 37- 
year-old doctor, faces WP's R. Muru- 
gason, a lawyer aged 59. Another 
constituency to watch would be Radin 
Mas where the PAP's Chang Hee Kok, 
35, confronts WP chairman Wong 
Hong Toy. However, such constituen- 
cies could swing either way by tiny 
margins of a few hundred votes each. 
The opposition's prospects thus hang 
in a balance to be decided by a few 
thousand votes in these selected con- 
stituencies. п 
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*WWuiveofsympathy ` 


Regionalism and caste loyalties seem to be overtaking 
Mrs Gandhi's murder as key to the Indian poll 


By Salamat Ali in New Delhi and Mohan Ram in Hyderabad 


TS ruling Congress (I) party's earlier 
expectation that the murder of late 


prime minister Indira Gandhi would 
sweep aside most other electoral issues 
and net it a massive five-year mandate, 
seems to have been a major miscalcula- 
tion. As the election campaign draws 
to a close, the electorate seems to be 
evaluating various issues and per- 
sonalities, ranging from those of na- 
tional through regional to purely local 
significance. 

The situation was best described by 
Prime Minister Rajiv Gandhi who, 
when asked if in his campaigning he 
had noticed a sympathy wave for Mrs 
Gandhi, replied: "There was in the be- 
ginning, but now people seem to be 
looking ahead to the future." 

But the future is what Gandhi and 
the opposition parties view diver- 
gently. His party is still attempting to 
convert the poll into a plebiscite on the 
issues of threat to national integrity 





from within and outside, and the need 
for a strong, politically stable and all- 
powerful central government. 

Most of the opposition parties, how- 
ever, are calling for greater decentrali- 
sation of power and a coalition govern- 
ment in New Delhi representing vari- 
ous regional interests. Congress (1) 
supporters concede that widespread 
social and economic discontent has 
fuelled the demand for a change. But 
they argue that the most credible agent 
of change seems to be the young prime 
minister. According to them, a vote for 
the ruling party right now is a vote for 
a change. 

The opposition parties counter that 
Gandhi's government has no fresh ap- 
proach to the country's massive prob- 
lems and promises no more than à 
strengthening of the policies which are 


at the root of all the ills besetting India. 

The ruling party defends its per- 
formance stoutly. Aware that the coun- 
tryside accounts for almost 80% of the 
electoral college, Congress (I) candi- 
dates underscore the success of its ag- 
ricultural programme: foodgrain pro- 
duction has trebled since 1950; supply 
of subsidised fertiliser has more than 
doubled in the past two decades; 
facilities for irrigation have almost 
trebled since 1955, and the agricul- 
tural credit this year has risen to Rs 45 
billion (US$3.75 billion). The election 
pitch ends with the punchline: “Only 
the Congress [I] can keep your plate 
full,” 

Charan Singh, who was prime minis- 
ter for two months in 1979 before Mrs 
Gandhi returned to power in 1980, 
makes his own appeal to national pride 
at election rallies in the rural areas of 
the Hindi heartland. When Mrs Gan- 
dhi first came to power, Charan Singh 
tells his audience, India ranked 85th 
among 125 countries with a population 
of 10 million or more. Now it has fallen 
to number 125. 

Moreover, unemployment totalled 
10.2 million when the Janata govern- 
ment left power in 1980, compared to 
20.2 million right now. Nor is that the 
end to his indictment of Congress (I)'s 
record. As much as 60% of the coun- 
try's population does not have any- 
thing that can be classified as houses 
by any definition; thousands give birth 
on the pavement in India's major cities. 

In Bombay alone, 4.5 million people 
live either on the streets or in shanties, 
incapable of providing minimum pro- 
tection against the weather. Moreover, 
he says, rampant malnutrition has 
forced the army to lower its physical 
recruitment standards. India's general 
deterioration is illustrated by the sim- 
ple fact that today 72% of the country's 
population depends on farming, com- 
pared to 50% under British rule. 

"People like Nehru, Indira and Rajiv 
who never saw the countryside and 
cannot tell a black cow from a buffalo 
can neither understand your problems 
nor have a feel for you," Charan Singh 
says. "India's problems would never be 
solved unless the countryside rules 
New Delhi." 

But even this simple approach seems 
too complicated for the farmers in the 
Hindi heartland where a wide swathe 
of the peasantry already looks upon 
Charan Singh as their messiah, regard- 
less of his message. They are even in- 
capable of pronouncing the English 
abbreviation, DKMP, of Charan 
Singh's Delit Kisan Mazdoor Party, in- 
stead dubbing his party “Damakya.” 
“He is absolutely right and I shall vote 
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гапа rather than the positions 
liticians. take on national issues, 
hough all. parties: are appealing 
he electorate to rise above. caste- 


ut the ruling Congres: D nit a 
„advantage in this complicated 
' of caste and communal alliances 
the village level, due to the multi- 
licity of the opposition candidates. 
ost efforts to ensure a straight one- 
е contest between candidates of 
ruling party and the opposition 
e.failed in the Hindi heartland, 
ig ү efforts continue at the last mi- 
‘to retire opposition candidates 
idered relatively weak to enable 
ongest opposition contestant to 
he anti-Con gress (I) votes. 

















he Hindi heartland accounts for 
e majority of the Indian electo- 
but the opposition does not expect 
о yield Congress (I) many more seats 
han in 1980. Gujarat, Maharashtra 
nd Orissa gave the ruling party more 
han 90% of their seats in the last elec- 


fflicted by infighting and revolts in 
these three important поп-Ніпаі 
peaking states, where the opposition 
has achieved a great measure of unity. 
Moreover, eastern India is expected to 
give the Communist Party of India- 
Marxist a clear majority as it did in 
1980. | 

. This makes the vote in the southern 
tates of Tamil Nadu, Karnataka, 
ndhra Pradesh and Kerala crucial. 
short of an unexpected landslide, 
here seems little chance of the Con- 
ass (I) retaining 95 of the 130 seats it 
in 1980 from these four southern 
tates. This makes it less likely the 
ngress (I) will return to power with 





l going parliament. 


re majority, as it did in 1967, de- 
nds on how it fares in the south, 
re the dominant regional party in 
ach of the four states has taken the 
ead to unite the opposition. Moreover, 
he south is the only region where Con- 
ress (I) has sought electoral alliances 
nd is not contesting all the seats. The 
oter in the south seems unimpressed 
he Congress (I)'s central campaign 





npathy for Mrs Gandhi, the chal- 
enges to the central government pre- 
ented by turmoil in Assam, Punjab 
d Kashmir which seem remote to the 
outhern voters. Instead, the south sees 
“point in the opposition demand for 


tities. 


n. But the Congress (I) is now 


two-thirds majority it enjoys in the 


even whether it keiuni with a 


sues of the threat to India’s integrity, | 





| 


reater state autonomy as vehicles for | 
political assertion of regional iden- | 





on various criteria such as the victims' 





By Salamat Ali in New Delhi 
A‘ the death toll from the world's 


gas leak at hion Carbide’ Bhopal 
pesticide plant — continues to mount, 
with disaster victims still being 
claimed by the effects of the killer 
methyl isocyanate (MIC) whieh seeped 


. over the town during the night of 3 De- 


cember, attention has turned to the 
long-term medical and legal implica- 
tions of the tragedy. 

Although thethousands who fled the 
Madhya Pradesh state capital during 
the néutralisation of the remaining 
MIC stocks have begun to trickle back, 
nobody knows how many of those who 
first came into contact with the deadly 
gas may still be at risk. The official 
death count by 15 December was 1,345, 


though unofficial estimates run twice | 


as high. 

Leading medical experts — - both In- 
dian and foreign =- are unsure wh: 
fects the gas may have on its surviving 
victims over months or years to come. 
Pulmonary specialist Hans Weill, 
brought in by Union Carbide from the 





United States, told reporters that MIC 


attacked the lungs and produced 
secondary effects on vital organs such 
as the heart, kidney and liver, but that 


no one could say with confidence what | 


the future held for the living victims 


because there was hardly any informa- | 


tion available on the long-term effects 
of MIC. | 

As far as the legal situation is con- 
cerned, there is no statutory body in 
India to determine where fault lies in 
an industrial accident. The Madhya 
Pradesh state government has ordered 
a judicial inquiry into the Bhopal acci- 
dent, but under existing law the report 
of this inquiry would have no legal 
force in apportioning blame. 

The report, however, could form the 
basis for criminal proceedings or a 
claim for damages: 

Under Indian law, an industry, kour 
ever hazardous its operation, is not ob- 
liged to buy insurance either for its 
own employees or to cover the risk 
posed to any third EUR as motor 
vehicle owners are. 


EP 


for paying j compensation for accident: 


| al death or injury of employees. Other | ti 
victims of industrial or other accidents | tt 


can claim damages only through the 


` law of torts. 


According to Soli J.Sorabjee, a {ор 
Supreme Court advocate, the law of 
torts determines compensation based 


; | How many fı more victims might the Bhopal g 
. claim, and how will кашкын be decided? 


еы eminem BERNAL OSAMA ie ate Te metire arne у ter apap AHR te ае лень Sud a ele eere rm eue ya a popa nA OHARA n eet etra i a d HN ARYAN Mn тла дацкая aaah mtna, 


as disaster - 





age, life expectancy, income, earning 
Capacity and injury.to this capacity 
due to the accident. According to 
Sorabjee, because the Bhopal tragedy 
is on such an unprecedented scale, the 
courts are likely £6 view claims: for 
compensation with sympathy and 
might be liberal in awarding damages 
Or compensationdf zegligence is estab- 
lished. — | 

Indian lawyers agree that in the past, 
all cases of compensation claimed from 
foreign-owned. со ies have been 
settled by Indian courts under Indian 
laws. They never considered what the 
compensation could. be in the home 
country of. the foreign- owned com- 
pany. Most lawyers also agree that, in 
awarding; damages Indian courts are 
| al as their Euro- 























: ce "und Industries 
(FICCI), the courts normally are realis- 
tic in fixing compensation and take 
into account the paying capacity of the 
party sued, the degree of its culpability 
and the cireumstances of the victim. 


F the case of limited companies, the 
local law cannot assess their liability 
beyond their resources in India. Hence, 
since neither the Indian law nor the as- 
sets of Union Carbide India hold much 
promise of adequate compensation for 
the large number of victims, their main 
hope lies in legal action in the US 
against the parent company, Union 
Carbide Corp. The claims filed in US 
courts through various suits against 
Union Carbide on behalf of the Bhopal 
victims now total as much as US$80 
billion. But the state g 
been silent so far on whether it intends 
to file a suit in the US, though. local 
lawyers believe it willdo so: 

K. V. Rathee, a Supreme Court law- 
yer who specialises in punitive dam- 
ages, suggests that the Madhya 
Pradesh state government, in conjunc- 
tion with the Indian Government, 
should initiate action in the US, but 
says it should not accept the services of 
any of the large number of American 









| lawyers who have arrived to solicit 


custom in ms ope d of netting a con- 
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that the arrest of Warren Anderson, 
chairman of Union Carbide Corp., and 
of the Indian company’s chairman 
Keshub Mahendra and managing di- 
rectory V. P. Gokhale, was totally un- 
warranted, for they were not the exe- 
cutive officers of the company. 

Chief Minister of Karnataka 
Ramakrishna Hegde argued that if 
these company officers could be held 
guilty, the home minister and home 
secretary of India should be arrested 
for former prime minister Indira Gan- 
dhi's assassination by two policemen. 

No one expects a quick settlement of 
the complicated issues of who was at 
fault and what ought bea fair compen- 
sation to all the victims. But local busi- 
ness circles expect some immediate 
fall-out. FICCI secretary-general Pai 
Panandiker told the REVIEW: "The gov- 
ernment is bound to lay more stress on 
upgrading safety measures and their 
better implementation. It is sure to 
show more concern for environmental 
safety. But the Bhopal tragedy was a 
rare accident and for that reason I do 
not see the government going over- 
board and being less sympathetic than 
before to the problems of the indus- 
tries. 

"Whatever safety measures may be 
insisted upon would be for all plants 
irrespective of who owns them. There 
cannot be different sets of precautions 
for Indian-owned and foreign-owned 
plants. Hence I do not see that those 
foreign firms which are seeking equity 
participation in the prescribed areas 
would give up interest merely because 
a foreign-owned plant had an accident 
and the government consequently 
stepped up safety precautions.” 


» Robert Manning writes from Washing- 
ton: There are precedents in regard to 
victims of the operations of American 
firms abroad being compensated in the 
US, but they are on both sides of the ar- 
gument. In a 1982 case, the US Su- 
preme Court ruled that the US interest 
in an air crash in Scotland, involving a 
US-made aircraft, was "simply not 
sufficient to justify the enormous com- 
mitment of judicial time." 

More recently, there was an India- 
related case in 1983: a Boeing-made 
Air-India jet crashed and the court 
ruled that civil suits could be filed in 
US courts. Another recent case in- 
volved the US firm A. H. Robins, which 
manufactures the Dalkon Shield intra- 
uterine contraceptive. In late Novem- 
ber, the US Federal District Court 
in Maryland ruled that five Aus- 
tralian women could sue the firm in US 
courts, though the damages were in- 
curred in Sydney. 

Ultimately, according to both the US 
Justice Department attorneys and 
those representing the Bhopal victims, 
the decision as to whether cases can be 
heard in US courts is up to the judge or 
judges involved. Union Carbide is 
seeking to distance itself from Union 
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yae india. and what а 
de ed as “a real threshold ,ques- 
tion” is whether the venue of judgment 
will be in the US or India. " 

There are several possible criteria. А 
judge could decide that adequate relief 
is not likely in Indian courts, and allow 
the case to be heard in the US on that 
basis. Both the cost of filing fees in 
India, which could not be afforded by 
most victims, and the issue of liability 
of the parent company may also be is- 
sues in deciding the venue. 

John P. Coale, a Washington attor- 
ney who represents both the city of 
Bhopal and some 20,000 individual 
clients, told the REVIEW that because 
“Union Carbide here made the. deci- 
sions regarding the building, the de- 
sign of the plant, the safety procedures 
and the maintenance procedures, they 
are culpable.” He added: “This is not a 
question of extra-territoriality." 

Two other claims, including that filed 
by attorney Melvin Belli, are against 
the parent company. Belli's suit charges 
that Union Carbide acted “wilfully and 





wantonly" in disregard for the safety 
of Bhopal residents. It says that even 
though the Bhopal plant was identical 
to Union Carbide's plant in West Vir- 
ginia (though some 10 times smaller), it 
did not have a computerised data-re- 
trieval system, which acts as a sort of 
early-warning system. 

Under US law, strict liability 
applies. This means that if any of the 
cases are tried under US jurisdiction, 
the plaintiffs do not have to prove neg- 
ligence by the US company, but only 
that dangerous substances were 
spewed into the air causing death and 
injury. Both a US Justice Department 
attorney and Coale told the REVIEW 
that if the courts decide to allow the 
cases to be tried in a US court it places 
the notion of limited liability in 
jeopardy, and this is the most explosive 
impact the Bhopal case may have for 
US firms operating overseas. 

A US Justice Department official 
said: "The magnitude of this massive 
tort case goes beyond insurance to ac- 
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ns seriously to 
re-examine their opeřations and expo- 
sures overseas." -Coale said: “The 
courts don’t care about parents and 
subsidiaries, they care about damages. 
How it is décided cóffld have а drama- 
tic impact’on US"mitiltinationals and 
how they operate abroad.” 

US officials emphasise that the 
Bhopal case raises questions that have 
not really been tested yet in US courts. 
There are US laws, for example, re- 
garding the export of hazardous sub- 
stances, but not for safety standards of 
US firms operating. overseas. “Опсе 
you decide that US firms have to re- 
spect US standards. when operating 
abroad, you really, change the whole 
ball-game,” said one official. 

Several attorneys, representing the 
Bhopal victims said that the Bhopal 
suits could change the behaviour of US 
firms abroad, as well as tighten safety 
standards for US firms operating over- 
seas. One said: “The issue goes beyond 
compensation for the victims, it goes to 
the heart of how US multinationals 
operate outside the US.” 


~ a0 Ios КЕ 
- he * 
$ ATI 


» Review industrial correspondent Paul 
Sillitoe writes: That US lawyers such as 
Belli have chosen à class-action ap- 
proach to a tort case to attempt to ex- 
tract compensation from Union Car- 
bide in the US is viewed as significant. 
Arguing a duty of strict liability and 
representing a large group of plaintiffs 
in effect as a body, such suits aim to 
show that injury — whether physical 
or financial — arose from a single, 
clearly identifiable cause. This “mass” 
approach, in the past, has resulted in 
very large settlements out of court. But 
it is relatively rare in tort cases where, 
typically, many subsidiary causes may 
need to be taken into account. 

In the Union Carbide cases, the 
theory to support US courts' jurisdic- 
tion over Union Carbide would have to 
be the parent company's failure to pro- 
vide adequately for the safety of its In- 
dian plant, rather than questions of 
what Indian managers in Bhopal might 
or might not have done (which is a mat- 
ter for Indian courts). In the case of the 
Bhopal suits, lawyers say that if this 
pivotal question of failure on the Amer- 
ican parent's part is.resolved in the 
plaintiffs’ favour, then compensation 
will become a key issue for Union Car- 
bide. Under US law, compensation 
payable to survivors of a deceased per- 
son may reflect that person's earning 
power. But in the case of injury, it is 
thought that compensation would 
have to be assessed at US levels. 

Clearly, then, if just one or two of the 
suits pending against Union Carbide 
were successful, the stakes could rise 
to many times the US$1.8 million set- 
tlement fund initially established by 
the US company. Pressure would then 
be brought to bear for an early settle- 
ment, the lawyers' argument being the 
very survival of the company. п 
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| To be successful today, you not only vli to inde what 
you’ re doing. You also need to know what the people around you 
are doing. Which isn’t always easy. Unless you have a Smart Desk 
| from IBM. 
` Because The IBM Smart Desk is any desk with an IBM 
з computer c or terminal on it. Our Personal Computer for v— | 
E өп give you plenty of powerful connections. 
-Tt can connect you to customer files, inventory levels, | 
ү prod xluction status, the text of a letter confirming an order, let you do 
: spread sheet analysis and keep track of your personal notes. 
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your office. 
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Our famous service Sand support network is behi 
So call IBM today and get cool, get calm, 
et connected. But above all, get smart. 





Fly at full stretch! 


` Now jet your way, cosy and comfortable, in one of our 
new stretched first class seats — the sleeperettes of 
Kuwait Airways on Boeing 747s will get you fresh to 
your destination. 
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è DESPITE our cover story (1 Nov.) 
on the moves Japan is making to open 
up Tokyo as a financial centre and to 
liberalise the yen, and despite the in- 
tensity of the debate about what 





further moves should be made and at 


what speed going on in Japanese fi- 
nancial circles, I 


Tokyo does much more than is neces- 


I have a gut feeling 
that it will be many years before 








sary to relieve the pressure to. 


liberalise being exerted by Washing- 
ton and the United States es banking in- 
dustry.. 
Recently 








| саши x Ad by interest rates. 


The liberalisation of the yen and the 
Tokyo capital market was a natural | 


and inevitable result of Japan’s eco- 
nomic growth. 


` Japanese industry had staged its | 


, гесоуегу and expansion during the 


1960s and 1970s with its major indus- 


tries very highly geared, in deep debt 
to the banks. Today, however, most 


large industrial concerns were highly | !* 


liquid, with cash flows enabling them 
largely to fund their reinvestment 
and expansion programmes. 


| take over. 


i veia, n the price of | 


It was thus timely for Tokyo to | 


open up — but in discussing concrete 


measures and the role foreign banks 


could play within Japan, he did not 
mention deposit taking or retail 


banking, commercial or merchant 
banking. He spoke at some length on 


the necessity of freeing the short- | 


term inter-bank (banking accept- 


ances) market and various other 
specific if narrow areas which hardly 
adumbrated Tokyo beginning to rival 


London, New York or Hongkong as a. 


capital market or the yen as a reserve 
currency of international settlement. 


Asked about Japan's сиггепі-ас- 
count deficit, the banker spoke solely - 
of the US dollar and the necessity to. 
wait for interest rates to fall gradu- 
ally enough so as to achieve a “soft. 


landing." He did not refer to his | 
opening remark that interest rates 


decide the price of the commodity of. 
money and the possibility of Japan- 


ese interest rates coming more into 
line with other major currencies — 
surely an inevitable process if the yen 
is to be internationalised. 


€ JAPAN has prospered (and achiev- | 4. 
ed the world's highest savings ratios) th T 
with low interest rates. While the |. 
now comparatively low-geared large | 


companies would survive, any at- 
tempt to raise the price of the yen 
would deal a body blow to Japan's 
small and medium-sized industries. 
So, while the Japanese banking 
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пої benee: that í Tokyo is going to 
throw its doors wide open. 

I return to my theory that one of the 
main reasons Japan has publicly and 
privately expressed its desire that 
Hongkong should go on functioning 


as a financial centre along present 


lines is that its disappearance would 
present Japan’s bankers with the 
choice between Singapore (where the 
activities of foreign banks are regu- 
lated and monitored in an environ- 
ment they consider as stifling) and 
the prospect of Tokyo being forced to | 
he role as the Pacific 
ed s major finance centre. 

e NEVERTHELESS a couple of en- 
terprising. Ki apanese have been trying 
to. persuade gaijin residents of Tokyo 
to invest in gold with a series of 
Ју expressed circular let- | 
ters. Same. months ago, Jean-Claude 
Froidevaux received the following 
sales pitch: . 










Dear Sir, 


purchases the other day. Did you read 
so, how was it? You are in- 






concern about gold as compared with 
Japanese. Therefore I sent gold infor- 


mation to the foreigners living in 


Tokyo and environs such А you.. 
About 10 days later, I am very 
happy to receive some replies, Ac- 
cording to these replies, many people 
interested in gold are looking for- 
ward to know w best opportu- 
nity to buy is. Gue en? Yes. It is 
to buy at the bottom price and sell at 
the tóp. I think it's the best answer to 
get the real bottom. 
. Ah poor humanbeing! 
` Nobody knows the real bottom he- 
forehand 

~ Nobody calcis it exactly. 

It is impossible to say the real bot- 

tom but able to say the bottom range. 

 Evena prudential analyst think the 
bottom range of gold would he be- 
tween $360 and. $380 and I think 






analisis probably might be right. 


Today (Aug. 20) Gold in N. Y. Comex 
was quoted at $344. Н you have the 


plan for keeping gold for more than 






three years, I am sure recent prices | 


might also be opportunities. _ 


or write. | | 
Scincerely yours, - 3. ano 
A. P. Yoshiaki Tamate 


At the tim oft fn N 


1 sent you the information on gold 
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terested in gold ingot, arent you? I 
think foreign people have the special | 
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e A LUNCHTIME se Y 
cent Tokyo Symposium was addr 
ed by Foreign Minister Shintaro A 
who spent most of his speech describ 
ing the horror he had witnessed in 
starving Ethiopa during his гесеп 
trip to Africa — an unexpected sub- 
ject for an audierice largely made up 
of industrialists and bankers. Nor, 
given Japan's lukewarm reaction të 
earlier tragedies such as the Viet- 
namese boat people did it seem 
platform likely to improve Ab 
chances of fulfilling his ambition 
become prime minister. | 
Nevertheless, the plight 
Ethiopia is as emotive a subject int 
Japanese media as elsewhere in t 
West and the Foreign Ministry h 
ed its own Africa Aid Fund. 
one gesture, 80 parliamentarians do 
ated the price of their lunch to t 
fund and sat down to a “starvati 
lunch of bread, milk and riceballs. 
Unfortunately the Asahi Ере 
News headlined the story: 
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ation o Lunches” in тїшє next edition 
e THE Japanese diet (тезі 
the Japanese eat) has ch 
danse over r the past сощ 









food. container in себу ра the e lai 
which gave him the right to elain 







have participated in a “spor 
event," the "official" carrot g 
What this - ind-boggling non 


appa to mean is s that he has eater 











DIGGING CARROTS. MUDDY & MUD 
WASHING THEM, Cut EA А 

THE SOUP BOILING WELL HOT & HOT. 
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_ By Manik de Silva in Colombo 
M ri Lanka's President Junius Jaye- 
à wardene has begun the process of 
| trying to persuade his 15 million coun- 
- — trymen to accept a package of devolu- 
— tion proposals which he hopes will suc- 
ceed in ending the bloody ethnic strife 
— that has long plagued his island nation. 
— The package was presented to a con- 
— ference of political parties and lan- 
` guage and religious groups which, 
— since January, has been trying to work 
— out a political solution as troops and 
— police in the north battled Tamil 
| separatists, who have stepped up their 
_ guerilla activity to a level that has cost 
— more than 400 lives in the past four 
` weeks alone. 
| Jayewardene well understands the 
- difficulties he faces. The influential 
` Buddhist clergy, unhappy about the 
- new spurt of violence, stayed away 
- from the 14 December meeting of the 
| All-Party Conference (APC), as the Co- 
| lombo government has styled the 
- amity effort. The monks argue that the 
- present climate of bloodshed and vio- 
lence is hardly conducive to negotia- 
— tions and want the conference post- 
- poned until conditions normalise. 
- The Tamil United Liberation Front 
_ (TULF), representing Tamil opinion in 
- the north, is on record as saying "the 
_ present proposals will not satisfy the 
aspirations of the Tamil-speaking peo- 
| ple." The guerillas, who want nothing 
— Short of a separate Tamil state, are 
| hardly likely to be satisfied by the re- 
-. gional autonomy that is on offer. But 
— Jayewardene must press on with the 
— quest for an acceptable political solu- 
tion his country so desperately needs. 
The amity round table is in fact any- 
` thing but the all-party conference that 
Colombo has called it. Former prime 
minister Sirimavo  Bandaranaike's 
- major opposition Sri Lanka Freedom 
Party (SLFP) pulled out of the talks 
earlier this year and did not return. 
- Some of the other smaller political 
= parties are not participating either. 
— The guerillas, who have been re- 
— — peatedly offered an amnesty if they 
— would abandon violence, are not di- 
rectly represented, though TULF 
"hawks" are likely to reflect at least to 
some degree the thinking of the milit- 
ants. 
| The SLFP has not rejected the amity 
__ proposals out of hand. Some 24 hours 
after the package was presented at 
Colombo's Bandaranaike Memorial 
. . International Conference Hall, the 
| party's central committee considered 
the draft proposals and Mrs Ban- 


daranaike said that "the SLFP is 
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President Jayewardene presents detailed proposals to end 
communal strife — but their acceptance is far from certain 
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mindful about the need for a political 
solution.” 

But the SLFP stressed that in view of 
their far-reaching consequences for 
the country, adequate time for an in- 
depth study of the proposals and a full 
discussion must bs permitted. The 
SLFP also called for the ending of re- 
strictions on the press on reporting 
subjects covered by the APC. Jayewar- 
dene has agreed to this, but cautioned 
the media against incitement. 

Jayewardene explained that the 
peace package, reflecting the consen- 
sus of the majority of the APC partici- 
pants, was in essence the creation of "a 
form of participatory democracy, in- 
volving the people in systems of gov- 
ernment from the village to the sup- 
reme legislature — the parliament of a 
united Sri Lanka. " 

The four-tier system, he said, would 
comprise about 4,500 gramodaya 
madalayas (village councils) chosen 
from among the people's voluntary 
societies in the villages, around 250 
elected pradesheeya sabhas (area 
councils) covering the present ad- 
ministrative sub-units of assistant 
government agents’ divisions, 25 dis- 
trict councils, similar to the elected 
development councils that already 
exist, and inter-district authorities 
called provincial councils. | 

The provincial councils are a conces- 
sion to the Tamils, who have been press- 
ing hard for the linking of the predo- 
minantly Tamil Northern Province 
with the Eastern Province which has à 
population of Tamils, Muslims and 
Sinhalese. Such a linking will only be 
possible if the majority of voters in 
each of two or more administrative 
districts seeking such a connection 
favour it. 

Along with the units of devolution, 
the draft proposes a second chamber 
styled the Council of State. Fifty of its 
75 members will be the chairmen and 
vice-chairmen of the district councils. 
A further 18 members will be ap- 
pointed, two from each of the nine pro- 
vinces, from among those communities 
that are either unrepresented or in- 
adequately represented on the district 
councils. 

The seven remaining members will 
be the president's appointees. He will 
also have the power to appoint MPs or 
members of the Council of State as 
provincial or district ministers with 
executive functions. He may also ap- 
point a provincial chief minister likely 
to command the confidence of the pro- 
vincial councils. 
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evolve were being unveiled, relations 
between Sri Lanka and India had sunk 
to a new low. With the guerilla violence 
escalating in the past four weeks, and 
casualties inflicted by the separatists 
on the police and military provoking 
angry reprisals, Indian Prime Minister 
Rajiv Gandhi adopted his toughest 
stance so far on the Sri Lanka crisis. 
Although he has dismissed as 
“ridiculous” suggestions that an In- 
dian invasion was planned, Gandhi ac- 
cused Sri Lankan troops of "indis- 
criminate killings" and said that there 
had been "heavy losses of innocent 
lives in the north and the east." He 
added that Indian fishermen, too, had 
been under attack in the narrow Palk 
Strait separating the two countries. 
Colombo, embittered by the convic- 
tion that the northern terrorism has as- 
sumed its current frightening propor- 
tions because of the sympathy and sup- 
port the separatist guerillas receive 
from the Indian state of Tamil Nadu, 
18 miles across the water from the is- 
land's northern tip, responded angrily 
to the Indian prime minister's state- 
ment. Foreign Minister  Shahul 


Hameed expressed Sri Lanka's "regret 





and dismay" over the Gandhi state- 
ment, saying: "Its language, tone and 
substance can only encourage the ter- 
rorists and their supporters both in 
India and in Sri Lanka to further pur- 
sue their nefarious activities." 


ameed countered that the escala- 
tion of terrorist activity in recent 
weeks had required the security forces 
to take effective measures to defend 
life and property, to confront the ter- 
rorists where necessary, and also cap- 
ture and isolate them for interrogation. 
"The known strategy of the terrorists 
to engage the security forces in areas 
which are thickly inhabited or in pub- 
lic places where people congregate, has 
resulted in civilians also being injured 
or killed in the crossfire," he said. 
Colombo found it particularly gall- 
ing that India ignored the fact that the 
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Tamils living in ‘the predominantly 
Sinhalese south, and that the govern- 
ment's major success in the post-riot 
period was in containing this backlash 
against the Tamils. ' 

“As the government of Sri Lanka has 
repeatedly stated, these terrorist ac- 
tivities have been nurtured and con- 
trolled by terrorist organisations 
which have received facilities in In- 
dian territory,” an official statement 
said. “Terrorist leaders live openly in 
Tamil Nadu, make statements to the 
Indian press and are received by lead- 
ing Indian political personalities. 

“Terrorist leaders address public 
meetings and advocate the setting up 
of a separate state and are supported 
by some of the politicians, even in the 
Indian Parliament, making a standing 
mockery of New Delhi's repeated dec- 
laration of respect for Sri Lanka's sov- 
ereignty, unity, integrity and stability." 

Colombo believes that the Gandhi 
statement was, in part, simply election 
rhetoric. But, as a senior diplomat in 
the Foreign Office here told the 
REVIEW, it also reflected India's stra- 
tegy of getting a hardline statement 
out before Gen. Vernon Walters, Unit- 
ed States President Ronald Reagan's 





ambassador at large, who was in Co- 
lombo on 9-11 December discussing 
implications of the communal conflict 
and the mounting violence, reached 
New Delhi. 

Walters' visit to Sri Lanka was a 
triumph for Colombo's diplomacy and 
would clearly have been viewed with 
suspicion in New Delhi, especially in 
the light of the recent US statement de- 
ploring the escalation of Tamil guerilla 
attacks on civilian as well as govern- 
ment targets. 

Walters was sent to Colombo from 
Kinshasa in Zaire four days after the 
State Department in Washington had 
issued a statement saying: "We deplore 
these [guerilla] attacks as a serious and 
unwarranted challenge to the govern- 
ment of a practising democracy at a 
time when efforts are under way to ad- 


dress the legitimate aspirations of the 
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munity in Sri Lanka." The 
statement, oS E visit, pee 
hopes in Colombo of emer 

support, possibly in the shape t СК 
gently needed military hardware. But 
this was not to be. 

Walters went on to New Delhi from 
Colombo and there was no clear word 
on whether that visit had been ar- 
ranged before his arrival here. One 
knowledgeable source said that the 
ambassador had advised the US Em- 
bassy in New Delhi that he may be 
coming there before he reached Co- 
lombo. In the event; India said after his 
visit that Walters had agreed with New 
Delhi that there could be no military 
solution to Sri Lanka's ethnic crisis. 

All that the US itself said after the 
Walters visit was that Washington was 
providing "encouragement and sup- 
port" to Sri Lanka's democratic gov- 
ernment in response to the communal 
conflict here. Under-Secretary of 
State for Political Affairs Michael Ar- 
macost referred to the Walters visit to 
Colombo at the World Affairs Council 
in Philadelphia on 12 December, say- 
ing that the ambassador found Colom- 
bo “determined to achieve peaceful re- 
conciliation with the minority Tamils, 
to meet the reasonable demands of 
Tamils for some devolution of govern- 
ment authority to local bodies, and to 








counter the agreements of militant 


Tamil separatists.” 

It is clear that no superpower would 
willingly antagonise India by taking a 
stand over the Sri Lanka problem and 
Colombo had to be satisfied with 
Washington's soothing balm: " Ambas- 
sador Walters repeated our message of 
support and encouragement in this ef- 
fort and expressed our readiness to 
continue cooperating with our Sri 


‘Lankan friends.” 


Subsequent to the Walters visit, 
Jayewardene said that there was an 
impression abroad that the 1983 riots 
were an effort by the Sinhalese major- 
ity to eliminate the minority Tamils. 
He told his ruling United National 
Party's 30th convention on 15 De- 
cember that “the world and many 
friendly countries” today understood 
that this was not the case. 

Jayewardene, who said that some 
countries, which he did not identify, 
were giving Sri Lanka arms, ammuni- 
tion and modern military equipment, 
expressed confidence that if the peace 
package he had presented was ac- 
cepted, the terrorists would become 
isolated and terrorism would not last 
long. This implied that the message 
from abroad was that assistance will 
be made available to tackle residual 
terrorism if an acceptable political ar- 
rangement could be forged. 

Achieving that will remain Jayewar- 
dene's main priority in the months 
ahead. But the going will be rough and 
it is possible that the guerillas will try 
to do something spectacular before the 
Indian elections starting on 24 De- 
ecd п 
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Musa warns the MCA 4 
to settle its prolonged 
leadership dispute D 


By Suhaini Aznam д 
in Kuala Lumpur | 


he intervention of acting Prime 

Minister Datuk Musa Hitam inthe ~ 
prolonged leadership dispute within  — 
the Malaysian Chinese Association _ 
(MCA), the largest Chinese-based ` 
party in the ruling National Front co- 
alition, may signal the beginning of the 
end to the party infighting. 

After a visit to a radioactive-waste 
dump at Papan on 15 December, Musa _ 
suggested that the MCA might want to 
"opt out" of the front "temporarily" - 
until it had solved its internal prob- 1 
lems, but he stressed that this was nota 
"get-out notice." Musa is filling in for 
Prime Minister Datuk Seri Mahathir 
Mohamad, who is abroad. 

Given the style in which Malaysian 
politics is conducted, Musa's sugges- — 
tion can be interpreted as a warning 
that the nation's lead- | 
ers are running out of 
patience with the MCA. 
The MCA infighting 
has been dragging on 
for nine months, and 
mediation efforts by 
even the front's secret- 
ary-general, Ghafar 
Baba, have been to no 
avail. 

Musa's timing spark- 
ed speculation that 
concern within the 
United Malays Na- 
tional Organisation (Umno), the ruling | 
coalition’s dominant partner, over the 
split in its vital coalition partner stems  - 
from Umno's need to begin preparing - 
an effective election strategy for the 
next general election, which could be 
held as early as a year from now. 

Musa's mention of "the confidence 
of the Chinese community in the Na-  — 
tional Front" and the need for ап 
"MCA that is fully committed to the  - 
National Front" lends credence to the — 
speculation. 

Squabbling within the MCA came 
out in the open in March when then 
party vice-president Tan Koon Swan 
charged the acting party president, 
Housing Minister Datuk Neo Yee Pan, 
with connivance in padding the party's 
membership rolls with fictitious mem- 
bers, allegedly with a view to influenc- 
ing the party election. The charge, 
made publicly, led to the expulsion 
from the MCA of Tan and 13 others. 

Since then the two factions have en- 
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` among them was an extraordinary 
` general meeting organised by Tan in 
— A May to address the problem of “phan- 
tom" members on the party's roles — a 
meeting Neo promptly charged was in- 
valid. The validity question is now be- 
fore the courts. 

It is an open question as to which 
MCA faction will gain the most 
mileage from Musa's statements con- 
cerning the party's leadership split. 
The initial reaction of political score- 

keepers here gives the edge to Tan, who 
_ has pointed the finger at Neo as being 
— the “stumbling block" in party ne- 
-~ gotiations. 

— The tone of each faction's response 
Мо Musa's statement supports this 
= view. Neo rejected Musa's suggestion, 
— declaring that any “forced” solution 
_ was "no solution at all and may lead to 
— a bigger crisis later on.” 

An ally of Neo in the leadership 
struggle, Deputy Culture, Youth and 
— Sports Minister Datin Paduka Rose- 
— mary Chong, who heads the MCA's 
— women's wing, termed Musa's remark 
` “an uncalled for suggestion," and 
| Labour Minister Datuk Mak Hon Kam, 
— {Һе MCA's acting deputy president, 
` drew attention to the fact that the 
— MCA would end up as an opposition 
— group if forced to quit the ruling coali- 
AY tion. 

"Bn contrast, Tan called Musa's state 
— Mment merely a “ticking-off,” point- 
— jing out that his faction had private- 
ly conceded on all points in party 
- negotiations three weeks earlier, to the 
extent of agreeing to its relegation to 
_ the ranks of ordinary members. In ad- 
- dition, sources close to Tan said, Tan 
and 11 of his stalwarts had promised 
not to contest the presidency, though 
` the catch was that they could not 
guarantee that others would not do 
so. 

- Then, according to Tan, just as а 
— breakthrough seemed imminent, Neo 
introduced the new criterion that the 
expelled party members had to appeal 
to the party central committee for 
reinstatement — a stand Tan cannot 
accept as it would invalidate the May 
meeting. 

But while recent events paint Tan as 
a man of reason and Neo as a bully, 
Tan's concessions — amounting to an 
unconditional surrender — cast doubt 
- ON his bargaining strength. If Tan was 
—— megotiating with a weak hand, then 

Musa's timely intervention would in- 

advertently aid Tan in salvaging what 

he could from the fracas — a sugges- 
- . tion firmly deni Tan sources, who 
Я pointed out that they would gain по- 

thing by returning to the fold as ordi- 
nary members. 

Neo, on the other hand, could con- 
ceivably have prolonged the sparring. 
Barring a very early general election, a 
few more months would not have made 
much difference for him. п 
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Marcos orders а ‘по compromise’ military clampdown after a 
serious upsurge of communist activity in Mindanao 


By Guy Sacerdoti in Davao City 


n upsurge in violence throughout 

the Philippines, particularly on the 
southern island of Mindanao where the 
country’s communist insurgents are 
most active, has led President Fer- 
dinand Marcos and his generals to 
begin a “no compromise” military 
campaign to deal with the problem — 
especially in urban areas, 

Following cabinet meetings in the 
president's Malacanang Palace on 8 
and 11 December, Marcos met senior 
commanders of the Armed Forces of 
the Philippines (AFP) in an attempt to 
flesh out policies aimed at ending 
shootings and ambushes directed 
against both military and civilian 
targets. 

From January to September, acting 
AFP chief of staff Lieut-Gen. Fidel 





Ramos said at a press conference, more 
than 1,650 people were killed in some 
3,500 incidents reported from all of the 


country's 73 provinces. In recent 
weeks, he said, more than 100 casual- 
ties of the new wave of violence were 
reported from Mindanao alone, where 
countryside ambushes of military pat- 
rols and urban shootings by uniden- 
tified gunmen occur almost daily. 

Marcos, acting on Ramos' recom- 
mendation, is expected to approve op- 
erations specifically designed to tackle 
both the well-organised urban in- 
surgency that is rapidly becoming a 
serious problem in such cities as 
Davao, the country's third largest, and 
the less organised and more indis- 
criminate violence in such cities as 
Zamboanga, where popular opposition 
mayor Cesar Climaco was assassinated 
by a gunman on 14 November. 

The military is likely to face new 


problems in winning support for its 
proposed campaign against the recent 
violence. In addition to its long-stand- 
ing image problem among the very 
people it is sworn to protect, due in 
large part to its abuses of their civil 
rights, the military is now burdened 
with a share of the guilt for the 21 Au- 
gust 1983 assassination of former sen- 
ator and opposition leader Benigno 
Aquino. 

The Agrava board, set up by the gov- 
ernment to investigate Aquino's mur- 
der, concluded in two reports issued in 
late October that Aquino was the vic- 
tim of a military conspiracy involving 
senior military officers. Twenty-five 
military men, including AFP chief of 
staff Gen. Fabian Ver, who is on leave 
pending resolution of the case, have 
been charged in connection with the 
killing. 

Senior generals in Manila and in 
Mindanao told the REVIEW that the 
board's findings have damaged the 
military's attempts to establish its cre- 
dibility among the people living in 
areas where the insurgents are active 
— the critical factor, they say, in turn- 
ing the tide against the insurgency. The 
military must develop a high degree of 
internal discipline, these sources con- 
cede, to prove to the public that it is the 
“protector of the people and not the 
oppressor.” 

During a visit to Zamboanga and 
Davao on 3-4 December, Ramos was 
able to focus more attention on the new 
violence in the south. Until recently, 
the country has been so preoccupied 
with the failing economy, the Aquino 
investigation and Marcos’ health that 
the situation in the south was not get- 
ting the attention it deserved. 

Complicating matters was Ramos’ 
takeover as acting chief of staff after 
Ver went on leave. It was necessary for 
the new AFP chief to tread carefully 
before initiating any new military 
policies concerning the south — espe- 
cially given the mood of dissent in the 
country following the Aquino assassi- 
nation. 

Some frank briefings by command- 
ers in the south led Ramos to admit 
that security in Zamboanga and Davao 
was “bad.” The most serious problem 
— and the best example of the de- 
teriorating situation in the south — ap- 
pears to be in Davao, which the mili- 
tary describes as a testing ground for 
both the Communist Party of the 
Philippines (CPP), in its attempt to 
control a major urban centre, and for 
the AFP’s anti-insurgency programme. 
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Since 1982, the "бонус around | 


Davao, a sprawling port city, has fallen 
increasingly under CPP influence — to 
the point where guerillas of the CPP's 
armed wing, the New People's Army 
(NPA), can move freely in an estimated 
30-50% of the area around the city, 

The CCP is using this access, gained 
through its mass-mobilisation efforts 
of peasant and labour organisations, to 
recruit troops for the NPA. Leftist 
sources and independent businessmen 
in Davao say increasing problems of 
unemployment due to the state of the 
economy has unexpectedly brought 
the communists more recruits than 
they can handle. 

Maj.-Gen. Delfin Castro, head of the 
Southern Command, which takes in 
the military’s three regional com- 
mands on Mindanao, said in an inter- 
view on 7 December that Davao has been 
the centre of CPP strategic planning 
since the early 1970s and was the 
target for its first major tactical as- 
sault. Surrounding the city is moun- 
tainous terrain well suited to guerilla 
activity. 

Many of the people here are farm- 
ers and plantation workers who 
had been participants in the 1960s 






and around Davao, the Left's excellent 
propaganda campaigns and the abuses 
of undisciplined police and paramili- 
tary troops have served as catalysts for 
the present explosive atmosphere. 

In the city, anti-government rallies 
and a series of successful transport 
strikes in October and November were 
confronted by the military — a move 
that exacerbated an already tense situ- 
ation because the central government 
and its military arm is widely disliked 
in the area. 

During one of the transport strikes, 
the local police chief arrested more 
than 400 
blocking traffic. Two lawyers coor- 
dinating the strike were also arrested, 
and a number of press photographers 
were detained. All but four were later 
released. 

Local AFP commanders say that 
while police actions such as these 
merely aggravate the situation, the 
command structure is such that they 
can do little to curb the police. Thus, 
the lack of coordination among the 
various commands adds to the image 
problem. 


On 13 December, for example, three 


Troops on patrol; mM DIG communist Siren 


struggle for land rights — a fight led by 
the Free Farmers’ Federation. Com- 
munist strategy from the very begin- 
ning, Castro said, was to cut the two 
main arteries leading north and south 
from the city, isolating economically 
the city’s population of 750,000. 


G overnment neglect in providing 
services to the remote farmlands, 
plantations and villages surrounding 
Davao assists CPP cadres in their ef- 
forts to convince the area's residents 
that the communists can be more effec- 
tive in bringing them a better way of 
life and a more efficient local govern- 
ment. 

Meanwhile, the long-standing land- 
rights issue in Davao's squatter areas 
has provided an opportunity for the 
CPP to spread its influence in the city 
among a relatively large industrial 
workforce. 
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soldiers from the army's 39th Infantry 
Battalion were killed, and four others 
wounded, during a brief battle at po- 
lice headquarters in Zamboanga City 
with troops from the Philippine Con- 
stabulary. Although there are conflict- 
ing reports of what initiated the shoot- 
ing spree, military investigators are 
looking into claims that the army bat- 
talion, which is attached to the 3rd In- 
fantry Division based in Cebu, was not 
even supposed to be in the area. 
Sources with the National Democra- 
tic Front, an amalgam of leftist organi- 
sations, including the CPP, say they 
have changed their strategy of main- 
taining a defensive posture — where 
mass mobilisation, training and or- 
ganising were stressed — to a position 
of strategic stalemate in which armed 
NPA regulars operate independently 
within Davao, isolating the military 
and the police from the people and 


ago iod Farsi be 





demonstrators who were | 
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identifying them as the “oppressors.” 


With the sympathy, if not the direct 
support, of industrial workers and the 
urban poor, the CPP is able to move 
around in the city relatively unim- 
peded — especially in the more iso- 
lated of the city's districts such as 
Agdao, Ma'a and Punta Damalog - 
and destabilise the securitv situation 
with well-planned assassinations of 
police and civilian political leaders. 


hese activities naturally draw re- 

sponse from locally based military 
units. So-called "zoning operations" 
(house-to-house searches), the tem- 
porary detention of suspected CPP 
members or their sympathisers and oc- 
casional indiscriminant shootings by 
angry local police and the paramilitary 
Civilian Home Defence Forces are 
among the authorities' reactive mea- 
sures to the communists' efforts. The 
worst form of response is known local- 
ly as "salvaging," which is summary 
execution — usually of communist sus- 
pects. 

While units of the more professional 
national government' army and 
marines are rarely involved in such in- 
cidents, the result is a blanket con- 
demnation of all military 
forces by residents of the 
usually poor areas in which 
such official violence oc- 
curs. This attitude, mili- 
tary sources claim, is the 
greatest hindrance to suc- 
cess in quelling the in- 
surgency. 

Leftist sources say two or 
three NPA operations are 
carried out daily in the city 
proper — some even in the 
central district — and that 
the communist units are no 
longer as dependent on the 
countryside for support as 
they were until about six 
months ago. The commu- 
nists have been assassinat- 
ing local policemen through 
the use of so-called two or 
three-man “sparrow” units, killing 
more than 70 policemen so far this 
year. 

Brig.-Gen. Jaime Echeverria, com- 
mander of the Regional Unified Com- 
mand which includes Davao, and Col 
Rodolfo Biazon, the popular com- 
mander of the respected and well 
trained 3rd Mobile Marine Brigade, 
stationed outside the city, said in sepa- 
rate interviews in early December that 
while the situation in Davao is becom- 
ing deadlocked, the NPA in the city is 
still dependent on its units in the coun- 
tryside for support 

Echeverria said the NPA's Front 5, 
which operates in Davao, has only 60- 
80 regular troops, though Biazon puts 
the figure at 126 — explaining that 
these troops are armed mostly with 
M16 assault rifles. Despite their rela- 


tively small numbers in the city, the 
NPA's influence is widely felt. п 
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ft was just one small sentencé i in a 30- | 
B minute TV news interview on Sun- 
day, 25 November, but the statement 
by United States National Security 
Adviser Robert McFarlane carried 
hit the key tothe White House's po- 
' towards the Soviet Union in Presi- 
ont Ronald Reagan's second term. 
In discussing the readiness and abil- 
y.of the American administration to 


argain in good faith, McFarlane 
oted that while holding. no illusions. 


at the negotiations between the two 

ions would not be difficult, "the 

president is committed to getting re- 
uts by the time he leaves office." 


| 


hese are the marching orders that - 


ave gone out to all sectors of the often 
б} “arms-control communi- 
i within the Washington bureau- 

y — to the State Department, the 


"Department, the National 


urity Council and the numėrous 
sk forces and advisory elements 
ich proliferate on the official scene. 
they have received the word but not 














yet accepted the message, they are sure | 


to be reminded down the line. 
I is a very simple message — 
perhaps to detractors even simplistic. 


However, it is very consistent with the 


eagan style i in most matters, for he is 
ardly an excessively complex man. 









he president has said he has two ob- | 


jectives for his second term — reduce 
the debt and obtain an arms- -control 
agreement. 

And in his smiling, “down- home,” 


ollywood TV-screen-perfected man- 










er, that is all there is to it. So go out | 


i oys and do it — for the Gipper! All of 
hich may be very vexing to those who 
njoy — and often earn their living 
m — sophisticated analyses of 
otomac power playing, but it is quite 
ecessary to complicate matters 
her when seeking to divine the 
Youghts and goals of Ronald Reagan. 
lot that the tough negotiating that 
s sure to follow will not leave plenty of 
oom for pundits in and out of govern- 
ment to dissect and rearrange alterna- 
tives and options. There certainly still 
will be more than enough of that. But 
when it comes down to what the presi- 
ent wants, the answer is clearly there. 
le wants a workable _ arms-control 
greement. 
- All well and good, but even his most 





loyal supporters want to know what - 


price he is willing to pay. At any price, 


this agreement? Of course not. What. 


price? We'll see, or as McFarlane tan- 
talisingly put it: "There's no dearth of 





























interest in identifying where com- 


promise might result in an agreement | 
that serves our interest militarily and. 


iakes matters more stable." 








winning," 


While that instruction is not much 
help to a Kremlin trying to evolve its 
own negotiating parameters, it does 


indicate a link in the American posi- 


tion between establishing "stability" 
and serving "military interest." Gone 
are terms such as "parity," "rough par- 
ity," "essential equivalency," and cer- 
tainly “superiority.” 

In their place is a clear and overt 
connection between perceived military 
requirements to ensure a stable re- 
lationship. These are still terms full of 
purposeful ambiguity, but there is fi- 
nally an emphasis placed on the objec- 
tive — a stable peace — rather than on 
a euphemistic reference to the assort- 
ment of arms. Is this reading too much 
into a generalised statement? Perhaps 
it is, but the conspicuous lack of 
cleverness of wording, the absence of 
the cute phrasing, is certainly refresh- 
ing and a reasonable way to begin 
anew the process of peace. 

How did Reagan get from there to 


here? What happened to the “evil em- 


pire”? Is all now forgiven and forgot- 
George H. Wittman is chairman of the 
United States National Institute for 


Security Affairs based in North ey 
New York. 


ten? Hardly. Certainly, there isno more 


than there is a converse trust in the 
Kremlin's current view of Washington. 

There is, however, an apparent reali- 
sation on both sides (finally) that 
neither side truly perceives a practical 
basis for believing a prolonged nuclear 


amanner as to ensure a continuation of 
any historically accepted rational form 
of the nation states facing each other. 

Despite earlier references by the De- 
fence Department to "fighting and 
the Reagan administration 
is forced to face the fact that the new 
technologies currentlv in test and 


development on both sides could, if de- 


ployed first by one or the other, give 
such an advantage militarily as to 
upset the balance that is the basis for 
mutual deterrence. The danger this im- 
plies is obvious — the ability to man- 
age such increased threat is certainly 


impaired. 


The US appears to be ahead in some 
technical areas and the Soviets in 
others. In the not so distant past, the 
American philosophy would have been 
to rush on. It would appear now that 


1. Washington and Moscow have chosen — 


moment at least to. › consider re 





trust of the Soviet leadership in- 
Reagan’s second-term. White House. 





conflict can be fought and won in such 








Кёбле Н for the Gipper - 


tarding and even Ty develop- 
ment to allow ‘serious negotiation for 
control of such future systems and pos- 
sibly areduction in existing weaponry. 

Lest one be left with the thought that 
such enlightenment came as a result 
solely of some strategic intellectual 
breakthrough or even moral awaken- 
ing, it should be borne in mind that the 
financial cost of these new systems for 
either the US or the Soviet Union 
would be monumental, 

It has been suggested in the past that 
neither the US nor the Soviet Union 
would allow their strategic military 
decisions to be influenced substan- 
tially by financial cost. In the Ameri- 
can case, this repeatedly has been 
proven untrue. Economics, more than 
any other single factor, has forced 

compromise in US weapons-systems 
development through all the decades 
since World War П. 

That the economic elements in turn 
were affected strongly by domestic so- 
cial/political concerns does not negate 
the underlying fiscal and related or- 








| ganisational considerations which ul- 


timately influenced decision-making. 
Westerners have tended to view the 
Soviet commitment to military deve- 


lopment as an overarching priority of 


the Soviet state with commitments in 
the- civilian sector holding a very 
secondary position. While this may 
have been true some time ago, the 
Soviet economy in the past 20 years, 
and especially in the past decade, has 
become far more complex and inte- 
praten. 


ahis factor is recognised, even by the 
Soviet defence establishment, as 


meaning military industry is interde- 


pendent and interrelated with the civi- 


lian economy. That the civilian sector 


does not appear to have the capability 
of attaining the technological and pro- 
ductive heights of Soviet military 
science tends to obscure the recogni- 
tion of the importance now accorded to 
the need for a more equitable balance of 
investment and development through- 
out the Soviet economic system. — - 
Such was the essential theme of the 
regime of Yuri Andropov, which in fact 
had inherited the concept from the lat- 
ter days of Leonid Brezhnev. Style and - 
emphasis (and internal political hand- 
ling) may be different under Konstan- 
tin Chernenko's collective rule, but the 
recognition remains: the same. Whe- 
ther or not the Soviet leadership can 


agree on the preferable way to pursue 


this. “modernisation”: of the Soviet - 
economy (with its concomitant inter- - 
aal social: rj lications)i is. 











What is important is the apparent 
acceptance that a continuing and ex- 
panding arms race with the. US se- 
verely inhibits the Soviet Union from 
growing not only domestically but also 
in broader international economic and 


political terms in relation to its East - 


European allies, the West and the 
Third World. "ES ; 
Despite the theta 













: end. postur- 


ing, the Soviet leadership now is be- | 





a relative sense 
trade-offs, 


lian/military economic 
which the US has: had 40 live with for 
many years. 


The emphasis on ‘the rouble-and- 
dollar considerations influencing the 
Soviet and American willingness to 
begin arms-control negotiations again 
may ре. to о renee. the. TE for 





finally come to шев а point that they 
cannot be ignored by either the 
патанае Kremlin Benicar ey or не 








Whatever the reasons, 

what lever the driving elements, 
we have arrived at a point in 
time when the confluence of 

circumstances makes it 
propitious for the two nuclear 
mammoths to start working out 
ways to avoid extinction. 9 


PIRE foes of Soviet communism 
led by Reagan. As the threat posed by 
past concepts of economic allocation 


a and/or deficit spending apparently has | 
- begun to be accepted by the Reagan 


^ administration and its Soviet counter- 


` parts as having national-security im- 


. plications, so too is a realisation of the 
> arrival of. a new threshold of nuclear 
© war-waging potential. 
. Та terms of the past, single new 
weapon systems were developed, each 
. addinga rung on the ladder of military 
+: capability. What is now near at hand, 
` however, is a panoply of new systems 
г built on technological breakthroughs 
* which threaten to change totally both 
= the capabilities of strategic warfare 
© and even strategic thinking itself. 
. Reagan is well aware of this and so 
. are Chernenko and his colleagues. One 
. would like to believe that the introduc- 
- tion of this vast new nuclear war-wag- 
. ingability would be enough to send the 
. opposing sides to the negotiating 
. tables. Unfortunately, that in itself ap- 
. pears not to be the case. 
i Both sides have recognised since the 
< 1950s that the potential existed for a 
г devastating nuclear war. Even so, by 
the late 19' 




















the accumulation of 


weapons and delivery systems had be- | 


come so vast as to rule out any classical 
political objective to be gained by 
either side in a nuclear contest. Sad to 
say, one suspects that if the complex of 
multiple new war-fighting technolo- 


gies were available for modest sums in 


economie terms, it would not be overly 


| cynical to suggest that there would be 


far less impetus to Soviet-American 
arms negotiations. 


| N otwithstanding TA rather pes- 


simistic presumption of nations’ 
motivating forces, it should be remem- 
bered that Reagan's publicly stated- 
second-term objectives are an arms 
agreement and reducing the American 
deficit. He is an eminently pragmatic 


. man, and this is an eminently pragma- - 


tic linkage. Pragmatism also serves 
well Soviet leaders caught as they are 
on the multiple horns of a governing 
group in a historical transition, an en- 
demically inadequate economy and the 
threat 
technological leap forward. 


Whatever the reasons, whatever the - 
driving elements, we have arrived at a | 
point in time when the confluence of | 
. circumstances makes it propitious for | 
the two nuclear mammoths to start | 


working out ways to avoid extinction. 


Much has been written about the | 


character of a mandate (if any) which 


Reagan may have received as a result | 


of his substantial electoral victory. 


One thing is clear. The majority of | 


American voters like him and place 
their trust in his personal integrity and 
the manner in which he characterises 


America. 


The simple themes of a strong de 
fence, a steady economy, loyalty to in- 
ternational friends and a true desire 
for peace is how most Americans see 
themselves, and this too is their per- 
ception of Reagan as their chief execu- 
tive. They like that image of them- 
selves and so does he. Furthermore, 
they believe it — again. 

Henry Kissinger in a recent article 
put it rather grandly: “Never since the 


immediate post-war period has a US 


president had such an opportunity to 
shape a more benign international 
order.” Reagan recognises this. The 


American people appear to be willing | 


to give him their support. Most impor- 
tant, the Soviet leaders seem also to 
have recognised this moment of oppor- 
tunity, this critical juncture. 

Maybe it is a time when men who 
look at the great issues in simple terms 
are better able to press for change in 
what others see as extremely complex. 
For them a “benign international 
order” may not seem so unobtainable. 


In Reagan’s case, his adviser has put it 


clearly. “The president is committed to 


getting results by the time he leaves of- 
_ fice.” Good Luck, Gipper! - 








of an American military Hi 











The EURO-ASIA CENTRE is an independ 
non-profit making organization created 
INSEAD, Furüpe's largest intemational Б 
ness school in Fontainebleau, France. Over 
years, more than 1,000 executives have | 
ticipated in seminars run by the Centre 

Europe and Asia and taught by faculty men 
bers, many of whom have lived and worker 
managers, academics and consultants: in. 
region. 












































Over the next 6 months, the Centre | 
ganize the following programmes: 


MANAGEMENT AND MARKETING SKILLS FOR 
THE GROWING ECONOMIES OF ASIA 
For European min 

Fontainebleuu, February 41 


JAPANESE STRATEGIES AND STRATEGIES — 
FOR JAPAN For European mat 
Fontainebleau, February 4 to 8, 


JAPANESE INTERNATIONAL MANAGEMENT 
PROGRAMME For Japanese п : 
Tokyo, February 25 to March 8, 198 


PRODUCTIVITY, INNOVATION AND HUMA 
RESOURCE MANAGEMENT IN J 
For münagers in 

Singapore and Japan, March 2 to TT, 


HONG KONG INTERNATIONAL EXECUTIVE 
PROGRAMME 

For Asian and European manm 

Macau, March 4 to 15, 


MANAGING PEOPLE AND CHANGE IN ASIAN 
ENVIRONMENTS. 

For Asian and European те pag 

Macau, March H to 15, 


ASIAN INTERNATIONAL EXECUTIVE PROGR 
For Asian and European j 
Singapore, March 18 to 29, 1 


EXPORT MARKETING AND INTERNATIONAL 
STRATEGY - For Asian mandg 
Singapore, March 25 to 29, 


THE JAPANESE ENTERPRISE: EXPERIENCE 
FOR EUROPE. For Fart pean mana, 
Fontainebleau and Japan, April 1 to 


ASIAN SENIOR EXECUTIVE PROGRAMME 
For Asian senior mamas 
Fontainebleau, April 29 to May 10, 


STRATEGIES FOR PACIFIC ASIA 
For European senior ma 
Fontainebleau. May бло TO, 














For further information, contact 



































y Shim Jae Hoon in Seoul 


sion of 30 November to allow all 


o resume political activities following 
four-year ban has thrown South 
)rea's opposition movement into 
nfusion. ' 

Ithough many here say that is 
ctly what he hoped to achieve by 
ming his otherwise welcome step just 





ction, his move could 
erang in the sense that it could 
the way for some hardline oppo- 
to win in the mid-February poll. 

otal of 84 politicians, active under 


r civil rights — including the right 
vote and stand for public posts, even 
» national assembly — restored 
inder the measure. That leaves only 15 
ople still under the ban, which Chun 
mposed under martial law in 


wer in the wake of Park's killing the 
revious year. 







Шу all the important figures who 







Chun's  military-backed regime. 





dims who have swayed the country's 
jolitical scene over the past two 









wed opposition New Democratic 
rty, and Kim Jong Pil, a prime 
nister under the Park administra- 
ion who still retains some nationwide 
ollowing. 

. Unless the three are freed from the 
jolitical blacklist through another 
ich move by Chun, they will continue 
























: This is a serious restriction. All three 










üntil June 1988, well after the next 
'esidential election. The controver- 





ial legislation was forced through at. 
emergency meeting of the legisla-. 
re called by Chun shortly after he de- | 







“êlared martial law. 










rdliners lately reinstated : are deter. 


shun lifts the political ban on 84 opponen of the Park regime 
ut keeps it on the most powerful opposition notes 


resident Chun Doo Hwan's deci- 


ut the most critical of his adversaries 


| | ` single-chamber house, 
o months before a parliamentary - 
also 


previous regime of the assassinated | 
ident Park Chung Hee, have had: 


November 1980 shortly after he seized 


But this small group contains virtu- | 
| scape. 
uld pose a serious challenge against | 


Among them are the so-called three 
ades or so — Kim Dae Jung, the. 
ner opposition presidential candi- 


ite now in exile in the United States, . 
im Young Sam, president of the out- 


British Prime 
ре excluded from the presidential | 
ection in early 1988, following the- 


а of Chun's current constitutional. 
rm that ends in February of that 


1 id intended to ан for the Pe 
Which this ban is based does à not за» оп ٠ 


Despite the short notice, the politizal’ | i 
Xueqian, met in New York in Sep- 





mined to run in the parliamentary 
elections and they are negotiating to 
launch a single, unified opposition 
party to challenge the Democratic 
Korea Party (DKP) which is already in 
existence as the second biggest group 
inside the 276-member national as- 


| Sen. 


Although it controls 81 seats in the 
it has been 
widely discredited in the past four 
years by its poor efforts to restore 
democratic institutions that its 
tougher rivals have been demanding. It 
is taken as a matter of course here that 
the DKP was allowed to be organised 
by the military largely as window- 
dressing for a parliament firmly under 
Chun's control. The ruling Democratic 
Justice Party (DJP) run by Kwon Ik 
Hyon, a classmate of Chun at the Ko- 
rean Military Academy, has 151 seats 
under the electorallaw which alloppo- 


-sition parties have criticised as being 


unfair and needing revision. 

Those who were reinstated in 
November come mainly from two rival 
streams of the broad opposition land- 
Their differences over the 


mittee For о анта Kim Dae M 


and Kim Young Sam. Its repeated calls 


on Chun to start a dialogue — includ- 
ing the one from Kim Dai ig in New 
York early this month — to discuss his 
long-term plans for turning power 
over to civilian politicians, have been - 
ignored so far. Undeterred, the CCPD 
— despite the fact that most ofits lead- 
ers are outside mainstream politics — 
hopes to launch a nationwide 

ment of civil disobedience to pre 
demand for restoration of democratic 
institutions, after Kim Dae Jung’s re- 
turn to Seoul early next year. 










y democratic institutions are meant 

a new constitution providing for 
the direct election of the president, 
freedom of the press, an independent 
court and a parliament capable of 
checking and balancing the power of 
the administration by reviewing 
budget bills and conducting hearings 
on the appointment of senior members 
of the administration. 


These institutional trappings 


existed under the previous constitu- 
tion which the authoritarian Park re- 
wrote under martial law in 1973, pav- 
ing the way for his total assumption of 
power for an unlimited number of 
terms of office. The CCPD hopes to re- 





FOREIGN RELATIONS 


Jaw-jaw but no thaw-thaw 


The highest-level Sino-Soviet talks in Peking for 
15 years are not likely to solve basic differences 


By a Correspondent in Peking 
oviet First Deputy Premier Ivan 
Arkhipov was expected in Peking 

on 21 December, just after the visit of 

Minister Margaret 

Thatcher, having originally been sche- 

duled to go to China in May. The May 

trip was postponed by the Soviets on 
the grounds that it had not been “fully 
prepared," but it is generally thought 
that the Kremlin wanted to show its 


 dissatisfaction with the warm wel- 


come extended by the Chinese to Unit- 
ed States President Ronald Reagan on 
his China visit the month before. 
Following the October visit to China 
of Deputy Foreign Minister Leonid 
Ilyichev for the fifth round of Sino- 
Soviet talks, the Soviets appear in an 
optimistic mood on the development of 
their relations with Peking. Trade, 
technological and cultural relations 
are developing rapidly, the two foreign 
ministers, Andrei Gromyko and Wu 








tember, the first such meeting for de- 
cades, and the Kremlin says it is ready 
to talk about everything - — without 
preconditions. The Chinese mood can 
be categorised as “business-like.” 
Despite his position in the Soviet 
Government, Arkhipov does not rank 
very high in the communist party 
hierarchy and he is mostly concerned 
with economic and trade affairs. He is 
also considered to be an old China 
hand. In the 1950s, as the Chinese bi- | 
monthly World Affairs recalled in May, 
he was the chief Soviet adviser in 
China and as such “participated in for- 
mulating and implementing the first 
five-year plan" when Chen Yun was in 
charge of the Chinese economy. 
Arkhipov will be the ghest Soviet 
leader to have visited Chir па since 1969, 













turn South Korea to its pre-1973 poli- 
tical order. 

Another group consists of centrists 
led by Lee Chul Sung, who does not 
oppose the current regime quite so 
strongly. A figure still provoking a lot 
of resentment for his previous accom- 
modation of Park, he is now said to be 
secretly favoured by the government, 
to which some ascribe to his inclusion 
among those whose ban was lifted. 
“We believe in reforming the system by 
participating,” said one of his close 
aides. Lee’s other followers are am- 
biguous towards Kim Dae Jung and 
Kim Young Sam, who they think stand 
no chance of taking over the govern- 
ment so long as the military establish- 


Arkhipov should be allowed “to see 
with his own eyes the economic deve- 
lopments of our country.” But Chinese 
sources maintain that it is not possi- 
ble to improve bilateral relations 
substantially, because the Soviet 
Union has not taken any action to re- 
move the “three obstacles” (between 
Peking and Moscow): the presence of 
Soviet troops along the Chinese bor- 
der, the Soviet occupation of Af- 
ghanistan and the Vietnamese occupa- 
tion of Cambodia. 


here are definite possibilities, how- 

ever, for certain improvements — 
for example, in the areas of trade, stu- 
dent exchanges, tourism and culture. 
But this does not mean that China has 
forgotten about the three obstacles or 
that relations have been normalised. 
And this is the line the Chinese leaders 
seem likely to follow in their discus- 
sions with Arkhipov. Business proba- 
bly will be separated from politics, as 
is now the general rule here. Both sides 
have toned down their hostile prop- 
aganda in the past few weeks, despite 
some slashing attacks by the Bulga- 
rians on China’s recent urban reforms 
adopted by the third party plenum, 
which they described as “Trotskyite, 
Bukharinian and neo-Maoist.” 
(Nicolay Bukharin was an early Bol- 


FAR EASTERN ECONOMIC REVIEW e 27 DECEMBER 1984-3 JANUARY 1985 


ment, which Chun represents, is do- 
minant. However, they agree with the 
CCPD's hardliners that DKP is much 
too weak as it is to sustain the opposi- 
tion's credibility. By competing in the 
election, both groups hope to wrest 
legitimacy away from DKP and estab- 
lish a beachhead in the assembly. 


he coming election will be fought 

largely on issues damaging to the 
ruling party, according to analysts, 
though it is expected to sweep most 
constituencies outside the major cities 
of Seoul, Kwangju, Pusan and maybe 
Taegu. Rural voters in South Korea 
have the tradition of supporting gov- 
ernment candidates, influenced by 


shevik, Marxist theoretician and 
economist, executed during the Stalin 
purges in 1938.) 

This improvement of relations be- 
tween China and the Soviet bloc, how- 
ever significant when viewed in the 
light of relations over the past 24 years, 
is limited. Although in favour of more 


economic and scientific links between | 


its allies and Peking, the Kremlin is 


worried that China could try to bank | 
on disagreements existing between | 


some East European countries and the 
Soviet Union. As for the Chinese, they 
do not appear to have shelved their 
deep mistrust of the Soviets. 

It is very hard to have normal rela- 
tions between two countries when one 
of them is endangering the security of 
the other, say the Chinese. This was 
made clear during Wu's meetings with 
Gromyko and Qian Qichen's talks with 
his Soviet counterpart, Ilyichev. Ac- 
cording to well-informed sources here, 
the Chinese told the Soviets they had 
no intention either of waging war 
against them, or of concluding an al- 
liance with the Americans — a state- 
ment which apparently did not cut 
much ice. 

Although they are not expecting an 
ossified Soviet leadership to change its 
hostile attitude towards them, espe- 
cially as long as Gromyko remains in 





| not theirs to offer anymore. 


connections, and sometimes arm- 
twisting by local administrative units. 
In big cities, however, especially in 
Kwangju — where Kim Dae Jung has 
strong support — voters have almost 
always turned to radical candidates. 
The new party sponsored by the 
CCPD will focus attacks on Chun's 
clear commitment to retire in 1988, his 
promise to restore civilian politics, 
corruption charges involving past and 
present DJP figures, growing disen- 
chantment of workers demanding bet- 
ter wages and the right to strike and 
the fierce rejection of the regime by 
students. 

Sources inside the CCPD say it may 
seek, in alliance with students, work- 
ers and other dissidents, to defeat a few 
leading DJP candidates as a demon- 
stration of its grassroots strength and 
support. Some say a tentative list of 
five or six targets already has been 
made. 

On the part of the government and 
its party, they hope to avoid giving the 
impression that the February election 
will be a mid-term vote of confidence 
on Chun's leadership. Avoiding that 
label will be difficult, however, this 
being the last such election before his 
scheduled retirement four years later. 
How many opposition hardliners will 
make it to the assembly, whether they 
will grab 20 seats so as to qualify as an 
independent negotiating body, will de- 
termine the prospect for political stab- 
ility during the second half of Chun's 
term. п 
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charge of foreign affairs, the Chinese, 
these sources added, offered to aban- 
don Peking’s claims on “disputed ter- 
ritories” occupied by Tsarist Russia on 
the basis of “unequal treaties” — 
amounting to more than 1 million km* 
— provided they agreed to a few boun- 
dary adjustments. 

These adjustments concern areas 
along the Amur and Ussuri rivers: Pe- 
king would like the borderline to be in 
the middle of the river channel and not 
along the Chinese shore. The Soviet 
answer is said to have been that the 
Chinese were only offering what was 
This kind 
of rigid attitude has led Peking to con- 
sider fixing a time limit to the Sino- 
Soviet talks, which have been going on 
for years with few concrete results. 

Arkhipov's visit is unlikely to be 
used as a platform to air such disagree- 
ments publicly. Both sides are liable to 
try to take advantage of the highest- 
level talks in Peking for more than 15 


years to improve state-to-state rela- 
tions. But the time does not appear ripe 
yet for normalisation of relations be- 
tween the parties. The recent refusal 
by the Chinese Communist Party to 
join a world conference of communist 


parties sponsored by the Kremlin is the 
latest evidence of Peking’s uncom- 
promising attitude on this score ü 
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Ne Win appears to o havê ófdéred his army to deal a 
final blow to the 37-year-old Karen rebellion 

































By Rodney Tasker in Rangoon 


he Burmese Government appears to 
| be gearing up for what it hopes will 
je a final, all-out dry-season offensive 
eripple permanently the Karen rebel 


ational Union (KNU), the nation's 
ntral security consideration. 

For more than a year, the Burmese 
my has carried out a relentless offen- 
veagainst Karen rebel positions near 


ion-based diplomats Burmese leader 
Win has given his military com- 
ders a deadline to eliminate the 
year-old insurgency once and for 
he end of the current dry season, 
1985. 

леп Ne Win, who is ашлап of 
iling Burma Socialist Programme 








ar, he is reliably reported to have ar- 
ged a variety of arms purchases, 
ticularly from West Germany. And 
ppermost in his mind is believed to 
lave been upgrading the prolonged of- 
ensive against the Karen rebels. 

Up to now the army has used similar 


orce of manpower rather than arms 


whereas the other insurgencies, mainly 
maller rebellions by Burma's myriad 

inie minorities, are more of an irrit- 
nt than a major security propin, 













Bertil Lintner in Wangkha 


centre near the Thai border. Artil- 
ery barrages, which included phos- 
orus shells, almost completely 
ed out the buildings during heavy 
ighting here between the Burmese 












Тһе destruction 








quarters at Manerplaw has not yet 








| against the Karen 


ovement, spearheaded by the Karen. in earnest at th 


> Thai border, and according to Ran- | 


“went to Western Europe this _ 


eapons to those of the rebels and | 


been the main factor in battle, But 


he ruins of Kawthoolei - 
onsistent, heavy Burmese army attacks have 
С uced the Karens’ heartland to rubble 


|» arely a house remains in this once- | 
w thriving, Karen-held black-mar- 


rmy and Karen rebels in April and | 












is almost total. 
? r eis of the Karen Na- | 






Wangkha fave Been devastated: | Kler- 
‘day is half-destroyed. Only the head- - 





diplomatie sources "estimate that the 


` Burmese army has suffered between 


1,000-1,800 killed since the campaign 
jels was mounted 
eginning of this 






year. И 
This is a sizable casualty toll by any 
domestic insurgency standards, and 
with the army dictating the terms of 
the war indicates the resolve with 
which the government is prosecuting 
the campaign. 

Apart from the cost of keeping 
troops in constant battle with long, 
mountainous lines of supply, the gov- 


 ernment is undoubtedly suffering from 


the fact that rich timber and mineral 
resources are in rebel-held areas. 
Karen state has abundant teak forests 


and mineral deposits, which the rebels. 


exploit for their own economic benefit. 
Perhaps more important, the KNU 








army punti: кше: biu af 
logistical problems, and troops have 


| also kept up the pressure during this 


controls the smuggling of black-mar- . 


ket goods into Burma from Thailand, 


exacting taxes at the expense of the 


state's coffers. 
In fact, some of this trade, which has 
been greatly curtailed because of the 


 army's current campaign, is now re- 


ported to have been diverted to 
Mad. the Bovernment- -held bor- 


ing the ‘Thai border town of Mae Sot 
across the Moei river. 





the Thai border town of Mae Sot, 
smugglers are still bringing con- 
traband across the border ,— but 
perhaps not for much longer.’ 

The rainy season —- which gave the 
KNU a badly needed respite — is over. 


The roads and the jungle trails are dry 


again, and at Wangkha this correspon- 
dent observed Karen soldiers building 
bunkers and digging trenches in pre- 
paration for the defence of their di- 
minutive plot of barren, seorched 
earth. 

Now the Burmese army appears to 
е preparin ài renewed drive | 





against Wangkha, Mae La, Maw Po | 


Kay and the other Karen enclaves in 
the bends of the meandering Moei — 


all that now remain of the self-pro- 


been touched. At Phalu, 35 km south tof. j.claimed KNU rebel state of "Kaw- 














year's wet s season. 






in ов feel that the 
may want to see the 1 do 


while he is still in power. ee 

The Karens, grouped together i in one 
area of the country with no ambition to 
spread their rebellion outside their 
homelands, are an easier target than 
the ideologically motivated Burma 
Communist Party, which is waging 
another serious insurgency in northern 
Burma with its target of overthrowing 
the government. 

Apart from ordering his army to de- 
stroy the Karen rebels, Ne Win is reli- 
ably reported to have recruited an an 
ally from an unusua soure . Accord- 
ing to informed sources in Rangoon, in 
July the party chairman offered timber 
concessions throughout Lower Burma 
— that part of the country stretching 
south of a parallel line from Prome, 200 
km north of Rangoon, to the Thai bor- 
der — to Bo Yan Naing, who, as com- 
mander in former premier U Nu’s re- 
sistance force, fought with the Karens 
against Ne Win in the 1970s. The anti- 


government Burmese resistance fell 
| out with its Karen allies in 1978. 





This could be a cunning move be- 


thoolei” : along the Thai border east of 
the Dawna range. - 

Throughout October, more than 
2,000 civilians in Myawadi, Kaw- 
kareik and Pa-an districts of Karen 
state were reportedly recruited as por- 
ters to carry arms, ammunition ‘and 
other supplies for the army, which are 
being stockpiled at Naw Taya — the 
highest peak in the Dawna range, over- 
looking the KNU camps of Maw Po 
Kay and Mae La — and to the forward 
base at Ta Le Ka, just at the foot of the 
mountain. | 


udging from observations of recent 
troop movements inside Burma, it 
seems most likely that the first round 
of fighting in the current dry season 
will not be aimed at capturing the al- 
most impenetrable / strongholds ` of 





ste alligon ] poris indicate 
that large numbers of Burmese soldiers 
are approaching the lesser camp of 
Sortha, near the borde etween. V Karen d 














cause Bo Yan Naing still has a great 
deal of influence in the Karen areas 
which comprise a large part of Lower 
Burma, and is known to regard the 
KNU leadership with disdain. The 
KNU in turn is thought to regard the 
old warrior with some awe, particu- 
larly as he is in a position to muster 
armed supporters, and may use force to 
secure rebel-held forested areas to 
exploit timber reserves for himself. 


d o Yan Naing is one of the few living 
original *30 Comrades" who formed 
the Burma Independence Army during 
World War II — Ne Win was also one. 
He gained a reputation as a ruthless 
commander, battling first the British 
colonial troops and then swinging 
against the imperialist Japanese in- 
vaders. He married the daughter of 
Japan's puppet head of state in Ran- 
goon during the war, Dr Ba Maw. After 


state and Kayah state in the north — at 
the same time as a sizable force has al- 
ready reached the hills overlooking 
Three Pagodas Pass in the south, which 
is jointly controlled by Karen and Mon 
insurgents. 

A pincer movement such as this one 
would give Rangoon several strategic 
advantages. If it manages to capture 
Three Pagodas Pass and maintain a 
presence there, the KNU-held strip of 
territory parallel to the Thai border 
would effectively be cut in half, each 
isolated from the other. 

If Sortha falls, the Karens would 
also be cut off from other allied rebel 
armies in the north, such as the Karen- 
nis, the Pa-Os and the Was, who during 
the last dry season were able to send 
support troops to Maw Po Kay and 
other places in the Moei river valley. In 
this way, it would make an assault on 
the heavily defended KNU enclaves 
along the Moei much easier at a later 
stage. 

While the Burmese army has been 
making preparations for the dry sea- 
son's expected fighting, the Karens 


ha] 


Ne Win; Karen g 


independence, he fought against the 
government of then prime minister U 
Nu. 

The warlord then campaigned 
against Ne Win, and only returned to 
Rangoon in 1980 from Bangkok, when 
he and U Nu, also living in exile at the 
time, were granted amnesty by Ne Win. 
Since then, Bo Yan Naing, now in his 
mid-60s, has been living comfortably 
in Rangoon and is known to be re- 
spected by Ne Win, particularly as he is 
against the idea of the Karen state 
gaining any form of independence. 


The campaign against Karen rebels | 
has received reasonable press coverage | 


from the Karen side, but with foreign 
press access to Burmese officials in 
Rangoon virtually impossible, little 
has been released from the government 
side. 

However, Rangoon’s official press 
has over the past two months carried a 


have not been idle either. The wet sea- 
son — which usually works to the ad- 
vantage of guerillas and hampers the 
movements of a regular army — has 
seen a lot of Karen activity. 


I: began with the successful recap- 





| 





ture of Hketbalu Taung, or Camp Blue | 
Hill (REVIEW, 1 Nov.) on 8-9 August | 
when the Burmese were driven out of | 


one of the army's two most strategic 


firebases overlooking Wangkha. The | 


other, Kha Lu Hill, was recaptured by 
the Karens on 30 August. This has 
forced the Burmese to retreat a few 
kilometres from Wangkha which, 
however, is still within reach of heavy 
guns such as 120 mm mortars and 105 
mm howitzers. 

Then, in mid-October, the KNU 
made its first serious attempt to dis- 
rupt the Burmese supply lines up to the 
border: 200 m of the vital Kawkareik- 
Myawadi road was blown up with 
dynamite charges at a stretch on a 
steep hillside near Tinnganyinaung. 
Simultaneously, two separate Karen 
units in a diversionary manoeuvre en- 


series of anti-KNU articles claiming 
that the Karen rebels are being de- 
feated by the army with the backing of 
the majority of the Karens. The arti- 
cles, datelined from Karen state, were 
obviously written by government offi- 
cials given the strong pro-government 
jargon used. 

Although most of the meat of the 
lengthy pieces was in the form of a 
diatribe against the Karen rebels, some 
figures were given: it was claimed that 
the army fought 2,731 battles against 
the KNU, including 16 major ones, 
from 6 April 1983 to 23 March this 
year, leaving 2,464 insurgents dead 
and 640 captured. 

The feeling among diplomatsin Ran- 
goon was that publishing such articles, 
with alarming battle figures, was 
meant to prepare the Burmese for à 
new, perhaps even more ferocious of- 
fensive. п 





circled and bombarded the Burmese 
army camps at Kyondo and Kaw- 
kareik. 

But it took less than three weeks 
to repair the damage and the ac- 
tion does not seem to have had any de- 
cisive effect on the mobility of govern- 
ment troops. 

The odds weigh heavily against the 
KNU, but observers say that even if 
Rangoon is able to dislodge the Karens 
from their present strongholds along 
the Thai border, it would not signal the 
end of their insurrection. With 
thousands of Karen guerillas driven 
from the border areas, some analysts 
expect more attacks against urban 
centres deeper in the country 

And if things get really tough for the 
Karens, it is likely that the Kachin In- 
dependence Army in the north — the 
KNU's most powerful ally — will step 
up its anti-government activities and 
hit more towns, as it did in February 
and March, when Hkamti and Sum- 
prabum were captured and held for a 
few days by Kachin rebels (REVIEW, 4 
Oct.). 
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Asia’s organised-crime jigsaw апа the Western connection 





By lan Buruma in Hongkong and John McBeth in Bangkok 


new yellow peril appears to be 
A sss clean-living Ameri- 
cans in the form of organised 
crime. In October this year United 
States Attorney-General William 
French Smith told the President’s 
Commission on Organised Crime that 
an “Asian Mafia” operating out of 
Hongkong and Taiwan is responsi- 
ble for more than 20% of the heroin 
entering the US. He also alleged 
that the “Japanese Mafia” 
known as yakuza — and Hong- 
kong- and Taiwan-based triad 
societies are part of “new crime 
cartels emerging in the Far East 
and spreading to the West.” 
Vietnamese gangs have been ac- 
cused of running extortion rings in 
Southern California and of 
smuggling heroin from Southeast 
Asia. Law enforcers have warned 


The men in 
the middle 


he Shan United Army (SUA) of 

Shan-Chinese overlord Chang 
Shee-fu, or Khun Sa, is the biggest 
supplier of drugs in Southeast 
Asia, controlling 70-80% of the 
Golden Triangle opium trade — 
and now a good deal of the jade 
business as well. The SUA is made 
up mainly of Shans and so-called 
Chinese Haw (Yunnanese). All the 
officers are traders for the organi- 
sation, from which they draw di- 
vidends. Only the high-ranking of- 
ficers have their own money and 
property. 

Police intelligence estimates 
there are about 10 major middle- 
men in the northern Thai provinces 
of Chiang Mai and Chiang Rai, who 
act as the all-important link be- 
tween Chang or other smaller sup- 
pliers and the buyers. Most are 
prominent, outwardly legitimate 
businessmen who, as one source 
says, “put out a good front.” Almost all 
of them are Thai-Chinese of Yun- 
nanese ancestory, unlike the major 
syndicates which are invariably Chao 
Zhou (Teo Chew) in origin. Narcotics 
agencies say there is evidence that 
some of these Yunnanese middlemen are 
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Yakuza-style body tattoo: graphic image. 


that Chinese’ crime groups in the US 
will grow stronger as immigration 
from Hongkong increases, The Japan- 
ese yakuza are said to be engaged in 
prostitution, pornography and ex- 
tortion rackets in Hawaii and Cali- 
fornia. The image of the typical Ja- 
panese - gangster with his 
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now seeking to strengthen their inter- 
national connections with the aim of 
cutting out the Chao Zhou syndicates. 

Depending on whether a buyer has 
the status of a preferred customer or 
not, the upfront money demanded can 
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full body tattoo and his ritually lopped- 
off fingers is considered to be espe- 
cially scary to the American public — 
and it is held up by the police as a 
warning. 

One of Japan's major daily news- 
papers has reacted rather strongly to 
the allegations of a Japanese crime in- 
vasion: "Tattoos, iron discipline, 
finger-cutting ceremonies . . . tes- 
timonies by yakuza witnesses... all 
this will frighten the viewers of 
American TV. If this extreme PR 
exercise can stop yakuza from 
coming in, fine . . . But simply 
creating a frightening image could 
cause much trouble to the more 
than 500,000 Japanese living in 
America. " 

Exaggerated or not, organised 
crime is a spreading phenomenon 
and Asia features prominently in it. 









value of a particular shipment. Nor- 
mally half of the 25%, for example, 
will be pocketed by the middle- 
man, with the other half going to 
the supplier. 

On some deals, the buyer may 
have supplied the chemical, in 
which case this also comes into the 
reckoning. On other occasions, as 
with two notorious Yunnanese 
brothers, the middlemen may have 

purchased the opium from the 
SUA and converted it into heroin 
themselves in their own mobile re- 
finery. Just how many Chao Zhou 
chemists continue to function on à 
regular basis in the Burmese border 
area is unknown, but it is not un- 
usual for specialists to be flown in 
from Hongkong or Macau to prepare 
a specific shipment or to work 
through a three- or four-month 
season. 

Once a load is ready, the buyer is 
asked for the balance of the pay- 
ment and agreement is reached on a 
delivery point, usually in Chiang 
Mai or Bangkok, depending on 
whether he is prepared to pay 
for the cost of transportation. 
It is only on rare occasions that 
money actually changes hands on the 
border — or anywhere else for that 
matter. More often than not, the money 
to the Bangkok end of a syndicate is 
paid into the bank account of a legiti- 
mately constituted company — even if, 


vary between 25% to 50% ofthe overall | in the case of one heroin-connected 
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Trying to find out just how organised 
crime — as well as syndicates in differ- 
ent countries — are linked, is like fit- 
ting together pieces of different jigsaw 
puzzles. What are the patterns that 
emerge? International crime — às op- 
posed to purely local forms of unlawful 
behaviour — in Asia comes down 
mainly to one thing: narcotics, com- 
pared to which, guns, gambling and 
prostitution are very small potatoes. 


ccording to an international ex- 
А оп illegal drug trafficking, 
“one of the most notable trends 
in the past eight years has been the 
rapid increase of involvement of or- 
ganised groups in the drug trade, 
operating like multinational cor- 
porations.” One typical heroin deal 
involved at least six countries. The 
drug was sold in Thailand by 
Chinese, carried to Italy on a Greek 
boat. The European dealers put 
part of their money into a Swiss 
bank and invested the rest in a 
legitimate business in South 
America. Such businesses are use- 
ful as respectable front organisa- 
tions, but also come in handy for 
laundering money. 





Chinese furniture enterprise, it 
comprises one room, one chair and 
one desk. 

Payments are also illegally laun- 
dered directly through the Chinese 
banking system and sometimes ar- 
rangements are made under which 
a Bangkok distributor flies to 
Hongkong with a slip of paper 
which guarantees him a certain 
amount of credit from his Hong- 
kong connection. 

Often, a heroin shipment has sev- 
eral owners — testimony to the fact 
that leading figures in the various 
syndicates know each other and 
cooperate to avoid the risk of 
heavy losses if something goes 
wrong. This can be accomplished 
during tennis or over a game of 
mahjong, with each principal agree- 
ing to a percentage of a particular 
buy. As with business enterprises, 
trust is everything and multimil- 
lion dollar deals can be sealed 
without even the formality of a 
handshake. This sort of coopera- 
tion only takes place during the 
purchasing process, however. Once 
the heroin is in the distribution 
network, then competition is as 
fierce as in any other field of business. 

Air-couriered heroin shipments make 
up only a small percentage of the over- 
all narcotics trade out of Thailand, des- 
pite seizures which are reported with 
almost daily monotony in local news- 
papers. The biggest shipments — some- 





The so-called Golden Crescent — 
Turkey, Afghanistan and Pakistan — 
has become the main source of heroin 
since the crop failures of the mid-1970s 
in the Golden Triangle (Thailand, 
Burma and Laos): 12 tonnes of heroin 
were seized worldwide in 1983, out of 
which 7.5 tonnes were seized in the 
Golden Crescent. This year, however, 
supply from Southeast Asia is said to 
be on the increase again, and the main 
syndicates are, as always, run by 
Chinese. Indeed, the Chinese form the 
main multinational link in organised 
crime. 

Estimates of the number of interna- 
tionally connected Chi- 






Thai dancing girl: export item. 





times up to 300 kg or more — are smug- 
gled aboard ships in Bangkok's porous 
Klong Toey dockland, or are taken by 
trawler to Hongkong where there is 
even greater shipping activity and 
therefore opportunities for quicker and 
wider distribution. — JOHN McBETH 
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nese narcotics syndicates operating 
between Thailand and Hongkong vary 
between 10 and 15. This is an 
arbitrary figure and the Bangkok 
police generally are reluctant to dis- 
cuss the information they have on 
leading figures in the trade. They do 
say, however, that there are at least 
five syndicates with a history in the he- 
roin trade going back to the 1950s. The 
relationship between families im 
Hongkong and Thailand is long-estab- 
lished and the people in Hongkong 
have connections through Chinese 
communities — all over the world. 

In Holland, for example, there are 


now 40,000 Chinese residents, of whom 


10,000 are there illegally. Amster- 
dam is the centre of the European 
heroin trade, which, according toa 
Dutch police report this year, “is 
controlled by Hongkong triads, in 
particular by the 14K groups” 
Recently, according to the same re- 
port, Thai syndicates are moving 
into the European market. This 
year, for example, 75 kg of heroin 
base — pure heroin, converted in Й 
legal laboratories into so-called 
No. 3 heroin, also known as “Hong- 
kong rocks," at a ratio of 3:1 — was 
seized in Antwerp. It was destined 
for the Dutch market and belonged 
to a Thai syndicate 


verseas Chinese from Chao 
О: (Chiu Chow or Teo 
Chew) have dominated the 
illicit Asian drug trade since the 
mid-1880s. They form an import- 
ant link between the various Chin- 
ese communities, especially Hong- 
kong and Bangkok. But the involve- 
ment of Chao Zhou syndicates in 
heroin traffic from Thailand only 
began in 1959, when the govern- 
ment banned the sale and use of 
opium. Because of opium's distinc- 
tive odour and the buyers’ natural 
fear of arrest, addicts turned more 
and more to smoking crudely re- 
fined No. 3 heroin, produced by 
Chao Zhou chemists in backstreet 
laboratories in Bangkok 
A decade later, new chemists 
from Hongkong introduced the 
more complicated process of cop- 
verting opium into No. 4 heroin, 
5 the high-grade injectable narco- 
tic, which was to cause an epidemic 
of drug abuse among American sol- 
diers in Vietnam and ultimately to 
be prized among addicts through- 
out the Western world 
Hongkong itself used to be a big 
producer of heroin, manufactured 
from opium or morphine in local 
laboratories. Very strict controls on a 
vital ingredient, acetic anhydride, in 
the conversion process from morphine, 
and much tougher customs control, 
however, have effectively stopped 
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50, 000 as is now Mee аа 
for the drug, mainly i in the form of heroin 
base, converted in Hongkong to No. 3. 
Until the late 1970s, Singapore and 
Malaysia played only minor roles as 
— A transit points in the international drug 
— trade. But, as Hongkong and Bangkok 
= Came under stricter surveillance, the 
— syndicates began using Kuala Lumpur 
and Singapore as alternative conduits 
| to Asia, the West and, increasingly, 
— Australia. Most of the drugs from 
"Thailand are smuggled into Malaysia 
in fishing vessels and patrol boats, 
— from which they are dumped along 
— Peninsular Malaysia's west coast. 
— Smaller quantities then are shipped 
2 — ues taxis, buses and trains into 
‘Singapore, often carried by innocent- 
— looking people with no criminal re- 
` cords. 
Amphetamines, for which there is a 
. huge demand in Japan, and, to a lesser 
_ extent in Thailand, is another drug 
= - linking several countries. The Japan- 
- ese taste for stimulants began in World 
У — War П, when soldiers and pilots 
__ needed them to stay alert. The demand 
—has remained high since the war, how- 
— ever, and Japanese syndicates are esti- 
— mated to make about ¥480 billion 
— (US$1.94 billion) a year out of the trade. 
_ The traditional source was South 
ы Korea, where the drug was manufactur- 
. ed illegally and then smuggled to Japan 
_in fishing vessels or motor boats. 
After the assassination of South Ko- 
—rean president Park Chung Hee in 
_ 1979, things got tougher. According to 
a Japanese gang boss, purges by the 


een Judy 
. and her court 
. of couriers 


_ By V. а. Kulkarni in Singapore 


E. he could pass as one of the many 
girls working on the assembly 
lines of Singapore's factories. A high- 
school dropout, now 29, she had 
held many odd jobs. Nobody was sure 
— of her antecedents or even where she 
— lived. Being a single girl, she some- 
times stayed with her mother, some- 
times with her grandmother, and she 
would also frequent her aunt's apart- 
ment. 
E One fine evening, Judy, who also 
— went by her Chinese first name Ah 
— Eng, went to a local nightclub and got 
. herself a job as a PR girl, chatting up 
clients, especially first-timers. In a few 
months she quit her job but returned to 
become a bar hostess. With quiet per- 
sistence she seemed to have built up 
such a friendly clientele that she was 
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nis istrue or not, t ne nolitetr 
President Chun Doo wan have efec- 
tively cracked down on the narcotics 
trade, if not on all the gangsters in- 
volved. Recently, some have popped up 
in Taiwan — currently the main 
supplier of the drug. 

In July this year, the Taiwan au- 
thorities found the largest cache of am- 
phetamines since the war, in a factory 
in Kaohsiung. An entirely new inter- 
national route was consequently unco- 
vered. The mastermind appears to be a 
South Korean gangster with connec- 
tions in the largest Japanese syndicate, 
the Yamaguchigumi. He supervised 
the manufacturing of the drug in 
Taiwan, as well as the distribution in 
Japan. The smuggling operation from 
Taiwan to Tokyo and Osaka was hand- 
led by mobsters from Taiwan. 

For guns, Japanese yakuza turn 
largely to the Philippines, the US, and 
Thailand. Japanese police have ob- 





Guns in Manila: small potatoes. 


commonly called “Yi Hao" or No. 1 by | 


the nightclub’s manager and its pat- 
rons. Not content with her sugar dad- 
dies and their generous tips, Yi Hao 
quit the nocturnal job once again. Dur- 
ing the day she frequented gambling 
dens. 

All the while, quiet little Judy had 
bigger things to tackle. She was run- 
ning a drug ring that spanned the 
Golden Triangle and linked it with 
people in Malaysia and Singapore and 
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ue of handguns at Bangkok’ Don 
Muang Airport are said to be the work 


of freelance operators hoping to sell 
the weapons to thé Japanese under- 
world, there are more organised ef- 
forts. According to one yakuza source, 
legitimate export companies are set up 
in, say, Hawaii, so that guns can be 
smuggled to Japan in containers. 


nother more insidious problem for 
A“ authorities of various coun- 
tries is the thousands of Thai, 
Filipina, South Korean and Taiwanese 
prostitutes and service girls working 
on an organised basis in Japanese cities. 
Thai police estimate that as many as 
10,000 Thai girls may be working in 
bars, nightclubs and other entertain- 
ment areas in Japan, sending home 
about Baht 40 million (US$1.48 mil- 
lion) a month. The girls receive up to 
¥30,000 from a client, generally two- 
thirds more than their counterparts get 
in Europe and most other parts of the 
world. The number of Filipinas work- 
ing in Japan is certainly higher. Ac- 
cording to one yakuza, “Thai girls are 
not as interested in making money as 
Filipinas and are harder 

4 to control." 
Similar operations go 
on between Manila, Bang- 
kok and Hongkong. Several 
Chinese gangsters were recently 
arrested in Hongkong and charged 
with bringing in Filipinas to work 
in local brothels. The coordinator 
of the joint Chinese-Philippine opera- 
tions is said to be a Filipina former 








convenient front for her underworld 
operations, she later worked as a 
cashier at a hotel in Singapore's tourist 
district. During her many visits to 
gambling joints she would befriend 
some unfortunate losers of that night 
and lend them money to gamble more 
and once they became beholden to her 
| she would use them as drug couriers. 


ne such carrier was a taxi-driver, 
whose cab she used to book regu- 
larly to take her from one gambling 
| place to another. The cabbie liked her 
| generous tips and in the course of time 
| she offered him and his family a free 
| trip to Australia. Little did she realise 
that the same favourite cabbie, Cheong 
Yin Fong, could turn out to be her 
undoing. Cheong was arrested on 13 
May at Perth airport by Australian 
police as they found 5 kg of heroin 
in his suitcases. Subsequently three 
| other Singaporeans and one Malaysian 
were arrested in Australia and all 
five were tried for trying to smuggle 
heroin worth A$50 million (US$42.9 
million). 
Cheong told the Australian court 


the ultimate markets of Australia. As a 
| 
| 
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prostitute called, Veronica. Garcia; | 


alias Sonia Panis, alias Butch, alias 
Boots. 

It is dangerous to conclude anything 
when dealing with something as 
shadowy às international crime. But 
apart from drug trafficking, in which 
strong links between crime syndicates 
exist worldwide, Asian crime appears 
to be still a fairly local business. Ja- 
panese cater to Japanese, and the same 
goes for Thailand, Hongkong and other 
countries in the region. The Japanese 
in particular do not feel comfortable 
dealing with foreigners and thus 
prey largely on their own kind. What 
contacts there are between syndicates, 
again apart from the drug trade, are 
informal, as between friendly col- 
leagues. 

This does not mean that the US has 
nothing to worry about. Massive im- 
migration will naturally bring crime 
with it, as was the case with the Italian 
influx in the first decades of this cen- 
tury. And the new immigrants are 
largely Asian. Con- 
tacts with syndi- 
cates in the old 
countries are in- 
evitable. But to see 
this phenomenon 
as the invasion of 
an "Asian Mafia," 
masterminded in 
Hongkong or To- 
kyo, is surely over- 
stating the case — 
however  forbid- 
ding the tattooed 
yakuza may seem 
to American TV 
viewers. п 


that һе was not 
aware of carrying 
drugs in his bags, 
as Judy had told 
him that he was 
taking a consign- 
ment of wrist- 
watches. The Aus- 
tralian jury believ- 
ed Cheong was an 
unwitting carrier 
and acquitted him. 
But he had given 
a Singapore tele- 
phone number of 
Judy to the police 
and the same num- 
ber was found in 
the possession of others involved in the 
case, who were convicted to long jail 
terms. 

After several weeks of investigation, 
Judy the heroin queen was arrested by 
the Singapore police and held under 
Singapore’s Criminal Law Act which 
allows preventive detention before 
enough evidence is collected, and 
charges are brought to court. Cabbie 
Cheong, too, was promptly detained 
pending investigations. 
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Teenage heroin user: backstreet laboratories. 
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pin-stripes 
By lan Buruma in Tokyo 


maman American car is 
parked illegally in front of a door 
marked with the name and crest of a 
rightwing political association. One is 
greeted at the door by two young m 
in flashy pin-striped suits, in the style 
of American gangsters of the 1920s. In- 
side, in front of a huge Japanese flag, 
sits a man in a green silk suit, a red 
shirt and yellow tie, and a diamond- 
buckled belt. The little finger of his left 
hand is missing. His richly tattooed 
arm reaches out to the cup of tea si- 
lently put in front of him by one of the 
pin-striped young men. 

The man in the green suit is the boss 
of a criminal gang in Osaka. His 
income derives mainly from extor- 
tion rackets, loan 
sharking, gambl- 
ing operations and 
prostitution. He is 
also a much re- 
spected figure in 
rightwing politi- 
cal circles, being a 
member — ac- 
cording to his offi- 
cial пате-сага 
bearing the crest 
of his gang — of 
seven different 
patriotic associa- 
tions. A past in- 
fringement of 
yakuza (gangster) 
rules compelled 
him to lop off his 
little finger, which 
was then pre- 
sented in the ritual 
manner to the per- 
son he had incon- 
venienced. He is 
having tea and a 
friendly chat with 
a highly placed of- 
ficer of the Osaka 
police. 

Such a scene is 
in fact quite nor- 
mal. Organised 
crime is very much 
an overground 
phenomenon, as 
institutionalised as the ruling Liberal 
Democratic Party or the Bank of 
Japan. Yakuza — named after the low- 
est number combination in a tradi- 
tional card game, denoting uselessness 
— are instantly identifiable in any Ja- 
panese town. As do most Japanese, 
they wear the uniform of their trade, in 
the case of yakuza, flashy suits, sun- 
glasses, patent leather shoes and full 
body tattoos. And just as do milk- 
men, policemen or salarymen, yakuza 
play their role in society, which is 
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father figure) of Japan’ S cen vi gang. 
the 10,347-strong Yamaguchigumi, 
died, many Japanese dignitaries from 
the political, business and entertain- 
ment world turned up for his funeral. 
When the new boss was elected, the 
ceremony was broadcast live on na- 
tional TV and he was later interviewed 
together with his top aides in a pro- 
gramme made by NHK, the national 
broadcasting company. 

The peculiar role played by the 
roughly 100,000 yakuza in Japanese 
society, their intimate links iyith the 
police, their conservative political 
views and their traditions — 
glamourised in print and on film — are 
all rooted in pre-modern Japan, speci- 
fically in the 17th century. 

After a long period of wars between 
feudal lords, the Tokugawa family 
consolidated its power over the entire 
country in 1603. Out-of-work samurai 


_ of defeated lords often banded to- 


police сыга hed Saori re- 
абод ре with the top bosses — often 
using them as informants on each 
other. In exchange for this relative 
legitimacy, the yakuza had to stick to 
their respective trades and leave ordi- 
nary citizens unmolested. 
words, gamblers stuck to gambling, 
fairground merchants stuck to or- 
ganising temple fairs, “protecting” 
traders and conning the gullible. 





T he relationship between gang boss- 
es and the police is still quite inti- 
mate. Gangs often hand over junior 


members to the police to be sentenced 
for crimes committed by higher-ups. 


After serving his sentence the junior 
moves up in the hierarchy, so he, the 
culpable higher-up and the police are 


all happy with the deal. 
The close relationship is further 
rationalised — especially by 


In other 


the 
gangsters themselves — along per- 
fectly traditional lines. As one modern 







However? tere іп am- 
phetamines the only popular drug in 
Japan — constituted 50.6% (¥458 bil- 
lion [US$1.83 billion]) of the illegal 
earnings of Japanese crime syndicates 
in 1980. When asked about this, gang 
bosses always point out some rival 
gang engaged in this shameful trade, 
but never admit to it themselves. 

Reactionary politics, as a feature of 
Japanese crime, is as old as gambling. 
Because many of the earliest gangsters 
were samurai who had become redun- 
dant in a new, mercantile and peaceful 
age which had no use for their martial 
skills, there was a strong feeling of re- 
sentment, and nostalgia for values lost. 
The pseudo-samurai rituals, the fond- 
ness for fighting with traditional 
swords, such moral codes as giri and 
ninjo (duty and humanity), all hark 
back to a never-never-land of the past, 
defended by noble warriors against the 
corruption of the present. 
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Still from The Ruthless Yakuza History: considerable gap between noble intentions and reality. 


gether as hired swords, roaming the 
countryside. In the cities, gamblers 
and itinerant merchants formed gangs 
to protect their territories. They often 


_ also had to protect themselves against 


the attacks of sword-happy roaming 
samurai. 

The bosses of these gangs quickly es- 
tablished Robin Hood-like reputations 
as protectors of the poor. As was the 
case with the tattooed fireman of that 
time, gambling and fairground mer- 
chants' bosses were associated with 
machismo. They borrowed such ethical 
concepts as nobility (jingi) and 
chivalry (ninkyo) from the samurai 
code. The rightwing gang boss in the 
green suit still uses these terms: "I 
started to learn the Way of Chivalry 
[ninkyodo] when I got out of the army 
in 1945," he explained. 

The central government in Edo 
found a highly pragmatic way to keep 
the unruly elements of society under 
some kind of control. They simply let 


oyabun put it: “Our boys come from 
poor and unhappy families. They tend 
to be wild and unruly. By giving them а 
home and teaching them ninkyodo, we 
are protecting society." There is an ele- 
ment of truth in this type of moralis- 
ing: many yakuza were born as social 
outcasts, either Koreans or burakumin 
(the Japanese untouchables) and join- 
ing a criminal gang is often the only 
way to get on in the world. But, as with 
everything Japanese, the gap between 
noble intentions and reality can be 


| considerable. 


For example, traditionally. minded 
oyabun scorn drugs as unworthy of the 


yakuza code. One often-cited reason 


for the effective suppression of hard 
drugs since the 1950s is that the tradi- 
tional Japanese gangs would not touch 
them. Kazuo Taoka, former boss of the 
Yamaguchigumi and the most power- 
ful post-war yakuza, shot dead three 
years ago, was one of the leaders in the 
anti-drug abuse campaign. So is the 


This defence of the old world was 
given a new urgency by the speed of 
modernisation in the 20th century. In 
the industrial age, gamblers and fair- 
ground merchants are almost as ana- 
chronistic as the samurai three cen- 
turies before. The old style yakuza, 
whose chivalrous spirit is still cele- 
brated in the cinema, lasted until 
roughly the 1930s. After that the trap- 
pings remained, but the nature of 
crime began to change with the times. 

Street merchants opened semi- or 
legitimate commercial enterprises. 
Blackmail, extortion and loan shark- 
ing rackets became common. Yakuza 
began to play an important role in 
labour unions, especially in the docks 
of the major ports and in the coal mines 
of Kyushu. Many yakuza went abroad 
in the 1930s, to China and Manchuria 
— or Manchukuo, as the puppet-state 
was called then — to take part in "land 
development" programmes. 

They were deeply involved also in ul- 
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HONG KONG 
RESIDENTS 
OFFERED 
SPECIAL 
WELCOME 

IN TAIWAN 


PE RST 





any residents of Hongkong, beset 
M with doubts and uncertainties about 
the colony s future, must look with 
longing at Taiwan's security and stability. 
The island's economy is booming, in- 
flation and unemployment are at in- 
significant levels, and its institutional 
investor credit rating is highest in Asia 
after only Japan and Singapore. In view 
of this situation, the government of the 
Republic of China is moving to provide 
help for Hongkong Chinese who might 
want to invest and settle down in Taiwan. 

Three committees have been set up 
especially to aid people from Hongkong. 
The Hongkong Committee, organised 
by the Executive Yuan (Cabinet) and 
headed by Vice Premier Lin Yang-kang, 
is respondible for working out measures 
to deal with problems arising from the 
future takeover by mainland China and 
to assist Hongkong residents. The 
Overseas Chinese Affairs Commission 
has set up an information centre to 
answer queries from . Hongkong's 
Chinese residents concerning entry and 
exit, investment, property purchases, 
settlement, and schooling in Taiwan. 
And the Ministry of Economic Affairs 
has set up a team to help Hongkong 
Chinese who want to make investments 
in Taiwan. 

The aim of this assistance is not 
simply to provide an escape for people 
who are worried about living under 
communist rule. Explains Linin Day, 
director of the Department of Monetary 
Affairs, Ministry of Finance: “If a person 
from Hongkong wants to come here, 
he won't just want to buy a house and 
put his money in the bank; he'll want to 
come and develop here. We want to let 
him know that we have a good invest- 
ment climate and a good financial en- 
vironment for him. We want to provide 
him a way to invest here, to feel the 
R.O.C.'s development potential." This 
works both ways, of course; entre- 
preneurs from Hongkong can make real 
contributions to future economic develp- 
ment in Taiwan, especially in areas where 


they have special expertise: sophisticated 
textiles, garment design, food and 
beverage operations, and international 
finance, among others. 

The measures now being worked 
out to help Hongkong Chinese invest 
and settle in Taiwan include easier entry 
and exit rules; long-term, low-interest 


Special Advertising Section 


loans for the purchase of housing and 
consumer durables; assistance in the 
areas of schooling, employment, invest 


ment, and bank deposits; accelerated 
action on investment applications; and 
especially 
centives. 


favourable investment іп. 





TAIWAN BIDS TO 
BECOME 
A FINANCIAL CENTRE 


Linin Day, Harvard-educated direc- 
tor of the R.O.C. Ministry of Fi- 
nance’s Department of Monetary 
Affairs, has been instrumental in 
planning Taiwan’s offshore banking 
operation. 





t 


n the light of its geographical environment, the Republic of 

. China at present has an important task to ensure and 
sustain its economic growth. The expansion and internationali- 
sation of the domestic financial sector is an important means 


of achieving this goal. Therefore, we launched offshore banking 


operations in June, 1984. In less than six months, the total 
assets of our seven offshore banking units (OBUs) have already 
surpassed US$3 billion. 

The OBUs now provide non-residents (including overseas 
Chinese) several incentives, ranging from high interest rates to 
tax breaks. For instance, non-residents can deposit their funds 
into or withdraw them from local OBUs at will, without being 
subject to current foreign-exchange regulations. In addition, 
the interest rate applied to their deposits is in line with the 
prevailing market rate. Furthermore, interest income earned by 
non-residents is completely free from tax withholding. 

In the short run, offshore-banking operations here will 
undoubtedly have difficulty in competing with the established 
financial centres around this region. However, we are confident 
that, given the experience and relaxation of regulations to be 
gained over time, we will certainly emerge as a respectable 
financial centre in the Far East. 
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An essential part 
of any buying trip 
to Taiwan 


upgrading of the nation's finance in- 
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extension of loans, securities transac- 





OFFSHORE dustry by allowing local banks and for- tions, foreign-exchange transactions and 
BANKING eign bank branches in Taiwan to open remittances, financial and investment 
AT ICBC: offshore banking units (OBUs), the In- counselling, portfolio management, and 
N A VISION ternational Commercial Bank of China the handling of correspondent relations. 
Nc THE FUTURE was the first to respond. ICBC inaugu- ICBC did not open its OBU, says 





rated its OBU on June 5, 1984. 


Services offered by ICBC's OBU 
include the taking of high-yield deposits, 


PERDAH 
hen the government of the Republic 
of China decided to promote the 


the bank’s senior vice president Chi-chu 
Chen, who heads up its offshore banking 
operations, in the expectation of im- 
mediate financial gain. “We did it for 
the potential rather than for short-term 
profit," he comments. “We think the 
potential is very good, and it will lead us 
to the modernisation of banking activ- 
ities in Taiwan. The offshore banking 
centre here is a catalyst.” 

Chen is confident that as the island's 
finance industry becomes modernised 
and internationalised, Taiwan will be 
fully able to compete with Hongkong 
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Looking for the best place for your offshore 
dollar time deposits? Look no further — 
ICBC has opened the first Offshore Banking 
Unit in the R.O.C., and we're ready to serve 
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Macau, contact the Shanghai Commercial 
Bank in Hong Kong. 





Osaka Branch: 


Bangkok Branch: 


Representative 
Office in Manila: 





THE INTERNATIONAL 
COMMERCIAL BANK OF CHINA 


100, Chi Lin Rd., Taipei, Taiwan 
Tel: (02) 563-3156 
Tokyo Branch: 


4-2, 1-Chome, Marunouchi, 
Chiyoda-ku, Tokyo 100, Japan 
Tel: (03) 211-2501 

Telex: 22317 INTCOMBK 

6-1, 4-Chome, Doshomachi, 
Higashiku, Osaka 541, Japan 

Tel: (06) 202-8575 

Telex; 64828 INTCOMBK 

95 Suapa Rd., Bangkok, Thailand 
Tel: 221-8121 

Telex: 87369 ICB CBKK TH 
10/F, Tytana Plaza Bldg, Lorenzo 
Ruiz, Binondo, Manila 

P.O, Box 562, Manila, Philippines 
Tel: 402576/9 

Telex: 40154 CHUNG KUO 


and Singapore as an international finan- 
cial centre. 


SCIENCE PARK BIDS 
TO BECOME 
TECHNOLOGY CENTRE 
OF ASIA 


he traditional industries in Taiwan, 
t such as textiles and the assembly of 
consumer electronic products, served 
the island well when its economy was 
in the early stages of industrialisation 
and there was a huge amount of in- 
expensive manpower to be employed. 
But today labour in Taiwan is no longer 
so cheap or abundant, and the labour- 
intensive industries are unable to 
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ECONOMIC LIBERALISATION 
and INTERNATIONALISATION 


Taiwan is one of the world’s top traders, with a volume of international 
transactions that puts it among the 20 largest exporters and importers 
on the globe. Today, in line with recent changes in the international 
market place, the island is working hard not only to keep trade growing 








MOVING 


TOWARD FURTHER 


but to liberalise and upgrade its economy and trade as well. 





nternational 

trade is vital 
to the Republic 
of China on Tai- 
wan, the locomo- 

kaa) tive force behind 
its rapid economic development 
and the continued improvement in 
its people’s living standards. The 
R.O.C. government and private en- 
trepreneurs have been so successful 
at promoting trade, in fact, that 
this relatively small island with 
few natural resources has become 
the world’s 17th largest trader. 
And Taiwan’s trade keeps on 
growing; the two-way figure in 
1983 was US$45.4 billion, up 
11.1% over the year before, and a 
similar increase is expected to 
exceed USSSO billion worth of 
trade in 1984. 

Exports are what keeps the 
R.O.C. economy humming. The 
economic structure has long since 
transitioned from agriculture to 
industry and exports reflect this 
switch; in 1983, more than 
93% of all overseas sales consisted 
of industrial products. Now, spur- 
red by intense competition from 





lesser developed areas with cheaper 
labour, Taiwan's economy is under- 
going a second transition. The 
traditional labour-intense opera- 
tions, such as textile manufacturing 
and assembly of consumer elec- 
tronic products, are rapidly giving 
way to industries that depend less 
on manpower and more on 
technology and brainpower — for 





Vincent Siew 
information 


(the island is becoming a major 
supplier of microcomputers and 
peripherals to the world market) 
and precision machinery. In 1983, 


instance, products 


for the first time, electrical 
apparatus and electronic products 
overtook textiles to become the 
nation’s top export category. 

Taiwan products have moved 
out of bargain basements and into 








top-of-the-line shelves in interna- 
tional markets. And, along with 
this change, these products are 
increasingly carrying the 
names of their own manufacturers. 
A few examples: Pro-Kennex tennis 
rackets, Proton TV sets, Multitech 
microcomputers, and Giant bicy- 
cles. As local industry has become 
more internationally minded, the 
government and private 
alike have realised the importance 
of protecting intellectual property 
and have taken strong steps to 
stamp out the counterfeiting of 
foreign products and the misuse of 
foreign brand names in Taiwan. 

As the R.O.C.’s fourth largest 
trading partner, Hongkong plays 
a vital role as a buyer of Taiwan 
products, a supplier of materials, 


brand 


sector 


and a transshipment centre for 
both exports and imports. Thus 
the fate of the 
1997 is a matter of intense concern 
the 
the 


colony after 


to everyone in Taiwan, and 
people 
R.O.C. will do everything in their 


and government of 


power to ensure that Hongkong 
and its residents continue to enjoy 
their 
freedom in the future. 


accustomed prosperity and 


For further information, please contact: 
Board of Foreign Trade 

Ministry of Economic Affairs 

No. 1, Hu Kou Street, 

Taipei, Taiwan, R.O.C. 

Tel: (02) 351-0271 
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AN OASIS OF STABILITY 


W ith the doubt and uncertainty sur- 
rounding the takeover of Hong- 
kong by mainland China in 1997, people 
who reside in the colony or have dealings 
with it will necessarily be thinking about 
finding another place to live or do busi- 
ness. There can be no better alternative 
than Taiwan, an oasis of stability and 


=> sanity among areas that are sometimes 


troubled by political chaos and economic 
turmoil. Taiwan has much to offer: 
political and social stability, an increas- 





TAIWAN, ROC. LAND OF 
HIGH-YIELD INVESTMENTS 


ingly democratic system, a free-market 
economic structure based on a con- 
sistent policy of growth with stability, 
a low rate of inflation, an insignificant 
level of unemployment, universal educa- 
fion, an expanding system of social 
welfare. In short, Taiwan provides an 
environment in which people can live in 
comfort and develop to their full poten- 
tial — economically, socially, and 
politically. j 





For decades Taiwan has been universally considered 
the most favorable place for investment in Asia. 
Among the many privileges, following are uniquely 


outstanding: 


* Social and political stability. 


e Generous tax incentives. 


* Highly qualified engineers and technicians. 
* Well-developed infrastructure. 
€ Responsive and consistent government attitude. 


Taiwan welcomes all kinds of high-tech investment, 
from machinery to automotive parts, from informa- 


tion to electronics. 


A good news: 
service industry is also acceptable. 


investment in 


Get in touch with us today. Specialists at our two 
Centers stand ready to offer you “one-stop” service. 
We help make you a part of the endless success 
stories of investing in Taiwan. 


In Hong Kong, please contact: 


Investment Liaison 


Office, 415 Central Building , 3 Pedder Street, Hong 
Kong. Tel.:5-243337, 5-231851. Cable: TSINGRICH 
Hongkong. You may also write or telex us at the 


following address: 


JOINT 
MINISTRY 


Sth & Oth Fi., 7 Roosevei 


INDUSTRIAL INVESTMENT SERVICE 
OF ECONOMIC AFFAIRS, REPUBLIC OF CHINA 





INDUSTRIAL DEVELOPMENT & INVESTMENT CENTER 


CENTER 


t Road, Section 1, Taipei, Taiwan, Republic of China 
Telex: 10634 INVEST/Tel.: 


(02) 394-7213, 394-7217 
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for many years, been 


aiwan has, 
rated one of the most favourable and 
secure places in Asia for foreign invest- 
ment. There are many reasons for this. 
Political and social stability have elimi- 
nated the uncertainty and constant 
changes that commonly hamper econo- 


mic progress. Government officials, 
up to the highest levels, are always 


` accessible to businessmen and anxious 


to help them solve their problems. The 
labour force is skilled, well educated and 


disciplined. The infrastructure is highly 


‚ devel ped and provides excellent com- 
cations, transportation, and sup- 
porting industries. The economy works 
on the free market principle and is 
constantly becoming more liberalised. 





Incentives offered by the govern- 
ment provide additional inducement for 


. foreign and overseas Chinese investors. 


These include provisions for 100% 
ownership by overseas investors; remit- 
tance of all net profits and interest 
earnings; repatriation of 100% of 
investment capital; a five-year holiday 


BÉ on business income taxes, with a deferred 
| commencement date for certain capital- 
| and technology-intensive productive en- 
| terprises; 
| imported machinery and equipment for 

Mm specifically designated industries; and 


import duty exemption on 


installment payment of import duties 
for machinery and equipment brought 
in by productive enterprises. - 
Because of Talwan's cultural tradi- 
Chinese from Hongkong and 
other areas find the island particularly 
compatible and attractive for their 
business ventures. Overseas Chinese and 
foreign investment from Hongkong is 
up considerably this - year. To make 
Taiwan still more attractive for. Hong- 
kong investors, explains T.Y. Wan, 
director of the R.O.C.’s industrial 
Development and . Investment Centre, 


| "A new amendment to the relevant 
| provisions, which is now being processed 
| for 
| Chinese. from Hongkong to 


enactment, will allow overseas 
import 
used machinery and equipment as 


equity capital for investing in Taiwan." 


customer is always right,’ " notes Chen. 
"We do our best to fill all of our cus- 
tomers requirements, so long as we can 
afford it. And our customers are happy 
with us, because we're not only trying 
to make money from them. We're 
friends with them too." 





ISLAND 
OF 
ax dz Ls CONTRASTS 


aiwan is an island of contrasts. Tradi- 
tional Chinese culture exists side by 


T 


side with the jet-setting ways of interna- 
tional businessmen. Ancient temples are 
next door to the most up-to-date bou- 
tiques. Handicraft products turned out 
painstakingly one at a time have their 
items 


place alongside mass-produced 


made by robots. Elegant chi pao dresses 
are seen at the same parties as the latest 
Paris fashions. Warm personal hospitality 
is found in the midst of the impersonal 
crowd. The tranquillity of rice paddies 
in the country provides release from the 
stresses. of the asphalt jungle. High 
mountainsrise beside white-sand beaches. 
Noodle stands and street hawkers vie for 
business with opulent restaurants and 
large department stores, Isolated retreats 
give release from the bustle of the big 
city. 

Getting to Taiwan is easy. Travellers 
through East Asia, and those coming 
across the Pacific, can often arrange a 
stopover on the island at no extra cost 
in air fare. Once they arrive, most visitors 
spend all of their time in Taipei and its 
immediate vicinity. They take day tours 
to the famous National Palace Museum, 
the new Taipei Fine Arts Museum, and 
the National Museum of History, where 
they see the finest of Chinese art from 
prehistoric times down to the present. 
They visit the old Presidential Office 
Building and the awesome new Chiang 
Kai-shek Memorial Hall, and enjoy the 
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flowers and natural greenery at Yang- 
mingshan Park. They might watch the 
aborigine dances at Wulai, or see the 
fantastic rock formations at Wulai, oi 
travel along the scenic north coast. At 
night, they visit temples, bustling night 
markets, Peking opera 
perhaps a disco nightclub. 


performances, 


To miss the rest of Taiwan, how- 
ever, is to miss some of its most charming 
attractions. Taroko Gorge on the east 
coast 15 known throughout the world 
for its vertical marble and granite wails. 
Up the Central Cross-Island Highway 
from the gorge is the mountain resort at 
Lishan, with its fruit orchards clinging 
to impossibly steep slopes. Sun Moon 
Lake, in the center of the island, is 
perfect for quiet relaxation. Mt. Ali, à 
resort farther to the south, is known for 
spectacular and the 
clouds" phenomenon. On the southern 
tip, Kenting National Park has botanical 
gardens, coral and 
almost all the year round. There is more 
than this, much more. Whatever a visitor 
wants, he can probably find in Taiwan. 
All he needs do is look. 


sunrises "sea of 


reefs, swimming 





As a vacationland of many-splendored loveliness, 


Taiwan is ideally located in the far western Pacific at the 
2 crossroads of Northeast and Southeast Asia. The island is 
served by 13 air lines, and stopovers between the two regions 
involve no éxtra air fare. 


Highlands cover two-thirds of Taiwan which has 62 
peaks more than 10,000 feet tall. The tallest is Yu Shan or 
Jade Mountain, 13,114 feet high — the loftiest peak in 


Northeast Asia. 


Among its numerous attractions, the island offers the 


evening. 


in the world. 


luxury of world-class international hotels; the myriad delights 
of the world’s choicest Chinese cuisine; and an excellent 
transportation system that makes all places of interest easy 

to reach. For instance, a round trip from Taipei to the 
12-mile-long Taroko Gorge, one of the greatest natural 
wonders on this planet, can be made between morning and 


Among the island's paramount attractions is the 
fabulous National Palace Museum in Taipei which houses the 
most extensive individual collection of Chinese art treasures 


One thing more to remember: Taiwan ranks with the 
best any where as a shopping center. 


NO TRIP TO OR WITHIN THE FAR EAST 15 ( dear 
COMPLETE WITHOUT A VISIT TO TAIWAN; 50у 
or 


COME OUR WAY FOR A WONDERFUL STAY 


For information write to the Tourism Bureau, 9/F!. 280 
Chunghsiao E. Rd., Sec. 4 (or P.O. Box 1490], Taipei, 
Taiwan, Republic of China Cables: ROCTB TAIPEI 
Telex: 26408 ROCTB Tel: 721-8541 




















Enjoy CAL’s Dynasty Class!! 


on every CAL international flight 


In addition to our Boeing 747 flights, 
all CAL Boeing 767 and Airbus A300 
offers Dynasty Class, closest to 
first class at just the economy fare. 


Relax on seats usually reserved for first-class passengers. 
A full 29” wide with 42” between rows. 

Check in at special counters. 

Baggage allowance same as first class. 

Guaranteed choice of meals plus a wide range of 
complimentary drinks. 


Dynasty Class provides you with more comfort, 
more convenience and more service. 





compete effectively with cheap-labour 


developing countries any more. And so 
Taiwan has only one way to go: to 
upgrade its industries in the direction 
of more sophisticated capital- and 
technology-intensive operations — com- 
puters and precision machinery, for 
example. 

The Science-Based Industrial Park 
was established to promote and acceler- 
ate this necessary transition, to give 
high-tech industries an ideal environment 
for development and to provide em- 
ployment for the R.O.C.'s outstanding 


pool of .technical and engineering. 


talent. Its aim is to become the centre of 
technology — the “Silicon Valley" — of 


Asia. And more. “We not only want to 


upgrade local technology," says Dr. 
Shin-chien Yang, deputy — director 
general of the Science-Based Industrial 


Park Administration, “but Taiwan's 


management and marketing as well.” 
The park is located on a 2,100- 


hectare site in Hsinchu, north-central | 
Taiwan, about an hour from Taipei. The 


area includes two top technology- 


oriented universities and the govern- 


ment-backed Industrial Technology Re- 
search Institute, all of which have close 
relationships with the park's administra- 
tion and the companies located in it. A 
total of 470 hectares have been develop- 
ed so far, in the first and second phases 
of the park's growth; the third phase, to 
begin next year, will add another 300 


hectares. 
In general, the investments most 


welcomed in the Science-Based Indus- 
trial Park are those in the areas of elec- 
tronics and information, precision instru- 
ments and machinery, materials science, 
energy science, and biochemical en- 
gineering. Other high-technology in- 
dustries may also be approved. Special 
incentives are offered for investment in 
the park. 

More than 60 companies have 
already been approved for the park, 
and about 42 are already in operation; 
most of them now have products on the 
market. About 10 are foreign invest- 
ments, including Qume and Key Tronics; 
most of the rest are new firms that have 
been set up by overseas Chinese who 
have gained technical expertise in the 
United States and elsewhere. The 
patent or know-how that they bring 
back can count for up to 20% of the 
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We offer living amenities, favorable financial back-up and ex- 
cellent technical manpower. With your technology, SIPA will 
help you to make your venture a great success with---- 

ж 5-year Tax Holiday 

ж Import/Export Duty Exemptions 

* Low Interest Financing 

x Standard and Custom Factory Buildings 

ж Joint Venture Options 

ж Patents/Know-how for Equity Shares 

ж Housing, Clinic & Recreational Facilities in a Fully Self-Contained Site 
ж Bilingual Schools 

Science-Based Industrial Park Administration 

2 Hsin Ann Road, Hsinchu, Taiwan, R.O.C. 
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WE TAKE MORE CARE 


Whatever you have to transport between the Far 
East and Europe, U.S.A. or Australia, we know 
how to handle it best. When it comes to shipping. 
Yang Ming Line is always your best bet. 


1 ЯА | > 4 Y a |. 

l хД 2. 

Hwaining Bldg., 4th FL, 53, Hwai Ning SL, Taipei, Taiwan, ROC. 
Cable: "YANGMING" Taipei. Telex: 11572. Tel: 3812911 (19 Lines) 


you can берема on 


ECHOLAC | 


QUALITY CASES 


ATTACHE CASE 
TRAVEL CASE 
BEAUTY CASE 


EcHoLAc CO., LTD. 


TTH FL. 3, TUN HWA SOUTH ROAD CABLE: "ECHOLAC" TAIPEI 
TAIPEI, TAIWAN, 105, КОС, i ЕХ: 22293 ECHOLAC 
HEFT 
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More companies will soon be setting 
up in the Science-Based Industrial Park, 
among them some of the world's best- 
known high-tech firms. Like the manu- 
facturers already operating in the park, 
they will profit themselves while, at the 
same time, helping elevate Taiwan to a 
higher level of technology. 


YANGMING MARINE 
BEEFS UP FLEET FOR 
BETTER SERVICE 


or a country so heavily dependent 
Е on trading as the Republic of China, 
shipping is vital to continued economic 
development. In the R.O.C., a large part 
of the responsibility for moving imports 
in and exports out of the country falls 
on the Yangming Marine Transport 
Corp. 

Yangming Marine, established in 
1972, is the largest national carrier in 
terms of total capacity; with nearly 2 
million tons, it operates about 3096 
of the R.O.C. fleet. The company's 
fleet include eleven 1920 TEU full- 
container vessels, three 756 TEU full- 
container vessels, four multi-purpose 
vessels with capacity of 600 TEU each, 
five 100,000-ton and one 230,000-ton 
tankers, four 28,000-ton bulk carriers, 
and three 66,000-ton Panamax-size 
ships. Two other 130,000-ton bulk 
Carriers are operated for the China Steel 
Corp. The fleet is very young; the 11 
large container ships are under three 
years old, and the Panamax vessels were 


delivered just this year. 


Still, comments Chwen Shi Chen, 
Yangming’s vice president: ‘We need 
more ships; we need to increase our 
service and the frequency of our sailings. 
For a liner service, the ideal is weekly 
sailings.” To this end the company is 
paying US$31 million each for four new 
3,000 TEU full-container vessels, all of 
which will be delivered by early 1986. 

Yangming's ships connect the Far 
East with North America, Europe, the 
Middle East, the Red and Mediterranean 
Seas, and Australia. A new triangular 
Taiwan-]apan-Korea-Taiwan service was 
inaugurated in October 1984, and Carib- 
bean Sea and South Africa routes are 
under consideration. 

"Our foremost principle is: ‘The 


э” Т" 


tranationalist politics, for ming patrio- ¥70 ‚000 in Jag pan, w after paying 
ese triads. | US$50 in the "US, ain a handsome 


tic societies, a little like Chi 
Gangsters were naturally anti-com- 
munist. Like Al Capone, who express- 
ed his “100% support of American free 
enterprise,” yakuza opposed every- 
thing that threatened their operations. 
Thus, they distinguished themselves as 









profit for the dealer. 

As is the case with criminals else- 
where, Japanese gangs are becoming 
more business orientated — rightwing 
politics often being little more than a 
legitimate front — and less like protec- 


effective strikebreakers. It was in the | tion societies for social outeasts. And 


same spirit that they were prepared to 
guard the route which then US presi- 
dent Dwight D. Eisenhower was sup- 
posed to take on his planned visit to 
Tokyo in 1960, a year of violent anti- 
American demonstrations. (The visit 
had to be postponed.) 

One of the problems facing the police 
today is the breakdown of communica- 
tions with many modern gangsters. 
More and more yakuza refuse to stick 
to their traditional roles and will en- 
gage in anything to make money. 
Moreover, as one Tokyo police officer 
in charge of organised crime put it: 
"They won't listen to us any more.” 
Nor will gangsters always 





| however. Last year 
listen to | stimulant drug abuse were reported, 


like all Japanese businesses, the 
yakuza have started to engage in vari- 
ous enterprises overseas. An interna- 
tionally minded gangster boss in 
Osaka nevertheless lamented the 
parochial outlook of his criminal coun- 
trymen. It appears that yakuza ac- 
tivities outside Japan are either aimed 
at the Japanese market, or at Japanese 
working abroad. 

Drugs are a case in point. Since the 
1950s there has been little demand for 
heroin or any other opiate. There is a 
huge and still steadily growing market 
for stimulants, mainly amphetamines. 
37,739 cases of 


NHK interview with Japan's new Godfather: recognised if not always admired. 


and 23,365 people were arrested for 
trafficking. Police and gangsters ex- 
plain the high demand for stimulants 
rather than opiates by pointing to the 
active nature of Japanese, who, they 
say, would rather be stimulated than 


their own bosses, which makes vio- 
lence harder to control. The relation- 
ship between oyabun and his kobun 
(children), based on loyalty and obedi- 
ence on one side, and paternal benevo- 
lence on the other, is beginning to 
break down. According to a Tokyo 
police officer, “if the boss fails to gen- 
erate enough money, his men will no 
longer be loyal.” 


he use of firearms — anathema to 

the old yakuza code — is becoming 
more common: there were 194 cases of 
violent crime using firearms in 1982, 
still negligible compared to the United 
States. The figure is so low because the 
strict Japanese gun laws make 
firearms very hard to get and thus ex- 
pensive. Yakuza still mostly use knives 
or swords on their victims. But one of 
the reasons yakuza areoperating over- 
seas, especially in the Philippines and 
the US, is to procure firearms. A .45 
calibre handgun fetches around 
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Japan than elsewher e. Yakuza are set-, 
ting up such services in South Korea 
(notably Cheju Island), in Hawai, the 
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ing from “Japanese-o1 
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often intimidated with similar effi» 
ciency by sokaya 

This institution was di v last 
year by a new law, whi the 
companies themse! the 





drugged into a dreamlike state 
Perhaps. The number of ordinary 
housewives among the addicts seems 


| to indicate the opposite, however: it is 


the excruciating boredom of life in 
suburban Japan which appears to 
drive people to artificially induced ex- 
citement. 

Gambling and prostitution, too, are 
largely a Japanese affair. The massive 
number of Japanese tourists travelling 
abroad — 400,000 a year in California 
alone — has offered oportunities to the 
yakuza. Japanese are often uncomfort- 
able dealing with foreigners and prefer 
Japanese to organise prostitutes or 
gambling sessions for them — both 
vices are illegal and, in the case of 
prostitution, much more expensive in 


gangsters perpetrating {1 re- 
sponsible for such practi 
then, sokaya have turned 
tions to Japanese firms ovt 
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_former South Vietnamese prime 











By Robert Manning in Washington 


he most recent phenomenon of 

Asian organised crime in the United 
States is that run by Vietnamese re- 
fugees who entered the US in the after- 
math of the US withdrawal from South 
Vietnam in 1975. At present there are 
close to a million Vietnamese refugees 
in the US including much of the former 
South Vietnamese political and mili- 
tary elite. 

They have been concentrated in sev- 
eral areas including Southern 
California and Arlington, Virginia 
— a Washington DC suburb — but 
also are present in 27 states across 
the US. According to Ken Adair, of 
the Garden Grove, California, police 
department, “Orange County is ap- 
parently becoming a cultural and 
financial centre for the Vietnam- 
ese in the US. Already there are 
two very large Vietnamese banks 
and numerous import-export busi- 
nesses.” 

The Crime Commission and an 
Arizona task force have identified 


Intriguing tale 
of Dry Duck 
and Bamboo 


By Carl Goldstein in Taipei 


hen the United States’ Federal 

Bureau of Investigation and 
Daly City, California, police an- 
nounced that the prime suspects 
in the 15 October murder of Chi- 
nese-American writer Henry Liu 
were three members of the Tai- 
wan-based Chu Lien Pang, or Unit- 
ed Bamboo Gang, it endorsed a 
well-known fact: the reach of 
Taiwan’s underworld has long ex- 
tended beyond the island’s shores. 

With a worldwide membership esti- 
mated at 10,000 or more, the Chu Lien 
is the largest and probably most ac- 
tive of Taiwan’s underworld socie- 
ties. It reportedly has operations in 
Hongkong, the Philippines, Indonesia, 
and the US. Another major gang that 
has been able to expand overseas is the 
Four Seas, which has been identified 
with kidnapping and extortion in the 
US West Coast. 

The Chu Lien appears to have been 
the chief target of an anti-gang drive 
launched on 12 November by Taiwan’s 
police and security forces, billed as 
Operation Clean Sweep, which had re- 


48 


Hooded witness: the ‘dark side.’ 


from Orange County 


minister Gen. Nguyen Cao Ky as the 
head of the Vietnamese gangs in the 
US. A commission staff report asserted 
that Vietnamese gangs operate in 13 
states, including New York, Pennsyl- 
vania, California and Virginia, vic- 
timising almost exclusively Vietnam- 
ese refugees and some Chinese. Ky re- 
portedly masterminds the gangs from 


Orange County with the aid of four or 


five former South Vietnamese generals 
















sulted in 400 arrests by mid-December. 
Taiwan has hundreds of gangs, some 
little more than neighbourhood social 
clubs defending their turf and perhaps 
running local gambling clubs. 

The Chu Lien started out that way in 
the mid-1950s when it was established 
by working-class youths in the Taipei 
suburb of Yungho. Since then, how- 
ever, it grew into a highly organised 
crime society, with separate chapters 
named after the cardinal virtues of 
Confucian morality: benevolence, loy- 
alty, filial piety, and so on. Its range of 
activities reportedly include such non- 
Confucian vices as prostitution, 
gambling, extortion, gun-running, and 
smuggling, especially weapons. The 














in ‚05 Angeles San Fra 1cisco, He ous- 
ton and Chicago. . 

According to the witness, who wore 
a black robe апа а hood during the 
hearings, Ky's organisation is known 
as the "dark side" of an above-ground 
anti-communist group. The gangs it 
controls are the Black Eagle in San 
Francisco, Fishermen in Houston, 
Eagle Seven in Chicago and the Frog- 
men in Orange County. The witness de- 
tailed to the commission burglary, ex- 
tortion, and robberies conducted 
against Vietnamese homes and busi- 
nesses, as well as some Chinese busi- 
nesses. There have been a number of 
attacks on Vietnamese refugee jour- 
nalists who sought to expose gang ac- 
tivities. 

The witness said that gangs 
rationalised their extortion, robbery 
and other crimes by claiming they 
are anti-communist groups raising 
money for guerillas in southern Viet- 
nam. Ky denies that he is the leader, 
telling a recent interviewer: “My 
way of life today is not fit at all 
to the life of a Mafia chief or 
gangster.” 

Chinese triads had a minimal pre- 
sence overseas until the large-scale 
US intervention in Vietnam in the 
late 1960s. Then, a huge new market 
for heroin offered itself. The largest 
of the triad groups, the 14K, is said 


group has attracted increasing at- 
tention in recent years, not only be- 
cause of widespread criminal activi- 
ty, but also due to highly pub- 
licised links with prominent film- 
industry and show-business fig- 
ures. 


үү: rumoured links with 
police and security personnel 
also have raised eyebrows. In the 
recent anti-gang drive, some of 
the raids were carried out by po- 
lice and Taiwan Garrison Command 
agents bearing sealed envelopes 
with their targets names and ad- 
dresses to prevent tipoffs from inside 
sources. 

Hongkong, for a long time, has 
been almost a second home for the 
Chu Lien Pang; it was registered there 
as a sports club until the police cracked 
down on it this year. The gang also has 
established an alliance with the 
Yamaguchigumi, the largest under- 
world societies in Japan, even allowing 
its Japanese associates to operate in 
Taiwan. It is a natural link, in a way. 
The brothels and nightclubs of Taipei 
and Peitou, a northern suburb, long 
have been popular destinations for 
tour groups of Japanese men. The 
Yamaguchigumi reportedly help bring 
in the customers and then share in the 
profits. 

In recent years, the US has become 
the chief target for expansion by 
Taiwan's biggest gangs. The growth in 
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trade, and has several hundre 
Pos in a ууа of ‘North A 
cities — such as Sati Francisco, Los 
Angeles, Chicago, Seattle, Vancouver, 
Toronto and New York — with large 
Chinatowns. US investigators say 
there is a nucleus of eight main triad 
leaders in Hongkong. 


р: the recent Crime Commis- 
sion hearing in. late October — the 
first extensive US investigation into 
Asian organised crime activities here 
— hooded anonymous witnesses dis- 
closed that some of the major tongs 
(groups within the triads), such as the 
On Leong Tong and the Hip Sing Tong 
control various street gangs and have 
begun to recruit Vietnamese mem- 
bers as well. A number of US-based 
gangs are controlled by these tongs. 
The Hip Sing Tong controls the Fly- 
ing Dragon Gang, while On Leong 
Tong has the Ghost Shadows, a gang 
which has chapters in New York, 
San Francisco, Chicago, Texas and 
Seattle, as well as in Canada. 

In the same hearings, witnesses 
identified former Hongkong police- 
man Eddie Chan, now based in New 
York, as a leader of the On Leong 
Tong. Chan owns a number of res- 
taurants in New York, and also is 
chief executive of a financial group 


Chinese immigration to the US in re- 
cent years has created large 
Taiwanese communities in Los 
Angeles, San Francisco, New York, 
and — to a lesser extent — Seattle 
and Houston. The Chu Lien and Four 
Seas are considered to have been the 
most successful, setting up gambl- 
ing, prostitution and drug rings in 
these cities. Just as the Chu Lien is 
known to have cooperated with the 
14K triad in Hongkong, it re- 
portedly has linked up in the US 
with a Vietnamese gang on the West 
Coast, the Yue Ching, and in New 
York, the Hua Ching, a Chinese 
gang. 

The Liu case (REVIEW, 22 Nov.) has 
put a spotlight on Taiwan gang ac- 
tivities in the US. The murder of Liu, 
who wrote a critical biography of 
Taiwan President Chiang Ching-kuo 
as well as other articles on Kuomin- 
tang (KMT) history, has aroused wide- 
spread concern that he may have been 
killed for political reasons. When 
American police authorities named 
three prominent Chu Lien gang mem- 
bers as suspects, however, it appeared 
to raise more questions than it 
answered. Above all, what motive 
would the Chu Lien have for killing a 
political writer in California who, ac- 
cording to friends and family, had no 
underworld connections? 

Two of the suspects were arrested in 
Taiwan in November in connection 
with the anti-gang drive, including 
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under investigation in three US cities 
for stock and commodities futures 
fraud. 

During the Crime Commission hear- 
ings it was disclosed that in a secret 
meeting in January 1983, triad leaders 
met in Hongkong to decide on control 
and territory of gangs operating in Los 
Angeles and San Francisco, which 
chief counsel James Harmon said, 
"was significant because it was an ef- 
fort to centralise control [of Chinese 
gangs] on an international basis." Dur- 


ing the commission's hearings, hooded 
witnesses also described heroin opera- 
tions done in conjunction with the 





Chen Chi-li, known popularly as “the 
Dry Duck," one of the top leaders of the 
Chu Lien. The third is said to have es- 
caped to the Philippines. The US has 
issued an extradition request for Chen, 
but in the absence of a formal treaty, 
the authorities here have no legal obli- 
gation to return him for trial. 

The case is attracting considerable 
attention to see how Taiwan wil! deal 
with it. They could choose to hand 
Chen over to the US, which presuma- 
bly would help scotch rumours, denied 
by Taiwan, that the KMT was some- 
how involved in Liu's murder. At the 
same time, this would contravene local 
law, which states that Taiwan nation- 
als should be tried here. 
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e Дуб» ду microcosm of the 
new Pacific-rim crime network 
brought to light in the hearing was the 
experience of Monterev Park, a small 
town of 60,000 near Los Angeles witha 
Asian population. According to 
the town's police chief John Elder, 
Monterey Park has seen more then 
eight shootings in the past four months 
resulting from power struggles be- 


| tween five Chinese gangs. Elder said 


that the town, which less than a decade 
ago had only three or four banks, now 
has 28, many owned by Asians. 
is US$1.5-2 million being laundered in 
our city," said Elder п 








- Brotherhood 
of extortion 


By Emily Lau in Hongkong 

riads, originally secret societies 

formed in the 17th century, have 
been a scourge of Hongkong ever since 
the British took over in 1842. Only 
three years after the formation of the 
colony, legislation had.to be intro- 
duced to counter the triad menace. Re- 
cently Chief Secretary Sir Philip Had- 


don-Cave said triad societies were still ^ 


well-organised and there had been а 


revival over the past 10 years, A police | 


report in 1976 had under-estimated 
the extent of the problem and had mis- 
led the government into thinking that 
triad societies existed "largely in name 
only." 

The truth is, triad societies are ex- 
tremely active. In 1974, a police report 
by then head of the Triad Society 
Bureau, Supt Norman Temple, warned 
of the seriousness and extent of the 
problems posed by triads. "They 
monopolise. They intimidate, They 
pander. They wound. They kill. They 
steal... They deliberately exploit the 
fear and mysticism generated by the 
name triad in order to bind themselves 
together, and by similar means hold in 
fear a large and susceptible section of 
the public," wrote Temple, who was 
later convicted of corruption 

A senior government official esti- 
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in Hongkong, with 


, government policies are responsible 


for the growth of triads. To counter 
this, the government has identified a 
number of target areas where triad ac- 
tivities are most rampant. These in- 
clude construction sites, hawkers, ab- 
batoirs, public light buses (PLB), 
schools, cargo-handling basins, squat- 
ter areas, government temporary- 
housing areas and martial-arts and 
football clubs. 

Government sources admit the 
triads literally run the PLB operations, 
forcing drivers to pay protection 
money for lucrative routes and free- 
dom from interference. A non-pro- 
tected PLB driver trying to ply a pro- 
tected route or use a protected termi- 
nal will be intimidated or assaulted 
and his vehicle damaged. Hawkers also 
have long been victimised by triads. As 
with PLB drivers, the triad extortion 
rackets use criminal pressure to collect 


protection money from 
them. 

Triads are also involved in 
drug trafficking, illegal 


gambling, prostitution, por- 
nography and loan sharking. 
Urban councillor Elsie El- 
liott, a life-long campaigner 
against triad societies, alleged 
that triads also have infil- 
trated a number of govern- 
ment departments, the Royal 
Hongkong Jockey Club, the 
Legislative Council and the 
police force. Because of the 
close connections between 
some top officials and the 
triads, she said, the govern- 
ment has refused to face up 
to the immensity of the prob- 
lem. 


part from the areas iden- 
tified by the govern- 
ment, Elliott said triads are 
also very active in the new 
towns and villages in the 
New Territories, where they 
extort protection money 
from shopkeepers and re- 
Staurateurs. And по or- 
ganised-crime syndicate can 
operate without the protec- 
tion of triads. Despite the 
setting up of the Indepen- 
dent Commission Against 
Corruption, she said, build- 
ing contractors still complain to her 
about the need to grease the palms of 
government officials if they want their 
building plans approved speedily. As 
for complaints against triads she has 
made to the police, she said they were 
rarely dealt with satisfactorily. Her 
reason: there are triads in the police. 
The triads first began as a political 
movement and the members were 
bound by oaths of blood brotherhood. 
The word “triad” was derived from the 
sacred emblem of the society — a 
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20,000 mem- 
bers. The official also admits that some’ 
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of silence and trust. 


n March last year, the bullet-riddled 

body and severed head of shoe im- 
porter and suspected Mafia figure An- 
tonio Turano was found wrapped in 
plastic and dumped on a deserted lot in 
Queens, New York. His gangland-style 
execution was the grisly postscript to 
the first known case of direct coopera- 
tion between a Chinese:syndicate and 
Italian- American organised crime in a 
heroin shipment, traced all the way 
from the Burmese border to the streets 
of New York. 

Turano, 45, was apparently held re- 
sponsible for federal agents intercept- 
ing the 15-kg shipment and, according 
to police, had been given the death sen- 
tence and a terrifying ultimatum: to 
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Hongkong addict: spectrum of rackets. 





triangle, the sides of which represent 
the three basic powers of heaven, earth 
and man. When the communists came 
to power in China in 1949, many triad 
members fled to Hongkong. They 
quickly became established and got in- 
volved in heroin trafficking, criminal- 
protection and extortion rackets. In 
the 1956 Kuomintang (KMT)-inspired 
riots, they openly engaged in looting 
and extortion. 

Since then they have concentrated 
their criminal activities in purely pro- 

















take out a million-dollar insurance po- 
licy on his life or his entire family 
would die along with him. The money, 
later reluctantly’: paid to the be- 
neficiary, Turano's younger brother 
Luigi, by one of the United States' in- 
surance companies, is thought to have 
gone to recoup the loss sustained by a 
large New York Mafia family. 

The growing connection between 
Chinese syndicates and the Mafia, 
originally forged during shared in- 
carceration in American and Italian 
jails, is one of the most disturbing 
trends to have appeared in the 
worldwide narcotics trade in recent 
years. "I wouldn't be surprised if the 
Sicilians have been able to establish 


fit-oriented pursuits while retaining 
the initiation rituals. However, 
Chinese sources say they do not dis- 
miss the possibility of KMT sym- 
pathisers collaborating again with 
triads to cause civil disturbance. 
Chinese strongman Deng Xiaoping 
raised the question of triads twice in 
six months when he received Hong- 
kong delegations. He said not all triads 
are bad, some of them are patriots and 
he hoped they would mend their ways 
some day. 

Just as the Chinese are worried 
about the triads causing trouble, the 
triads are equally anxious about the 
prospect of Hongkong reverting to 
Chinese sovereignty in 1997. In Oc- 
tober, a presidential commission in the 
United States heard that triad mem- 
bers are emigrating to North America. 
It was claimed that triad bosses from 
Toronto, Boston, San Francisco and 
Los Angeles met in Hongkong with 
local triads between late 1982 and 
early 1983 to discuss plans for moving 
operations out of Hongkong. 

An influential Chinese-language 
monthly, The Nineties, said in its De- 
cember edition that triad activities 
have definitely become a multina- 
tional operation. The triads are not 
moving out of Hongkong just for poli- 
tical reasons. 

Some gangs move to North America 
and Europe because of the challenge 
posed by the Big Circle gang from 
China. These are recent immigrants 
from China who have turned to crime. 
They are particularly ruthless and vic- 
ious and directly threaten the triads' 
interests. However, some triads have 
decided to cooperate with the new ar- 
rivals. Together they hire *volunteer" 
thugs from China and even the Philip- 
pines to carry out big armed robberies. 
The "volunteers" only stay in Hong- 
kong for a short time, and leave once 
their mission is accomplished. п 
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direct links with 

syndicates lere" 
one veteran = i 
narcotics agent told 
the REVIEW. ti 

Perhaps typical of 
this development is 
the case of Singapo- 
rean-Chinese  traf- 
ficker Koh Bak Kin, 
who was extradited 
from Thailand to 
Italy in August last 
year for his alleged 
involvement in the 
smuggling of 250 kg 
of heroin and 35 kg 
of morphine seized 
aboard a Greek 
freighter in Port 
Said some months 
earlier. 

Arrested by Ita- 
lian police on narco- 
ties charges in 1976, 
Koh served five 
years in a Rome 
prison where he is 
understood to have 
established contacts with leading fig- 
ures in the Sicilian Mafia. Following 
his release, he slipped into Thailand on 
a forged passport and spent more than 
two years living with a Thai-Chinese 
woman — and carrying on his lucrative 
drug business — until Thai authorities 
eventually tracked him down. 
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The New York heroin case, however, 
gives an intimate insight into the 
mechanics of the trade and the connec- 
tion between two groups who may be 
ethnically different, but who share a 
mutual code of silence and trust. It 
began in October 1982 when associates 
of two Chinese brothers — both long- 


established drug. 
dealers with connec- 


tions to the opium- 
smuggling army of 


Golden Triangle 
warlord Chang 
Shee-fu, alias Khun 
Sa delivered the 
l5-kg shipment to 
Mayuret Tankhan- 
chophat, the stout 
39-year-old wife of ã 


Chiang Mai jewel- 
lery shop owner. 
Mayuret, who has 
admitted to having 
had several meetings 
with Chang during 
her lengthy involve- 


ment in the illicit 
drug trade, already 
was under police 
surveillance. Only 


two months before 
according to police 
investigators, she 
had been responsi- 
ble for a similar 19- 
kg shipment seized 
in a Paris undercover operation result 
ing in the arrest of 37 people, most of 
them either Lao, Cambodian or Viet 
namese refugees or Hongkong Chinese 
It was the biggest narcotics case im 
France since 1974, and ultimately alse 
led to the closure of about eight Asian 
restaurants, a popular front for Asian 
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Police were soon to learn that 
Mayuret already had contacted a 
Hongkong dealer to arrange a 
buyer in the US. After flying to 
Thailand to talk over the conspi- 
racy, the dealer tore up a banknote, 
giving half to her and sending the 
other half to Franklin Liu, 50, and 
Andrew Woo, 48, two ethnic 
Chinese employees of a sportswear 
firm located in the same New York 
building as Spanish Steps, the shoe 
importing company owned by An- 
tonio and Luigi Turano. Woo is a 
naturalised American, but Liu was 
identified during investigations as 
the president of a Hongkong trad- 
ing company. 

It was weeks before the arrange- 
ments were finally completed and 
she had been paid the upfront 
money — 20% of the value of the 
overall haul, worth US$2.5-3 mil- 
lion at New York street prices. 
Mayuret left for New York a day 
after the consignment. Apart from 
taking possession of the balance of 
the payment, she was anxious to be 
on the spot for another good reason: 
it was her first shipment to the US 
and she had been told by the 
Chinese that if it went smoothly, 
she would be receiving an order of 
up to 200 kg a month. 

At no point did the Chinese let on 
who the buyers were, a simple pre- 
caution to ensure they would not be 
cut out of future shipments. Mayuret 
claims she was only to receive 
US$8,000 a kg, but that seems hardly 
likely given her experience in the busi- 
ness and the fact that she could easily 
demand US$100,000. 

There were some bad omens from the 
beginning. The taxi driver charged her 
US$175 for the ride into town from 
Kennedy Airport, about six times the 
normal fare. And by a strange coinci- 
dence, she booked into the Holiday 
Inn, across West 57th Street from the 
New York headquarters of the Drug 
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trail. 
Enforcement Administration (DEA): 
agents staked out with powerful bin- 
noculars on the 15th floor of the DEA 
building recall her occasionally walk- 
ing through the bitter cold in fur coat 
and hat to buy a bag of doughnuts from 
a nearby shop. 

The courier, who had arrived safely 
from Bangkok with the heroin con- 
cealed in a false-sided suitcase, met 
Mayuret in the hotel coffee shop on the 
day of her arrival and was told he 
would be given the keys toa car, Liu, in 


WARFARE 


View trom Washington 


Red Flag Over Afghanistan: The Com- 
munist Coup, the Soviet Invasion 
and the Consequences by Thomas 
T. Hammond. Westview Press, Colo- 
rado. £9.95 (US$12). 


Т: Reagan ега has heralded а spate 
of books on Afghanistan by Ameri- 
can security experts. This book is less 
concerned with Afghanistan itself 
than with the attitudes and reactions 
to the crisis in Washington. 

Hammond has had the use of previ- 
ously classified State Department 
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documents, cables to and from the 
United States embassy in Kabul dur- 
ing the Soviet invasion in 1979, and in- 
terviews with such prominent political 
figures as Cyrus Vance, Warren Christ- 
opher, Zbigniew Brzezinski, as well 
as a number of US ambassadors, CIA 


people and State Department offi- | 


cials. 

One would have hoped for a defini- 
tive work on Afghanistan; instead one 
has a Republican propaganda tract 
criticising the Jimmy Carter adminis- 
tration's handling of the Afghan crisis. 








after matching up the torn bank- 
note, and was then trailed to the 
Italian shoe store where he was 
seen meeting with both Woo and 
Antonio Turano. On 17 October, 
narcotics agents. watched the suit- 
case being locked in the boot of a 
grey 1976 Ford parked a short dis- 
tance from the hotel. 

The keys were returned to 
Mayuret in the Holiday Inn and a 
short time later Liu called at 
her room to retrieve them. Then, to 
the surprise of surveillance teams, 
he strolled directly across the street 
and into an apartment block, which 
later turned out to be the residence 
of Antonio Turano. It was his 
brother, Luigi, however, who even- 
tually emerged from the building 
and picked up the car, driving it to 
a garage on East 86th Street. He 
was arrested soon after agents 


The muscle 
of the mobs 


C ontrary to the American image 
of a cohesive "Asian Mafia," or- 
ganised crime in Asia is not 
monolithic. The region's major 
gangs are often in touch, but by no 
means always in concert. 
Moreover, being a member of a 
Chinese triad group, does not neces- 
sarily mean being a criminal, though 
triads are illegal: membership may 
mean simply prestige or protection. Ja- 
panese yakuza (gangsters), on the 
other hand, are professional rac- 
keteers, though their gangs are not 
outside the law. 
Consequently, it is difficult to as- 
sess the real strength of the triads, 
while figures for the yakuza gangs are 


| easier to determine. The main Chi- 
fact, delivered the kevs to the Chiang | 


It lacks analysis and depth and the au- 
thor appears to have little understand- 
ing of the complexities of Afghan so- 
ciety, or politics. 

The scene is set by a comparison 
between Afghanistan and the state 
of Texas. And the central thesis — 
that the Soviets invaded Afghanis- 
tan three times before, in 1925, 1929 
and 1930 — falls flat for lack of evi- 
dence. The text is embossed with 
value judgments ("Russian history is 
the history of invasions") which bear 
little relation to historical facts 
or the political situation on the 
ground. Unfortunately, sub-chapter 
headings such as "Carter gets mad," 
followed by "Vance and Brzezinski 
agree" bring this supposedly scholarly 
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NDS нні: Jc 1 ife 
in a изе отч pa apartment 
house and say: "I'm OK. I've got 
it." Clearly, the heroin was to be 
picked up by someone else. 

Mayuret pleaded guilty before 
her trial in January 1983 and was 
sentenced to seven years' imprison- 
ment. Liu and Woo both drew 10- 
year terms. Luigi Turano was ac- 
quitted, largely because of faulty 
wording in his indictment. A sepa- 
rate trial was ordered for his 
brother and it was only days be- 
fore it was due to begin that An- 
tonio's bullet-riddled body was 
discovered in the College Point 
section of Queens. As one federal 
agent put it: “Obviously, somebody 
thought Antonio was cooperating 
with authorities due to his sever- 
ence from the original trial." 

But there was another dramatic 
twist to the case. When Antonio 


nese and Japanese gangs and 
their memberships are as fol- 
lows: 

» HONGKONG: 14K, estimated 
24,000 members. Known to be 
operating in Southeast Asia, 
Europe and North America. 

Chiu Chau (Chao Zhou) Group, 

16,000 members, subdivided into 
several societies, such as Fuk Yee 
Hing and San Yee On triad so- 
cieties. 
» JAPAN: Yamaguchigumi, based in 
Kobe, estimated 10,437 members, after 
splitting this year. Known to operate in 
South Korea, Taiwan, Southeast Asia 
and North America. 

Sumiyoshi Rengokai — based in 

Tokyo — 6,723 members. Known to 
operate in South Korea, Taiwan, 
Southeast Asia and North America. 
» TAIWAN: Chu Lien Pang, estimated 
more than 10,000 members. Known to 
operate in Hongkong, Southeast Asia 
and North America. 





work down to a lamentably low level. 
The author's only contribution is his 
demonstration of the terrible lack of 


information about Afghanistan among | 


the top echelons of the Carter adminis- 


tration. The US embassy in Kabul was | 
equally uninformed, suggesting at the | 


time of the communist coup in 1978 
that the new leaders might be Muslim 
fundamentalists. 

The State Department never in- 
formed either the Kabul embassy, 
or the press, or even the president 
that the. Soviets had been mobilis- 
ing thousands of troops in Central 
Asia for the 1979 invasion of Afghanis- 
tan. 

The author also outlines how the 
Carter administration supplied arms 
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was picked up in his apartment, agents 
also arrested business associate 
Gaetano Giuffrida, the visiting owner 
of a shoe manufacturing company near 
the Italian city of Florence. Giuffrida 
was released from custody two days 
later and returned to Italy. On 22 
January 1983, he and 11 other suspects 
were arrested in Florence and Palermo 
in connection with the seizure of 80 kg 
of heroin concealed іп a New York- 
bound consignment of ladies shoes. It 


| was Italy's biggest-ever narcotics bust. 





— JOHN McBETH 


to the rebels through Egyptian and 
Chinese sources as early as two months 
after the invasion. Officially Washing- 
ton still denies it has been arming the 
rebels. 

Hammond is also adamant about 
strengthening Pakistan so that it can 
provide a more effective conduit for 
arms to the guerillas; help in the US 
defence plans for the Gulf, and possi- 
bly even provide Karachi as a base for 
rapid deployment force ships. Despite 
Hammond's sympathy with the Af- 
ghan cause, he would clearly like to see 
the war continue to embarrass the 
Soviets yet another American 
academic letting the Afghans bleed for 
the sake of cold-war diplomacy. 

— JAMAL RASHEED 
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roots of an expanding empire. 





Australia’s Elders IXL shifts far and fast from its colonial roots 





By Hamish McDonald in Sydney 


Iders IXL, the controller of Aus- 
3 tralia’s biggest corporate cash 

flow, is part of the country’s ag- 
rarian heritage. Even for city folk, the 
name imprinted itself on the national 
subconsciousness during the annual 
agricultural exhibitions, when ali the 
bush seemed to come to town to show 
off their*prize stud animals, put sheep- 
dogs through trials or display feats of 
axemanship. 

Always in the background were the 
hospitality pavilions of the big pas- 
toral companies — Elder Smith, 
Goldsborough Mort, or Dalgety's — 
whose origins dated back to Austra- 
lia's colonial past. Names as solid as 
the big brick wool-stores they owned 
down at Sydney's Darling Harbour. 

Those names are now faded, as wool- 
handling has moved to modern depots 
on the city outskirts and the aban- 
doned stores wait for the redevelopers. 
But the name Elders remains — in a 
vastly transformed enterprise which 
retains its rural footing, but has grown 
in only a few years into an internation- 
ally disbursed finance, services and 
specialised-products conglomerate 
encompassing, some believe, the future 
directions of Australia's economy. 

Today, it is challenging for the posi- 
tion of Australia's biggest public com- 
pany. Acquisition of its former parent, 
Carlton and United Breweries (CUB), 
in January 1984 took Elders' group 
sales to A$5.58 billion (US$4.8 billion) 
in the year to 30 June 1984, outpacing 
even retailer G. J. Coles and the Broken 
Hill Proprietary Co. mining and steel 
house to become Australia's biggest 
enterprise by sales. 

Corporate ambitions are taking Eld- 
ers into international trading, bank- 
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ing and electronic communications. 
Personal ambitions, it is widely 
suggested, could prompt its chief exe- 
cutive, John Elliott, to take a shot at 
the prime ministership of Australia. 

Much of Elders’ growth is coming 
from the application of modern man- 
agement and technology to its tradi- 
tional operations. It is pushing hard at 
cost savings all along its mammoth 
marketing chain for rural com- 
modities, mostly by replacing physical 
handling and inspection with standard- 
ised, expert description accepted by 
buyers and sellers. 

Stock sales is one big sector, but by 
far the biggest is wool-broking, since 
Elders handles about 48% of the Aus- 
tralian wool clip. Here Elders is pro- 
moting objective sampling techniques, 
computerised storage, and “dumping” 
(compacting) of bales to a third the size 
of traditional bales. 

The other drive is into rural informa- 
tion services. A number of farmers 
have been equipped with micro-com- 
puters in a pilot programme for the Eld- 
ers On-Farm Information Service. 
Using telephone lines, farmers will ac- 
cess a 24-hour service providing them 
with prices of livestock, produce, com- 
modity futures and money markets, 
bank lending rates and agricultural 
and weather data. 

Internally, Elders has about 150 of 
its 380 rural branches on a central in- 
formation system, so that buyers and 
sellers can be matched by one input in- 
stead of perhaps 20 telephone calls as 
at present. Elders will also be using 
Australia’s first domestic communica- 
tions satellite — due to be launched in 
July 1985 — to operate electronic sale- 
yards. 


Moving with the times 


Elders’ rejuvenation dates back only 
three years, to the arrival of managing 
director Elliott. How did Elliott, who 
started out in business only 12 years 
ago with an MBA and borrowed 
money, get hold of Elders? And how 
did Elders, still coping with its merger 
with Melbourne-based foods group 
Henry Jones [XL — and feeling the ef- 
fects on its rural base of one of the cen- 
tury’s worst droughts — get to take 
over CUB (maker of Foster's Lager) 
which at the time owned nearly 50% of 
Elders? 

When Elliott took over in 1981, Eld- 
ers was still a traditional rural trad- 
ing house, tracing its lineage back to 
the arrival of 24-year-old Scotsman 
Alexander Lang Elder іп Рогі 
Adelaide in 1839 on a family schooner 
loaded with goods for sale. The firm 
grew with the nation’s rural economy, 
and by merger, to become the fifth- 
largest pastoral house by the early 
1920s. 


and the next company in size, 
Goldsborough Mort, were the 
two largest Australian-owned houses. 
The biggest were two British-owned 
firms, Dalgety and Co. and New Zea- 
land Loan. The ranking was reversed 
during the ups and downs of the next 
three decades. When the two Aus- 
tralian companies merged in 1962 to 
cope with stagnant wool prices and 
rapidly rising costs, they were con- 
ducting twice the business of the 
British firms, which merged into 
Dalgety and New Zealand Loan (still 
the main rival to Elders’ pastoral ac- 
tivities). 
Company headquarters stayed in 


E lder Smith, as it then was called, 
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Adelaide. C y managed, 
with only 30% ой paid out in di- 
vidends (to p e reserves for the 
seasonal vagarit culture), the 


Smith 
(Elders-GM), had 
wüership among 


company, ‘no 
Goldsborough M 
a huge pnt 






US later Walker had 
taken a look i in 1972, it was rumoured, 
but early in 1981, a real takeover bid 
emerged. After buying through a Mel- 
bourne stockbroker, the Perth-based 
corporate raider Robert Holmes à 
Court revealed on 31 January 1981 that 
his Bell Group held 7% of Elders-GM's 
shares. 

On 19 March he announced a partial 
takeover bid for a 50% equity that 
would have cost him A$120 million 
had it been taken up. The Adelaide es- 
tablishment rallied to the defence, put- 
ting together some A$50 million over 
the next four days to acquire about 
20% of the shares. 

At this point, on 24 March, Holmes à 
Court sold out the 20% he had amassed 
to the merchant bank BT Australia, 
acting on behalf of unnamed clients, 
and taking a profit of A$16.5 million. 
(It later emerged that BT Australia had 
bought the 20% package itself in an at- 
tempt to save an earlier plan to merge 
Elders with coal group White Indus- 
tries.) 

With 4076 of a local flagship in un- 
known hands, the Adelaide Stock Ex- 
change suspended trading in Elders' 
shares and began an inquiry. It then 











emerged that nearly 10% had been | 


bought by publishers of the main 
Adelaide newspaper, The Advertiser, 
who shared a chairman with Elders in 
Sir Norman Young. Having outbid 
Holmes à Court, the Advertiser group 
and other rescuers found themselves 
holding shares suddenly worth much 
less than they had paid. 

At the height of the Holmes à Court 
scare, Elders "white knight" ap- 
peared: Henry Jones IXL — headed by 
Elliott. As soon as Holmes à Court 
made his takeover announcement, one 
of Elliott's key executives, Peter Scan- 

lon, contacted Elders to offer help in 
the defence — on condition that the 
two companies merged. On 24 March, 
Elders chairman replied with a “grand 
plan” of amalgamation between not 
only Elders and Henry Jones IXL, but 
CUB and the South Australian Brew- 
ing Co. as well. 


When Elders' directors came to Mel- 


bourne to discuss the plan, Elliott was 


waiting with a counter-proposal, a 


simple merger between Elders and 
Henry Jones. With CUB directors 
hesitant about Young's grand scheme, 
the Elders team saw the initiative pass 
to БО. 








stige? was immensely useful to Elliott. 


bought the package (with an issue of 





ELDERS PERFORMANC 


His terms stated the obvious: Henry 
Jones would be bringing management 
expertise to the new enterprise, not as- 
ianagement- control 
should go to Henry Jones personnel. 
Instrumental in persuading Elders to 
agree was the. Henry Jones chairman, 
influential business leader Sir Ian 
McLennan, a former chairman of both 
BHP and the ANZ Bank, whose pre- 





he question of securing the loose 
. 20% of Elders’ equity held by BT 
Australia remained. Aware the 
merchant bank was caught on a turn- 
ing market, Elliott negotiated the same 
price BT had paid. Then the CUB di- 
rectors realised that if Henry Jones 


new shares), their equity in the new 
enterprise could be as low as 15% — 
compared with the 32:7% CUB then 
held in Henry Jones. CUB bought the 
shares, and a few weeks later announc- 
ed its own partial bid for Elders. 
The brewery ended up with 49.4% of 
Elders IXL once the merger was wrap- 
ped up. 


Elliott’s next strategic move was the 


A$83. million takeover of the British- 
based pastoral and international trad- 
ing house Woodhall Trust in 1982. The 
Elders IXL team mounted a dawn raid 
in London with early morning tele- 
phone calls to Woodhall shareholders. 
By 8 a.m. on the day of attack, Elders 
had gained acceptances for 15% of the 
stock and increased that before trad- 
ing began on the London exchange two 
hours later. The colonial brashness 


HOW EARNINGS | 
HAVE GROWN 


Net operatin 
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Brierley announced his part 


‘Elders board meeting — with d 
from CUB attending — Elli 






worked, though it shocked th 
market and precipitated a 
exchange rules that bannec 
tics before the gentlemanly © 
9°30:a.m. | 
With Woodhall, the group « 
its pastoral- market sha 
Woodhall's subsidiary A 
Mortgage Land and Fina 
(AML & Бу. It also gained ne 
offices and agencies -— most 
— including the Paterson Si 
Co. network and the Haven 
tion agencies for specialised 
ing services. 
‘CUB fell to Elliott at the end 
ina power-play remarkably: 
the one which gave Elders to. 
was a tempting target. И s 
nearly half the beer market in ғ 
bly thirsty country and had ait 
cashflow, very conservative ê 
and huge assets, including 
ownership of some 350 hotel: 
dator was another firm from. 
podean outlands, Industri 
Ltd, controlled by New 
er Ron Brierley. 
With CUB oe near ly | 
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over bid on 30 November 1 
IXL swung their contingen 
into action while the CUB ` 
perately looked elsewhere foi 
port. 

Elliott firmed up lines of er 
the Hongkong and Shanghai 
Corp. Chase Manhattan 
Citibank and Banque Paribas 
































chairman McLennan rammed. 
a decision in favour of a fu 
takeover of CUB. Valuing th 
group at A$971 million (the f 
was A$998 million), it was th 
takeover ever of an Australian: 
pany. | 
Precisely how and why С UBa x 
to the Elders bid rather than r 
a defence from its own 49.4% s 
Elders is a story hidden by a code 
lence among Melbourne's | 
nabobs. It appears a subst: 
portion of the CUB board: 
alliance as a means of pr 
business once and for 

















































a curious - ТРЕТ in “the name 
rs IXL came with the Henry 
ood business and represented 

ler's motto: “I will excel in 
ngIdo."IXL became the com- 





‘tained shows what excel- 
to managing director John 
C put the Elders group to- 


sh of the original business of 
nes has been sold off likewise 
e unsentimental side of a busi- 
whose enterprise has rarely 
he same for two years running. 
43 and almost hyperactively 
r new opportunities, Elliott 
xpected to take Elders IXL 
‘lines of business — if he stays 


ed with most Australian 
chiefs, Elliott is distinguished 
trategic outlook, comparable 
t of Sir Roderick Carnegie of 
ning house Conzinc Riotinto 
a. This is no coincidence: both 
m the same stable — the Unit- 
еѕ--раѕеа management consult- 
ZcKinsey and Co. — which put 
istakable stamp on their think- 
terns. 

rnegie, in fact, was Elliott’ s men- 
in. the game. Elliott now moves 
у, when he wants to, through the 
ting places of Victoria’ 5 industrial 
oral elite, such as the exclu- 


uggest Elliott also had two 
on the table. 

1а CUB move to buy. the addi- 
1% it needed for majority 
-Elders would respond im- 
ely by diluting capital with a 
sue and thus pushing up the ex- 
for CUB. Should the brewer per- 
win control, Elliott and his 
would quit — leaving the ill- 
ped brewery management with a 
e and difficult empire on its 
S. By these accounts, Elliott's 

do won. О 

s thus has been a rapidly evolv- 
corporate organism over the past 
e years, making year-to-year as- 
ment of performance difficult. As 
w stands, the group is organised 
four divisions — pastoral, interna- 
al, brewing and finance — with 
ities and businesses held in a sepa- 
investment portfolio. | | 

e pastoral division accounts for 
argest proportion of group turn- 
r — about 55% or A$3.06 billion out 
e total A$5.6 billion in the year to 
ne 1984 — and has ridden up with 
Australian rural economy out of 


ie political ambitions of dynamic managing c 
пп Elli ott may rob the company of star material 


oduct brand name. That they | 
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C rector 


sive Melbourne Club, but he started 
from a middle-class background 
which provided him with no important 
family connections or financial advan- 
tages. 

Son of a middle-ranking bank offi- 
cial, he went to a Melbourne private 


School, Carey Baptist Grammar, and 


on to Melbourne University on a 
scholarship from the Broken Hill 
Proprietary Co. (BHP). He took an 
honours degree in economics, and 
worked for two years in BHP's pur- 
chasing department and then in a 
small Melbourne accountancy. firm 
while completing an MBA. 

A guest speaker on his MBA course 
was Carnegie, then head of McKinsey's 
Australian branch. This led to Elliott 
joining McKinsey's in 1966 and his six 
years with the consultants (including 
two in Chicago) gave him a familiarity 
with boardroom level business and in- 
valuable introductions. 

In 1972, Elliott decided to go out on 
his own, and persuaded a group of Mel- 
bourne business leaders to lend him 
seed money. He worked for months 
looking for a company that was strong 
on assets, not too technical and poorly 
managed, and eventually settled on 
Henry Jones IXL. The A$30 million 
(US$25.75 million) needed for a take- 
over came from Elliott's establishment 
friends in the Commercial Bank of 
Australia, the National Mutual Insur- 


the severe drought of 1981-83. Its con- 
tribution to group pre-tax earnings 


83 to A$22.5 million in the last finan- 
cial year, but this was only 27% of total 
pre-tax earnings. 


ustralian farmers still have a lit- 
tle way to go in recovering from 

ЧА the drought and some boost to 
turnover will come for Elders out of 
this. But wool markets are static (the 





Australian Wool Corp. has a stockpile, 


purchased in efforts to stabilise prices, 
equal to.a year’s production) and re- 

strictions on imports of Australian 
beef in Japan, South Korea and the 
United States will be felt on the live- 
stock industry once herd numbers are 
rebuilt from drought-year size. 

Elders' very size in the pastoral in- 
dustry could work against it. Some 
farmer organisations have complained 
about.a single group controlling so 
many aspects of marketing and farm 
services — complaints no doubt en- 
couraged by rivals.of Elders. Market 
share has wavered a little in wool- 


broking, ue Elders said its share of. 





went up from A$12.8 million in 1982- 





onto 1 


bs Hi keover, 
million move on: the. food. producer 
Tom Piper, came within a year and was 
followed during the next six years with 
acquisition of other food companies 
such as Provincial Traders, Cottee's 
General Foods and Wattie Pict, and in 
1980, the maltster Barrett Burston. 

Surplus assets were sold, or recycled 
like the sprawling Henry Jones plant at. 
South Yarra, Victoria — now a trendy 
shopping complex called the Jam Fac- 
tory with Elliott’s headquarters sitting 
on the top floor. 

In eight years, Elliott built Henry 
Jones' annual turnover from A$40 mil- 
lion to about A$400 million. In the pro- 
cess, he recruited many of the execu- 
tives who continue as key lieutenants 
heading the main divisions of Elders. 
He also refined the corporate objec- 
tives and attitudes — most importantly 
a target 25?6 annual growth in earn- 
ings a share, and a constant study of 
activities and assets to sort out the 
weaker performers. 


Eun he looks for businesses 
that can be bought at a low point in 
their fortunes to either add on to exist- 
ing group activities, or for diversifying | 
into a new area that complements a 
present activity. "Synergy," an old 
McKinsey concept, is a favourite word, 
and at least with the pastoral, finance 
and trading divisions, Elliott has 
achieved this. “We get some rub-off 
from these three businesses — two or 
three.turns out of one transaction," El- 
matt said. 


wool sales rose one percentage point in 
1983-84 to 48.6%. | 

Elliott said the initial impact of the 
merger between Elders and the 
Woodhall pastoral company AML & F 
had seen some market loss, but this 
was being recouped. "The efficiencies 
we have got already outweigh any loss 
of share, and in a couple of years our 
share will be more than the total of the 
two separate shares," Elliott said. Part 
of the cost savings are being handed 


back to clients — with wool-handling 


charges sheared by a significant frac- 
tion. | 

The group could still lift its presence 
in some parts of Australia dominated by 
rivals such as Dalgety and NZ Loan or 
Westfarmers. But the main target now 
is to cut costs in its existing share of the 
business. Elders' size puts it in a good 


 position.to force through the pre-sale 


dumping of wool.(compaction which 
would reduce volume by two-thirds), 
sale by description and computerisa- 
tion that would allow drastic cost cuts 
in wool broking. A 

Elders also claims it can put farmers 
rural informa service: efor a 
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kof the Elliott ;eration i: 

Breweries (CUB) takeover, Elliott men- 
tions the existing associations and 
dangers of other "unfriendly" take- 
overs that compelled the CUB board to 
accept his offer. But he adds: "The 
speed at which we moved made sure it 
came about." Crucially, Elders was 
able to come up with the A$900 million 
е to make а cash offer within 48 

ours 

Elliott's ability to hold onto his key 
executives is cited as another strength. 
“Elliott has surrounded himself with 
people who are good at implementing 
his ideas,” said one Melbourne 
stockbroker. Most notable among this 
staff has been Peter Scanlon, an execu- 
tive director who has been at the centre 
of corporate planning and а prag- 
matist whom many see as a necessary 
counterfoil to Elliott. Scanlon's depar- 
ture to run his own business interests 
сере Elliott of one valuable 
operator, though he remains on several 
boards in the group. 

Three of Elliott’s old Henry Jones 
team (all with MBAs) remain as execu- 
tive directors, however. Scanlon's 
place in corporate planning and in- 
vestments has been taken over by 
Geoff Lord, while Ken Jarrett remains 
in charge of finance and Mike Nugent 
in the difficult international trading 
arm. 

Rewards are high at Elders and El- 


j 
Elliott: distinguished by a strategic outlook. 


little more than a third the charges 
levied by its main rival, the Agridata 
service supplied with information by 
Dalgety. Elliott said Elders will spend 
A$20 million in the current year on 
computerising its pastoral network. 
Analyst Richard Mews of stockbrokers 
Ord Minnett believes Elders will win 
this race. “They will beat their rivals 
because of their place in the market,” 
he said. 


ew Zealand is one place where 
Elders can increase its pastoral 
business. In September 1984, the 
group bought a 20% stake in the New 
Zealand agricultural company Yates 
Sop. „ an investment worth A$13.2 
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^to De" the th 
highly paid байн ak їп | Australia. A 
survey by the magazine Australian 
Business puts his current salary at 
A$450,000 a year. On the other hand, 
his corporate headquarters above the 
Jam Factory must be one of the least 
formal among big companies in Aus- 
tralia. 

Business and making money are not 
Elliott’s only interests. He is treasurer 
of the Victorian branch of the opposi- 
tion Liberal Party, and has been a 
highly successful fund-raiser — in part 
through creation of the 500 Club, a 
forum which squeezes sympathetic 
business leaders in Melbourne. 


Te political grip of the Labor gov- 
ernment under Prime Minister Bob 
Hawke has put the Liberals into a 
crisis of direction, with contradictory 
voices urging the party to stay and con- 
test the centre or move to the right to 
offer a more starkly conservative alter- 
native. Elliott has become prominent 


-in this party debate, to the point where 


he has been mentioned as a rallying 
point for the party. 


His basic message is one of de- 


regulating Australia and applying true 
liberalism to the economy. "The Lib- 
eral Party has always had the right 
rhetoric since it was formed," he said. 
"We must develop policies that apply 
that philosophy. To get back in, the 
Liberal Party has to develop this seri- 





million, which will complement the 
2196 interest in the New Zealand trad- 
ing, food and manufacturing Goodman 
Group — which it obtained in a share 
swap in January. 

The international division is closely 
locked in with the pastoral activities, 
being concerned chiefly with the pro- 
cessing and trading of agricultural 
products. Turnover was A$1.48 billion 
in 1983-84, up A$930 million from the 
previous year. Wool deals comprised 
about 25%, grain 15% and meat 15%, 
with livestock, malt and hops, hides 
and dairy products making up much of 
the rest. The agencies acquired with 
the Woodhall takeover provided some 
trade in o er aig prosme and ser- 
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уана Tan sire wê wold Б ere 
are ready for this." | 
As a potential politician, Ellio it 
comes across as a man who does nol 
suffer fools easily and could acquire 
the image of remoteness of former Lib- 
eral leaders Malcolm Fraser or Si r 
Robert Menzies. However, Australiar 
would probably relate to a man Whe 
bought himself a brewery and КИН ot 
has recently moved into a popular fiek 
as president of the Carlton foc si 
club. (The club came third this yea 
the top league of Australian tule: 
football which has a following in} 
bourne verging оп the fanatical.) _ 
A forward himself for his school 
old-boys team until only a few year 
ago, Elliott is out to make Carlton y 
next winter. His first step has been t 
cancel the traditional pre-season ti 
to a tropical holiday spot, on 
grounds that the team was too " 
placent." | 
The election of Brian pe 
Canada's prime minister gives | 
example of how a businessman сай | 
catapulted into political power 1 
virtually no parliamentary app "i 


"ticeship. Hawke himself spent © ni 


three years on the opposition benche: 
before gaining power. E 
Speaking shortly after the election 
Elliott said simply: “It confirms wha а 
said before: that I will Бе staying in E 
ders. I set three-to-four year goals fe 
myself, and for the next three to e 

years I will be staying in Elders. It w 
be very important for Elders that x 
keep growing." This defers for 
time another important question: сё 

Elders grow without Elliott? 
— HAMISH 
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vices, including telecommunications 
and marine navigation equipment. 

In 1983-84, Elders scored export 
sales of A$627 million, up 4.8% гот n 
the previous year, with sourcir 
mostly from Australia and. New 6 
land. A further А$206 million, рге 
ably imports, is reported in ine ma: 
tional trading, with the remainder oí 
the division's turnover being domest 
sales in Australia. 

The international division is some- 
thing of a grab-bag of Elders' less cere 
tain investments, and part of the job of 
its executive director, Mike Nugent, f 
to sort out what to keep. Much of the 
food business, the mainstay of the orig: 
inal Henry Jones IXL, went early n 
1984 with sales of the group's frozet 
food, margarine, canned food and packs 
aging operations. Elders is expandin 
the pineapple-growing operations of 
Henry Jones IXL. In addition to а 
50,000 tonnes-a-year business dm 
South Africa, Elders is partner im 
pineapple ventures in China and Bre rid 
— both of which can use developing- 
country preferences to sell into E эре. 

ку beef activities, boosted bya 








orea has ope its ірон 





| up s. zi have risen 
herds have not yet recovered 
` ürougäit, And Elders does 
of the best me 






























as a small niche in Japan for 
one -style marbled 


s in ' Hongkong 


bank overseas. Although the 
up is not admitting to pessimism 
its chances with Canberra, the 
h for a takeover prospect is al- 
n, according to Elders' execu- 
rector for finance Ken Jarrett. 

fe would seek to buy a bank in 
or somewhere else," Jarrett 


ggressively in a number of 
Elders managing director 
iott also said that "we would 
‚ one" when asked about a 
gn bank purchase, but would not 
on whether the group's exist- 
erations pointed to a bank with a 
ntial Asian presence. 


der markets a regular banking li- 
could bring (though this must be 
or, given the squeeze on mer- 
t banks in Australia following 
ecent deregulation), but the en- 
i public confidence brought 
lender-of-last-resort facilities. 
0 want to get prudentially con- 
" said Jarrett. 
ady in its rural-finance ac- 
ties, Elders covers many of the 
ions of a commercial bank, but 
clearly the group would prefer to 
yperate as a formally licensed bank in 
tralia. It has an үү 





cing and i in the US, gent has 


e lE шу Beef City, | 


an interview. "We are looking 


e Elders executives cite not the 
to cheaper borrowings and: 
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Third-country trade accounted for 
A$200-300 million of last year's turn- 
over, much from agency business and 
some involving Chinese exports to 
Europe. 


rime prospects are seen as Asia, 
the Middle East and Eastern 
Europe, rather than the pro- 
tected markets of the European Eco- 
nomic Community and North Ame- 


rica, Nugent says Elders has made a 


close study of counter-trade, but 
| remains cautious about the possibi- 


tralian-owned proposal will be de- 
cided on at the same time as applica- 
tions now in from 42 foreign groups 
(REVIEW, 6 Dec.). 


The services and industrial con- 


glomerate has thrown a challenge to 
Keating by ignoring the ownership 
guidelines set in line with recommen- 
dations from the Martin Inquiry into 
the financial sector. They touch Elders 


most crucially in the recommended 


ceiling of 15% on the maximum single 
shareholding in any bank. 

Elders sees no profit in this, and also 
judges it unfair, as foreign participants 
will be allowed 50% equity in new 
ventures and up to 100% in special 
cases. “The problem is that we are not 
prepared to compromise,” said Elliott. 

However, Elders has formulated a 
plan that, on paper at least, gets 
around the 15% limit. Its finance sub- 
sidiaries (all 100% owned) are being 
placed under a separate entity, Elders 
Finance Group, from the parent com- 
pany, Elders CXL. This and the parent 
itself could be made subsidiaries of a 
new holding company so that the exist- 
ing 26,000 shareholders (the largest 
being the Goodman Group of New 


Zealand with 13.97%) become the di- 
. rect owners of the new bank. 


Although steps are being taken to 
separate the boards, effective control 
would presumably remain with group 
executive directors. Whether this 
would be acceptable to the Reserve 


Bank, which is studying the paom 
A aspects: of Fapplicatians: is sopent fo some — 
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MANC CE BY DIVISION 


"said. 
` bike the pastoril 
| division, the trad- 
` ing arm offers un- 
certain growth and 
none-too-exciting 
margins. However, 
both provide the 
openings for other 
branches of the Elders group to come 
in with specialised services. "Every- 
thing you can pick up in finance, 
foreign exchange, shipping and so on 
helps," said Nugent. | 
Squeezing a surprising amount of 
business out of an investment has be- 
come an Elders trademark. Buying 
15% of the Kidston gold-mining pro- 


ject from Placer Development of 


Canada brought engineering work for 
the struggling Elders construction 


subsidiary Hornibrook, an operating 


contract for the Elders m um man- 


debate: some in the financial commu- 
nity see it as illusionist. © 

Jarrett believes that the question of 
prudential control could be worked 
out by setting rules on lending to the 
industrial parent company. He said the 
other question of “cross infection” was 
a fair concern, but mitigated by the di- 
versity of Elders’ activities. 

Up to now Elders’ executives have 
maintained that refusal of a licence 
would not change the direction of the 
finance group's activities, though more 
weighting would shift overseas. The 
group plays down the advantage of 


. cheaper borrowing through full-scale 
entry to retail banking. Elders has the 


ability to borrow overseas at costs "not 
much different" to domestic deposits 


-when compulsory bank reserve re- 


quirements are costed in. "But on bal- 
ance we do think it better to have a li- 


cence," Jarrett said. 
A private document prepared by 

Elders in connection with a current 
Euronote borrowing says: "The provi- 


sion of a bank licence to finance 


[group] would enhance therange of ac- 
tivities which finance can currently 


undertake. An Australian bank licence 


would enable finance to offer cheque 
accounts on a wider basis than rural 
[group] can currently provide. It would 
bring the organisation under closer, 
supervision and control of the Reserve 
Bank of Australia and provide a lend- 


 er-of-last-resort facility. 


"This control and support from the 
Reserve Bank, embodied in 'bank' 
status, would assist in further reducing 
the overall cost of funds to finance, 
both in Australia and overseas, and 
permit finance to increase its role in 
certain areas of trade finance.” 
Elders said that a banking licence 
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agement businessoand an- 
underwriting deal forElders” 
Finance. 100! 

Kidston wil turn out 
281,000 oz of gold in its first 
year from start-up їп April 
1985, making it Australia's 


biggest gold mine. The other | Comecon countries 
major resource investment bien гора 
i о ч or erica 
is the near-20% stake in | Gout America 


Bridge Oil, which in turn has 
about 10% of the Cooper 
Basin natural-gas liquids 
and crude-oil development, 
Australia's largest onshore field. 
Elders will not stay in Kidston, accord- 
ing to finance executive director Ken 
Jarrett. Another division up for re- 
organisation is construction. "We are 
wary of getting sentimental about 
our investments," Jarrett said. "Be- 
cause of that we tend to move a lot 
quicker than the more traditional type 
of company." 

Yet since the CUB purchase Elders, 
has found itself in exactly the kind of 
situation a fast-mover should avoid. 


and pointed out that present activities 
already amounted to a well-estab- 
lished banking business. This is un- 
doubtedly true, but the finance group 
is not without its weak spots. 

In Australia the wholesale mer- 
chant-banking subsidiary, Elders Fi- 
nance and Investment, is the largest 
locally owned merchant bank, with as- 
sets of A$688 million (US$591 million) 
as of 30 June, and one of the biggest 
foreign-exchange operations, with a 
1983-84 turnover on the hedge market 
of A$50 billion. 

In 1983-84 Elders Finance contri- 
buted A$8 million, or 37% of Elders’ fi- 
nance group pre-tax profits of A$21.5 
million, a contribution constant in 
amount with the previous year. Net 
profit rose only marginally to A$7.74 
million from A$7.73 million the previ- 
ous year amid tighter margins gener- 
ally for merchant banks. 

In July it bought 40% of a Melbourne 
stockbroking firm, Roach Tilley Grice 
and Co, which added to its range of ser- 
vices and brought in a strong finan- 
cial- and corporate-research team. In 
1983 Elders put its commodity futures 
trading offshoot into partnership with 
Drexel Burnham Lambert to form El- 
ders Drexel Australia, a 24-hour oper- 
ation which has since increased mar- 
ket share in a stagnating Sydney ex- 
change. 

In property-development finance, 
Elders has a strong presence through 
offshoot Elders Lensworth Finance, 
which increased its pre-tax profits to 
A$4.7 million (22% of group earnings) 
from A$3.4 million the previous year. 

The strongest performer in 1983-84, 
and the most important for any future 
mainstream banking operation, is El- 
ders Rural Finance. Although only 
operational in its present form since 
. mid-1983, this company now encom- 
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Having bought the brewery at a by no 
means generous price of A$998 mil- 
lion, it has a business with little growth 
prospects and relatively minor synergy 
to offer other divisions. The purchase 
has had a dramatic effect on Elders' 
turnover and cash flow, and will make 
a steady profit contribution once the 
debt incurred is reduced. But for the 
next year or two, Elders may have to 
watch other,more profitable oppor- 
tunities go untouched. "I am not sure 
whether Carlton is a strength or a 


passes all the retail finance activities 
practised by the Elders parent com- 
pany for the past 130 years or more. 
Under a long-standing exemption 
from the Banking Act, Elders and 
other pastoral companies have long of- 
fered cheque accounts and seasonal 
advances on wool, crops and stock to 
Australian farmers through a branch 
network that now totals 380 outlets. 

In its first full year, Elders Rural Fi- 
nance contributed A$8.8 million to fi- 
nance group pre-tax profits, at 41% 
the largest contribution. The company 
is working hard at bringing more 
group services to the counter in coun- 
try towns. Rural advances rose from 
A$136 million in 1982-83 to some 
A$204 million in 1983-84. 

Jarrett said new loans to farmers are 
currently being made at four times the 















“weakness,” one stock analyst in Mel- 


bourne said. 

CUB is now the odd man out, as El- 
liott himself says — a manufacturer in 
a service-industry conglomerate whose 


| main assets are experts in the field plus 


their computers. Once the CUB debt 
burden is lightened, where will Elders 
move? 

Elliot will not discuss possible areas 
of expansion. Banking will obviously 
take up a big slice of available re- 
sources. But in-the past, Elliott has 
made no secret of his strong interest in 
cable TV and subscriber information 
services. Elders has been in and out of 
radio and TV interests, but govern- 
ment regulations have completely 
thwarted Elliott's cable-TV ideas so 
far. 

“We may or may not add a fifth 
group,” Elliott said. “But we have said 
this is a year of consolidation, and we 
are taking steps to get us back into à 
properly geared situation. If we want 
to expand prior to that, we'll have to 
use equity to do it." ü 





level of 12 months ago. "In the past our 
people might have told clients to go 
down the road to the bank while we 
just provided seasonal finance," Jar- 
rett said. "Now we can offer a whole 
range of services through to futures 
and stockbroking. " 


lders foreign banking ambitions 
are currently based in Asia, through 
the operations picked up with the ac- 
quisition on 1 July of the Private In- 
vestment Co. for Asia (Pica). Now re- 


| named Elders Pica, the Singapore- 


based merchant bank gave Elders Fi- 
nance a branch network in nine Asian 
countries, in addition to its own offices 
in London, New York, and Bahrain. 
Perhaps most prized of all, Elders 
gained access to offshore banking in 
Singapore through Pica's Asian Cur- 
rency Unit licence. 

The purchase was 60% below the par 
value of share capital at US$20 million 
(REVIEW, 21 June) reflecting the poor 
financial position of Pica, and most of 
the 243 shareholder banks were happy 
toleavea venture which in its roleof an 
altruistic lender to regional small busi- 
ness had seen its day. In addition to 
shareholders' equity, written down to 
the purchase price, Elders took over 


| US$211 million in consolidated assets, 


principally outstanding loans 

A breakdown of assets show thém to 
be located in 12 Asian countries, with 
unfortunately the largest percentage 
(25.7%) in the Philippines. Other main 
borrowers from Pica were in Indonesia 


(12.6%), Malaysia (17.3%), South 
Korea (15.2%) and Taiwan (7.1%) 


Construction projects accounted for 
24%, manufacturing 23%, financial 
services 18%, transport and communi- 
cations 8.7%, and trade and commerce 
4.3%. 

Jarrett said that all the A$40 million 
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or so of loans in the ад 
performing. But while interest is being 
received, central bank emergency con- 
trols at Wek: the repayment of princi- 
pal. 

Jarrett said Elders Pica was now 
being swung away from the lending 
role it had practised since its founding 
in 1969. “Our objective now is to make 
profits, not so much to make do-gooder 
type loans,” Jarrett said. “Now that 
Asian countries are more developed, in 
some respects more than Australia, 
there is no need to do them a fa- 
vour.” 

The merchant bank will be aligned 
closely with the Elders international 
trading network. “We aim to get sev- 
eral profit margins out-of one risk,” 
Jarrett said. “In say a sale of barley, we 
might finance the farmer, provide a fu- 








Foster's upmarket 


Australia’s bar wars 


O e‏ > ا 


к 

10 stg "ЛЭ > 
tures contract for selling forward, 
trade finance for the exporter, foreign 
exchange, and maybe even finance for 
the customer. It would be one com- 
modity and one risk, but several profit 
margins.” 

A major in-house training exercise 
since the Pica takeover has been to 
alert staff to opportunities for such 
trade finance, as well as in corporate 
services, securities and futures busi- 
ness provided by other Elders com- 
panies. 

Beyond that, Pica brings to Elders an 
investment and loan-assessment capa- 
city that would have taken years to 
build up from scratch. Jarrett said this 
would now be tuned not so much to 
getting into projects at a greenfields 
stage and staying in, but to broadening 
investment. 





Despite differing images, the country’s two big 
brewers are competing for the same shrinking market 


n recent years, Australia's two brew- 

ing giants have been escalating their 
bar wars — with Carlton and United 
Breweries (CUB) striving to project a 
sophisticated image, and Castlemaine 
Tooheys sticking to the stereotype 
beer-guzzler image. 

A 1978 brewery strike in Queens- 
land, Castlemaine's strongest market, 
gave CUB its opening in thestate. Then 
the chance to acquire the brewing as- 
sets of Tooth's Breweries in 1983 gave 
CUB an entree to Australia's biggest 
beer-drinking market, New South 
Wales, and the Foster's Lager sign is 
now up on pubs across the state. 

CUB and Castlemaine are almost 
evenly matched in New South Wales. A 
fierce advertising campaign is on to 
push interstate brands onto its drink- 
ers, joined on the fringes by the West- 
ern Australian-based Swan Breweries, 
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owned by businessman and America's 
Cup victor Alan Bond. To match Fos- 
ter's, Castlemaine is pushing its pre- 
mier Queensland label, Fourex, which 
southerners once derided as "banana 
beer." 

After initially smarting at the Victo- 
rian invasion of their home territory, 
Castlemaine is carrying out hit-and- 
run tactics against Carlton's near-total 
market share in Victoria itself. Carlton 
has had the state to itself for the past 
decade —- since it bought out the 
struggling local offshoot of the British 
Courage brewery, which had never 
achieved more than 7% of Victorian 
beer sales. The northerners are not 
risking much in their attempt: it is all 
being done with bottled and canned 
beer brewed across the border. 

At the root of the market-share bat- 
tleisthe fact that Australians are turn- 
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Syndication i$ óne Elders aim, but 
Jarrett stresses more the creation of in- 
vestment trusts: “We see quite a lot of 
interest for us to identify investments 
in Asia for Europe and the United 
States," he said. Whether or not this 
would go beyond individual country 
funds to some kind of Asian trust is 
still being studied. Discussions are 
under way with Japanese and other in- 
stitutions about joint trusts. 


lders has set itself some limits re- 

garding the finance group in connec- 
tion with its US$500 million Euronote 
borrowing. Among other things, un- 
called capital will not fall below A$50 
million until paid-up capital exceeds 
A$200 million; it will maintain a 
liquidity ratio of at least 25% and a 
maximum leverage of 20:1. 


ing away from beer. Overall consump- 
tion has fallen by 3.4% a year for the 
past four years, and it fell 3.7% in the 
year to 30 June 1984. By contrast, an- 
nual wine consumption has gone up 
during the past 10 years from an aver- 
age of about 12 litres a head to more 
than 20 litres a head. 

A further upheaval in drinking 
habits has come from the lowering of 
limits on alcohol consumption allowa- 
ble for drivers before they are liable to 
prosecution, backed up with random 
intoxication tests of motorists by 
police. This has severely hit the 
licensed clubs, the suburban enter- 
tainment centres funded by bar sales 
and slot machines — and persuaded 
many to do their drinking at home, 
where the pressure to buy another 
round does not exist. It has also 
boosted the market for low-alcohol 
beers which, according to Castle- 
maine, account for at least 8-9% of 
total beer sales and are still growing 
fast. 

The one break for brewers recently 
came from the federal government of 
Prime Minister Bob Hawke (who held 
the world beer-drinking speed record 
while a student, but who is now 
teetotal). Until mid-1984 beer at- 
tracted an excise tax of 66 A cents a 
litre, while wine carried no tax. In its 
latest budget, the government placed a 
10-cents a litre excise on wine, and cut 
the levy on light beer by 8 cents — 
which slightly narrowed the cost ad- 
vantage of wine. 

CUB now claims to have about 48% 
of the nation’s beer market, though 
this is disputed by Castlemaine — 
whose own market-share estimates 
are not available. In particular, 
Castlemaine disputes CUB's claim to 
have 30.5% of the Queensland market. 
"They have nothing like it," said chief 
general manager John Roberts. "We 
would have about 74%.” 

Both breweries see the decline in 
beer sales starting to ease. CUB esti- 
mates the fall will be reduced to about 


LIII ee o —À à o os а-ы سمس‎ шш 2 








minimum issued and fully paid capital 
of A$100 million, with uncalled capital 
. of A$100 million from Elders IXL. 

A document circulated privately to 
institutions for this. borrowing gives 
the group pro forma figures for 1 July 
(after the Pica acquisition) showing 
total assets of A$1.46 billion, liabilities 
of A$1.36 billion and shareholders 
‘equity of A$94 million, giving a lever- 
age of 15.5:1. A projection of this pro 
forma balance-sheet sees assets grow- 
ing to A$2.12 billion over three years 
and equity rising to give only a slight 
rise in leverage. 


HOW CARLTON SEES ITS MARKET SHARE 


2% a year for the rest of the deeade, 


while Castlemaine noticed a flattening: 


out from March 1984 and sees the de- 
cline as recession-related in the heavy 
industrial areas of New South Wales 
such as Newcastle and Wollongong. * 








he main barrier to increased sales . 


for CUB is a market one. The brush 


{ 


kept funds in the brewing industry and 
the result is a modern plant. The Tooth 


brewery, acquired in 1983 for A$160 


million (US$137.34 million), had just 
been upgraded to become the most 
modern in the country. The capacity is 
there for CUB to supply 6076 of the 
country's beer. 

CUB is fairly well protected in Vic- 
toria, despite the Castlemaine intru- 
sion. Over the years it has cautiously 
bought out smaller local breweries in 


the state that might have provided a | 
local production base for an interstate 


or foreign newcomer: The Fourex inva- 
sion is via an expensive long-distance 
truck haul, though Castlemaine has 


scored a lot of sales through its more. 


generous credit terms to liquor stores. 
_ Where to go is the problem. In West- 
ern Australia it faces a local brand 


with a stranglehold equivalent to its 


own in Victoria. In South Australia, 
CUB already has a 23.4% share in the 
local giant, South Australian Brewing. 
Tasmania's Cascade Brewery Co. 


the state marker is dou (though 1 





ders $50 million. The ne in fact will have | 


with Courage and the industry' S gen- 
eral lack of diversification in the past. 


makes a highly regarded product, and - 
Cas: 
























| staggering 35% a year. яаа nh 


vious year) chiefly for Foster’s beer. 


nance is seen growing at 15%, and 
wholesale merchant banking at only 
5%. In line with the overall Elders po- 
licy, profits are predicted to grow by 
25% a year, the whole outlook predi- 
cated on Australian economic growth 
continuing at its present rate of about 
5%, interest rate margins being main- 
tained, and inflation in the 6- 


range. 


Given the lacklustre outlook for 
wholesale banking, the question of a 
bank licence becomes perhaps more 
important than Elders would assert. 


| But the group is not wearing its heart 


on its sleeve. ~~ HAMISH McDONALD 


p eade is seen by some 
: industry analvsts as 
` one potential foothold 


tack the mainland). 


11% 1 up fom the pre- 


. In Britain, Foster's has broken out of 
the old Australian ghetto at Earl's 


“Court. Brewed under licence by Wat- 













ney Mann and Truman, it is claimed to 
have 5% of the British market for. 
.draught lager. CUB is estimated by 





Melbourne company analys 


about A$4 million a year in royalties 
from Watney. However, Castlemaine 
has moved to catch up, licensing the 


Allied brewery group to make Fourex 


draught for British pubs. 


In Asia the beer is distributed 
through the Paterson Simons network. 


CUB executives are cagey about the 


prospects of licensing of Foster’s to re- 
gional brewers, stressing that perfect 
о t reproduit с is required. “We 






will f they expect,” 
‘said Carlton’ S мешке director for 
marketing, Bruce Siney. CUB did send 
` а team to inspect a brewery at Wuhan, 
China, recently — but new technology 
rather than робна was found to be 





North es MeL as the most promising 
market. "It's easiest to translate Fos- 
ter's into English-speaking countries," 


: he said. Just before the 1984 Olympics, 


CUB persuaded Los Angeles Mayor 
Tom Bradley to declare a “Foster's 
Lager Day" as part of the brewer's 


. drive on the North American market. 
Clearly a Watney's-type licensing deal 





uld be one Boal. . 





_ — HAMISH McDONALD 
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Big borrowings have forced. 
Elders to sell off subsidiaries 
and restructure its debt 






million) аксу of Carbon Маш 
ed Breweries (CUB) at the out: 
1984, a burden that puts a hobt 
one of Australia's fastesí-mo 
vestors and holds back its be 
plans. E 
The acquisition of CUB, ha 

through Elders' 1983-84 financia 
(ending June), cost Elders wel 

cess Sor e оз in сазы, wW 
























One sign of the questions th 
ent-company debt raises 










































| to R.1 (low)/R. 2 (high) 


had edged back up to R.I (low 
April. : 

At the end of the previous fi 
year, Elders had total assets o 
billion (ineluding A$275 
non-current liabilities) and sha: 
ers’ equity of A$415 million. 
a far more conservatively ge: 
pany, with total assets of A$9: d 
lion (including non-current lial 
of A$209 million) and equity of 7 
million. 





sheet as of 30 Fu une 1984 Pu total 
at A$2.44 billion and non-c 
liabilities at A$1.01 billion. 
shareholders’ equity, taking in 
count the cancellation of some 8 





A$503 ов. "Most of this d 
crease was on the books of t 
company, Elders IXL, ina A$6 
lion increase in non-current 
ties. 

Elders itself prefers to c 
equity the A$168 million ine 
Eurobonds issued in mid-1984, w 
brings down the gearing consid 
This is not something most financial 
analysts raise too many quibble 
about. “There is a very high chars 
most of these bonds will be converte 
to equity," said Carl Wilson of broke! 
MeIntosh Hamson Hoare Govett, “ 
bond rate went up with the share pr 





á 





and this reflects the convertibility.” 

On the debt side, the consolidated 
balance-sheet also includes only the 
net assets of its finance subsidiaries. 
This is a figure of A$92 million, but is 
the difference between two huge 
amounts, assets of A$1.2 billion and 
liabilities of A$1.11 billion. Adding the 
finance-division assets to group assets 
would mean a harsher interpretation 
of Elders’ gearing. 

The maturity structure of habilities 
and’ debts due shows that Elders suc- 
cessfully managed to turn its 
emergency borrowing for the CUB 
takeover into longer-term debt. Ex- 
cluding the finance subsidiaries, Eld- 
ers had A$1.61 billion in debts due 
within a year and A$714 million in 
liabilities payable within the same 
period. 

The finance group was much more 
finely balanced, with A$923 million in 
liabilities payable and A$943 million 
in debts due within 12 months. With 
provision for doubtful debts -only 
A$10.7 million, the finance sub- 
sidiaries would appear to be vulnera- 
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weaker:performers and surplus assets. 
In the six months after the CUB take- 


‘over the group sold off its frozen-foods 


business, its building-supplies and 
metal-products traders, and most of its 
margarine and canned-food business 
in a disposal that brought A$270 mil- 
lion. The group hopes to raise another 
A$250 million by further sell-offs by 
the end of 1985. 

The major component of this is an in- 
genious scheme involving the chain of 
350 hotels owned outright by CUB. As 
the tied-house concept has virtually 
disappeared under the trade practices 
regime of recent years, the advantages 
of control over beer outlets has di- 
minished. Elders is now trying to float 
companies for 130 of the hotels in 
which a half-equity is offered to the 
proprietors. Jarrett said the group 
hoped to raise A$200 million from the 
sale. 

The CUB acquisition saw a huge leap 
in group fixed assets, from A$303 mil- 
lion to A$1.14 billion, with about 
A$600 million of that in freehold land 
and buildings, and more than A$500 
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bonus issue during the year, with di- 
vidends coming out at a total 20 cents 
a share on bonus-increased capital (ef- 
fectively 24 cents on pre-bonus capital). 

For some weeks before the latest 
flurry based on takeover speculation, 
Elders’ shares traded at about A$3.15, 
which gives a dividend yield of 6.35%, 
compared with an average of 5.65% for 
Australian companies at the end of 
1984. Its price/earnings ratio of about 
10.5 compared with 13.35 for the 50 
market leaders. 


ne factor boosting Elders’ net pro- 

fits is its highly favourable tax posi- 
tion. At the normal 46% company tax 
rate in Australia, Elders would have 
paid A$39.9 million in tax in 1983-84. 
But by use of various export and in- 
vestment allowances, loss deductions 
and foreign tax offsets reduced the 
amount actually paid to slightly less 
than A$13 million. Analysts say car- 
ried-over losses will keep tax down to 
20-25% this year and next. Even when 
deductions start to run out in 1986-87, 
a large part of Elders’ business will be 





ble to any repayment problems in, say, 
the rural-lending division. 

The 30 June balance-sheet would 
put gearing by one formula (liabilities 
Over equity) at about 2.6:1, counting 
the bonds as equity. Elders’ executive 
director for finance, Ken Jarrett, said 
gearing now stands at “slightly over” 
2:1, with total debts about A$1.3 bil- 
lion. He said the objective was to get 
gearing down close to 1:1 by December 
1985. ' 


his goal is being pursued on several 
fronts. Elders is seeking to restruc- 
ture its debt, chiefly by borrowing in 
the Eurodollar market, to lessen its ex- 
posure in Australia. A US$160 million 
(A$168 million) convertible bond issue 
mid-year has been followed with a 
US$500 million facility in Euronotes 
(at à maximum yield of 0.15 of a point 
above the London inter-bank offered 
rate and US commercial paper). 
Managing director John Elliott has put 
cleaners through the group to find the 
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million in plant, motor vehicles, furni- 
ture and equipment. As well as the 
hotel chain, Elders obviously will be 
studying sale-and-leaseback arrange- 
ments for other assets to free capital. 
Pre-tax earnings of A$82.25 million on 
assets of A$2.44 billion sit oddly with 
the tough profit goals set by Elliott. 

Elders IXL swallowed CUB without 
a dramatic dilution of capital — 
chiefly due to CUB's one-third holding 
in Elders remaining after the takeover, 
which Elders has since cancelled. Cap- 
ital cameout at 157.5 million fully paid 
shares at the end of 1983-84 compared 
with 162.6 million a year earlier. Fully 
diluted for convertible bonds, options 
and part-paid employee contributing 
shares, Elders' capital would emerge at 
about 215 million shares. 

The company tries to pay out half its 
profits in dividends. In 1983-84 earn- 
ings a share on the 157 million shares 
held outside the group went up to 45 A 
cents (from 39 cents the previous year). 
The company made a one-for-two 


taxed in countries with rates lower 
than those in Australia. 

Company analysts generally see Eld- 
ers' profits in the current year reach- 
ing about A$95 million (the group's 
own broker, Roach Tilley Grice and 
Co., goes for A$110 million) with esti- 
mates for 1985-86 net profit ranging 
more widely from A$110-125 million. 

Elliott has modified his goals on the 
earnings front. Having long put a 25% 
growth in earnings a share as a com- 
pany target, he recently scaled this 
back — in à talk to the Securities Insti- 
tute of Australia in Sydney — to real 
growth of 15%, given the fall of infla- 
tion to around 6%. 

On the stockmarkets, Elders has an 
uncertain image. Investors are not sure 
what kind of company it is. The raiding 
factor has played a large part in share- 
price movements recently, with Robert 
Holmes à Court having accumulated 
about 5% of Elders’ equity. But the 
real problem for Elders is that it is one 
of a kind. — HAMISH McDONALD 
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Conference Keynote Speaker will be - lt spa s 
U.S. Secretary of Defense Elliott L. Richardson. 


T | Topics include: Computer Technology in National 


Security Systems * Systems Security * 








е National Security Communications . C310 . 





nology * Law of the Sea. 





| CONFERENCE PROGRAMME 
Conference Hall 1 & 2 World Trade Centre 


Thursday, 17 Jan1985 2PM — 5PM Session 1 


Title: "Computer Technology in National Security 
Systems" 
Choirman: Dr. Fred Morritz, CEG, USA 


1. "ADistributed Microcomputer Architecture for 
Tactical Systems" Warren A. Mulle, RCA. 
Government Systems Division, USA 





2. "Data integration for Modern Naval Ships" 
K.A. Mortimer, Thorn EMI Automation, UK 

3. “In-Service Software Support for Operational 
Systems" Bruce 5. Graham, Systems Designers 
Ltd., UK 

4. "Artificial Intelligence Techniques in Air Traffic 
Control" Mel Н, Davies, Systems Designers Ltd. UK 

5. “Microcomputers in Avionics and A.T.C. 
Systems” Or. A.A. Cohen, Digital Systems 
Consultant, Israel " 

Thursday, 17 Jan 1985 2PM — 5PM Session 2 

Title: “C3 | 


Chairman: RADM Max Morris (US Navy, Ret. }, 
Thalasso Research Co., USA 


1. “Development of Command and Control 
Systems" Brigadier General Dov Tamari, Israeli 
Army (Res.), Tamuz Systems Ltd., israel 


"Possible Applications of Technologies to 
Enhance and Extend Operational Capobilities" 
Brigadier General Avroham Bor-David, Israeli 
Army (Res.), Tamuz Systems Ltd., Israel 


Friday, 18 Jan 1985 9AM — Noon Session 3 


Title: "Systems Security" 

Chairman: Dr. Fred Morritz, CEG, USA 

1. "Electronic Techniques Applied to 
Communications Security” Arnold M. 
McCalmont, Technical Communications 
Corporation, USA 

"NEMP — What is it? — How Caused? ~~ What 
Protection System Can be Used?" 

Roger Thompson, Belling Lee Intec, UK 


ы 
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This high level 3- ч conference features international 
experts in the field of electronic applications and 
technology. It will run concurrently with the ENSA 
Exhibition where many of the world's leading 
manufacturers will have displays. You will learn of the - 
` latest developments in this important field — б. 
developments which are vital to your nation’ E ; security. "id 





3. “TEMPEST - = What i is it? — What Protection is i. “Digital Processing and HF Date 
` Available? ~~ How Can We Test the Protection Communications" Guy Dovid, TRY, France 


System?" Roger Thompson, Belling Lee Intec, UK 2. "МТБ An Integrated Worship interior 


4. "Software Integrity" 


Communications System" Guy Dovid, TRT, France eo" i 


Dr. D.F.C. Brewer, Admiral Computing Ltd., UK 8 "Improvement Programs for НЕ 


Title: "EW/ Detection" 


Friday. 18 Jan 1985 : 9AM — Noon Session 4 | 





Communications" Jost A. Spielvogel, ANT, 
Nüchrichtentechnik, FRG £e 


5. "Communications for National Security" 






Chairman: Mr. F. Huber, Rohde and Schwarz, FRG Bil амы Plessey Military Communic ons, UK. 


1. "Automatic Signal. Acquisition: The Key іо the 
integration: of ESM/ECM in Modern Defence 





1. "History and Present Status of Law of the Sea” 


Ок; ‚19 Jani 985 ŞAM — : Noon Session. z 


Systems" Franco Reverberi, Selenio, Italy Title: odor 
2. "Low Cost Tactical ESM Units" Chairman: Dr. Fred Morritz. CEG, USA | 
C. Williams, MEL, UK |. "VHF-UHF Doppler Direction Finder fram 2016 
3. "AReview of the Applications of the Thorn EMI 1000 Mhz" Mr. Unselt, Rohde ond Schwarz, FRG 
Electronics" ‘Multi Role Thermal Imager” Dr. 2, "The NIMROD AEW Avionics System" 
D.H. Arnold, Thorn EMI Electronics Ltd., UK B. Taylor, Marconi Avionics and J. Clarke, 
4. "Computer Aided Radio Monitoring" Royal Signals and Radar Establishment, UK 
Mr. Vidlak, Rohde and Schwarz, FRG 3. "The Application of Phased Array 
5. "Modern Avionics Systems for Surveillance Instrumentation Radar in Test ond Evaluation 
Aircratt" Dr. Jack R. Harris, Tracor Applied Support" Kenneth Wedge ond Victor — 
Sciences, USA Hammond, RCA Missile and Surface Racer, USA 
6. "Strotegical and Tactical Jammers" 4. "Design Consideration for Medium Range Air 
Joseph Ehmann, AEG-Telefunken Defence Radars" Christopher Hedley Porker, 
Friday, 18 Jan 1985 2PM — 5PM Session 5 5. "The Watson-Watt DF Technique and its 
Title: "Law of the Sea" Suitability for Tactical HF Direction Finding" 
Chairman: RADM Mox Morris (US Navy, Ret.). Richard Rainer, OAR, USA 
Thalossa Research Co., USA 6. “Advanced DF € Using Interferometer 


Direction Finder" Kisus Drieling, AEG. Telefunken 





RADM Max Morris (US Navy, Ret.), Thalassa Saturday, 1 9 Jon 1988 2 PM - ни 5PM Session 8 


Research Co., USA 





2. “Singapore Law of the Sea Enforcement” Title: | "General Technology" CEG. USA 
Chao Hick Tin, Attorney-General's Chambers, а UC а PARCI, v 
Singapore 


3. “Electronic Surveillance of the U.S. Economie 


1. "Military Laser Applications” 
R.A. Greeriblatt, Hughes Aircraft Co., USA 


Zone". AdM James S. Lipscomb, US Coos! Guord 2. “Underwater Detection and Protection" 


Saturday, 19 Jan1985 





Title “Notional Security C 





Jeff Golds. Marconi Underwater Systems, UK 
3. "Recent Development in Large Volume 
Antenna Casings Made of Rigid Polyurethane. 





VM — Noon Session 6 


Chairman: RADM Max Morris (us Navy, Ret.) Foam" Dipl.-Ing Thees Winkler, G +H Montage 


Thalasso Research Co., USA 


GmbH (Paper. developed in cooperation with 
University of Hanover, FRG) 


pos pre-register me for the ENSA '85 Conference. 


| One session only 


` (Circle one only) 12345678 
[i Two sessions 

(Circle two only) 12345678 
[1 Two sessions 

(Circle three only) 12345678 
Li Four sessions | 

(Circle four only) 12345678 
L| Five sessions 

(Circle five only) 12345678 


55240.00 | 
553000. 
55440.00 


$500.00 


| Please also register me for the ENSA ‘85 Exhibition N (fick) 


Register now and make sure you get a place at this important event. Complete this form and return it together with a cheque made payable 
to Cahners Exposition Group, ! Maritime Square, #12-03 World Trade Centre, Singapore 0409. 
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_ Ma alaysian Airlines Golden Club Class is available 
I оп board Airbuses and DC 10s. 
| 1) You have all the benefits of First Class without 

пира д paying First Class. All you pay is Full Economy 

e à Clase fare. And you enjoy wider, more comfortable 

JO a) T. ~ seats: A choice of select menus and wines. Impeccable 

B | > service. Even on ground, you are offered first class 
< lounge facilities. Exclusive Golden Club Class check-in 
| ARS service. 30 kilos baggage allowance.* 
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When in Bangkok, 
people have come to expect the very best at 


The Dusit Thani 








That's why they expect to find a copy of the current 
Far Eastern Economic Review 
available in every Landmark Room. 


[he Choice of Authority The Choice of Travellers 


FarEastern Economie 


RAMA IV ROAD, 

BANGKOK 10500, THAILAND 
PHONE: 2331130. 

TELEX: TH 81170 & TH 81027 
CABLE: DUSITOTEL 





МУ, "у, | — EA 
Y The Dusit Thani E 






€ ON the face of it, things seem to be 
popping at the Kuala Lumpur Stock 
Exchange (KLSE) membership, 
` liquidity and the trading menu seem 
set for expansion. The KLSE's roomy 
new quarters will substitute up-to- 


the-minute electronic quotations for | 


the old chalkboards. To upgrade its 
control system (taking advantage of 
the wealth of trading data provided 
by its newly installed computerised 


clearing), the KLSE plans to more | 


than double its staff. 

So why, with so much ostensible 
progress on the cards, is brokers' 
morale so low that the bourse can 
barely recruit enough of them to fill 
out its 10-member executive commit- 
tee? In contrast with the heated con- 
tests of recent years (REVIEW, 10 Dec. 
'82 and 12 Jan. '84), the annual meet- 
ing on 16 December saw uncontested 
nominations for all three committee 
vacancies. 

As an ex-committeeman put it, 
membership imposes "ever-increas- 
ing claims upon your time," 
promising "an ever-diminishing im- 


Not that change has been by any 
last meeting: besides the new pre- 


mises and electronic clearing, the 
KLSE has begun a comprehensive re- 


vamp (with the aid of an American | 
consultant) of its management and 


accounting procedures. Six new 


brokerages will be added to the exist- | 
ing roster of 47 member firms in a bid 


to broaden the ethnic and geo- 


graphic base of the traditionally 


Chinese-dominated and city-centred 
bourse. 

But, sweeping as these steps have 
been, committee members can claim 
credit not so much for the grand po- 
licy direction as for its tedious im- 
plementation. "The government is 
now the pace-setter,” admitted 
KLSE chairman Abdul Razak Sheikh 
Mahmood. Indeed, some suggest that 
the chairman himself has served as 
one of the prime conduits for govern- 
ment influence on KLSE affairs. But 
brokers, including some who were 
among his sharpest critics just a year 
ago, now commend Razak for his 
- liaison role. 

As evidence of at least marginally 
improved government responsive- 
ness to KLSE concerns, brokerage 
Sources cite the recent relaxation of 
. central-bank credit strictures оп the 
securities industry and the tempor- 
ary freeze placed on the introduction 
of new predominantly Malay broker- 


» Calculate their minimum liquid 
funds requirements on the basis of 


| tially offsetting the industry's linger- 
ing credit crunch and restoring some. 


_at the rival Stock Exchange of Singa- 
pore (SES), who enjoy far more 
| generous bank lines and a lively set- 
| tlement market, have weathered the 
while | 
| than their KLSE counterparts. 
pact on the future course of the ex- | 
change or the securities industry." | 
| 5096 off market indices. The result 
means lacking in the year since the | 
| in. KLSE turnover since 1983 — all 


d roughly two-thirds of their counters 


Thelatest turnover declines le: ave th 
. SES with a 70% edge over the KLS 


| enough to turn the KLSE s “bee- 
| hive of activity," in Razak's phrase, 
in the face of continuing bearish1 








ages. Most encouraging of all, 
though, are the KLSE’s new rule 
changes, which allow brokers to: 


the number of partners and regis- 
tered remisiers (commission agents) 
in the firm, rather than by a costlier 


and more volatile turnover-based 


tormula. | | 

» Borrow against customers' shares 
on which they hold a lien. 

» Restore "time settlement соп- 


tracts” (effectively stock futures), 
barred from the KLSE since 1982. 
These measures are aimed at par- 


of the “organic slack" which went out 
of the market with the introduction 


and computerised: klearing. B okers 


downturn in share prices far better 


Plunging land values and soft com- 
modities markets have shaved 30- 


has been a 20% (annualised) decline 





th ге galling when compared to 
the 12% volume setback suffered by 
the SES. The two exchanges co-list 








and vie for international inves 


in volume (as reckoned by number of 
shares traded). 
€ SHROFF wonders, though, whe- 
ther the latest KLSE: anges 








ness. 
Fundamentals present little to argue 
for any early upturn (aside from a 
transient Chinese New Year flurry 
expected in February). Even chartists 
are starting to divine new downside 
vistas. Against such a backdrop, it 
might take more than a couple of in- 
jections of bank liquidity to lure pun- 
ters back to the KLSE. 

And, whatever KLSE rules may say 
about allowable borrowings: by 
member firms, authorities could turn 
off the credit tap to the industry any 
time the market picks up enough to 
make them nervous about over- 
speculation. Such lurches in central 
bank policy towards the KLSE would 
unavoidably sap investor confidence 
at just the moment the government 
hopes to turn to the bourse for two of 
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its long-standing goals: privatisat 
of some state-run services, | 
quotation of established busin 
allow for broader-based equity 
ticipation. But bureaucrats could 
excused for doubting, from a cred 
analysis standpoint, that bank fut 
are better channelled to the p 
sector by being placed in the han 
punters: or brokers. 

NENTY or so Singapore bi 
have taken what amounts. to an 
wittin ge Ar hew 
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out in each other's favour to 
what amounted to internal 
transfers. (Hoo Thye importer 
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ing e style — нере 
Com und the damage of the co 
lapse. Ng liberally guaranteed - 
loans of business associates (the 
casting doubt on yet more debt f 
lowing his subsequent bankruj 
Nor would anyone have suspe: 
modest public-housing resic 
extensive share speculation. Т? 
sonal guarantee of such a pillar 
community might carry e 
particularly with the thi 
stitutions that dominated. his 
group. = 
. One of the three — the 
mercial Bank (ACB) — : 
ting back on its exposure 
after a 1982 reshuffling 
TT cu ACB 


form and generally accessible pool of 
customer-credit information to p pre- 
vent: such  debacles, Singapore's 
banking world seemed to have sup- 
plied just the sort of gossipy, job- 
hopping environment in which a He 
Thye’s bank lines could proliferate. 
One foreign bank supposedly ran up. 
nearly $$30 milion worth: cid debt on 
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From scarcity to surplus 


Rapidly increasing output from its offshore gas 
reserves sets a problem for Thai officials 


By Paisal Sricharatchanya in Bangkok 


hailand has, for the first time since 

1981, sharply increased its produc- 
tion of offshore gas this year on the 
back of an accelerated development 
programme. With supplies expected to 
rocket in 1985, government planners 
are worried about a glut in 1985-86. 

"We certainly have had a complete 
turnaround [in production] during the 
past six to eight months. Beginning 
early next year, our capability to de- 
liver will outstrip the PTT [Petroleum 
Authority of Thailand — the national 
petroleum company] demand. But the 
problem should be only temporary as 
local demand picks up," said Harold 
Lian, president of Union Oil Co. of 
Thailand, the main American conces- 
sionaire. 

In partnership with two minority Ja- 
panese co-venturers — Mitsui Oil Ex- 
ploration and South East Asia Petro- 
leum Exploration — Union has con- 
tracted to supply gas to PTT under two 
separate agreements. Supplies under 
the first contract, (which involved the 
once-controversial Erawan field) came 
onstream in late 1981, while produc- 
tion under the second contract (involv- 
ing five additional offshore fields), 
originally scheduled to begin in March 
1985, has already partially begun. 

The supply shortfall was a subject of 
controversy during 1982-83. There was 
concern at that stage that it might 
threaten planned gas-based industries 
(REVIEW, 1 Oct. '82). Under the first 
agreement, Union was to produce up to 
250 million ft? (mmcf) a day, but actual 
production was around 150 mmcf or 
less. Claiming force majeure, Union 
blamed the shortfall on Erawan's 
faulty reservoir structures. 

The lengthy dispute culminated at 
the end of 1983 with the Thai Govern- 
ment accepting a re-determination 
which effectively put Erawan's re- 
serves at 60% below the originally esti- 
mated 1.58 trillion ft? (REVIEW, 22 Dec 
'83). 

The shortfall controversy prompted 
Union to step up its work programme. 
Against the originally targeted five 
platforms producing from 60 wells, 
Erawan would be equipped with 11 
platforms each producing from about 
20 wells by the end of 1984. Erawan's 
production has been rising steadily to 
210 mmcf in October. Another 34 mmcf 
from the Banpot field (part of the sec- 
ond contract), where production 
started in October 1983, pushed total 
production to 244 mmcf. 

Union now says it is capable of deliv- 
ering 350 mmcf by mid-January, rising 


70 


to 450 mmcf by the end of February, 
1985. Based on the Erawan experience, 
where wells' production capacity de- 
clined rapidly, the company is now 
prepared to launch the second con- 
tract. Against the initial 10 wells, when 
Erawan first came onstream, some 64 
wells in the other fields are now ready. 
Union's target is to supply 450 mmcf 
by mid-1985, rising to 500 mmcf by the 
end of the year. 

Given the larger-than-expected in- 
vestment — some US$1 billion has 
been sunk to date — the company obvi- 
ously prefers to sell as much gas as it 
can produce. But the actual production 
next year will depend on how much the 





PTT can take, which in turn is dictated 
by its clients' demand. 

Since the first gas-separation plant, 
with a 350 mmcf maximum daily capa- 
city, was completed and commissioned 
for a trial run in early November, PTT 
should be able to take the required vol- 
ume as soon as Union can deliver. 
What to do with any excess beyond 
that level has yet to be worked out. 

PTT officials conceded that actual 
demand in 1985 might not reach 450 
mmcf daily. The bulk of gas has been 
sold (by PTT) to the Electricity 
Generating Authority of Thailand 
(EGAT), though Siam Cement — 
largest of the three cement producers 
in Thailand — partially switched to 
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ons pex year rane was expected to con- 
sume up to 40 mmcf daily next year. 

To derive optimum usage, the sep- 
aration plant is designed to process gas 
into various related products, part of 
which will be used as feedstock for the 
planned petrochemical industry and 
fertiliser complex. But since the gas- 
based industries are not likely to come 
onstream for at least another three or 
four years, the plant in the interim 
period will process only liquefied 
petroleum gas (LPG, a combination of 
propane and butane, used for cooking 
and powering vehicles), and methane 
(for EGAT). 

PTT and EGAT have yet to decide 
whether the latter will take additional 
gas (on top of the 350 mmcf for the sep- 
aration plant). Supplied by a variety of 
energy sources, EGAT should 
maximise the utilisation of lignite plus 
hydropower — the costs of which are 
far cheaper than gas-fired generation. 

But since hydropower is limited, and 
the government stands to derive more 
revenue (in the form of royalty) from 
gas production, many analysts contend 
that EGAT's gas intake is bound 
to gradually build up. "If EGAT 
can take more, the excess would 
be routed directly [to two large 
power plants near Bangkok]. But 
I suspect the combined demand 
may not reach 450 mmcf for a 
while," commented a senior PTT 
planner. 

It is, therefore, likely that 
Union will have to shut in some 
wells over the next two years. If 
current plans proceed as expect- 
ed, there should be another big 
jump in gas demand beyond 
1986. PTT is finalising a feasibil- 
ity study on a second gas plant, to 
be located near the existing plant 
at Mab Ta Pud on the Rayong 
coast, southeast of Bangkok. 


ccording to PTT governor 
Thongchat Hongladarom, 
the second unit, with a 200 mmcf 
daily capacity and estimated to 
cost US$70-90 million, will be 
configurated to process only 
LPG. PTT officials expect to seek 
government approval in early 
1985 and, barring any setback, 
construction would take about two- 
and-a-half years. 

Owing to a distorted petroleum pro- 
ducts pricing structure, Thailand has 
experienced an LPG boom since 1980- 
81 as household and automotive usage 
skyrocketed. Against Baht 10.80 (40 
US cents) a litre for regular petrol 
and Baht 6.70 a litre for high-speed 
diesel, the  government-subsidised 
LPG now sells for Baht 5.90, up re- 
cently from Baht 5.35. Virtually all of 
Bangkok's taxis now run on LPG, and 
automotive demand this year is fore- 
cast to grow by 15%. 

In a paper presented at a recent in- 
ternational petroleum conference, PTT 
deputy governor Charan Achalabhuti 
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should produsi LPG. at the? 
rate of 450,0007 tonnes a year, which 
should be sufficient to substitute im- 
ports in the next three or four years. 

But one industry expert said that the 
propane-butane' components to be ex- 
tracted from Union gas would produce 
an LPG mix that might not be totally 
compatible to the LPG-related equip- 
ment now in the Thai markets. At best, 
this may entail some technical adjust- 
ment on valves and cylinders; but at 
worst, this may mean the continuation 
of some imports: 

The excess gas supply — albeit tem- 
porary — has further clouded the pros- 
pect of an early settlement to long-de- 
layed negotiations between the PTT 
and Texas Pacific Thailand Inc., 
another United States-based conces- 
sionaire which also struck large gas re- 
serves in the Gulf of Thailand. Unlike 
Union, Texas Pacific has, so far, failed 
to conclude any sales despite talks dat- 
ing back to the late 1970s. Themajor dis- 
agreement centred on a pricing formula. 

The company during 1981-82 pro- 
posed to develop its reserves — esti- 
mated at 7.1 trillion ft? in just one 
structure — for liquefied natural gas 
(LNG) export, but the plan was 
aborted after the Thai Government de- 
cided to undertake the export project 
on its own, with Japanese participa- 
tion. 

Despite scepticism in màny quarters 
that it is now too late for Thailand to 
embark on an LNG scheme, since the 
Japanese and South Korean markets 
are already met by contracted supply 
from Malaysia and Indonesia until 
1990, the government is going ahead 
with preparations. Two Japanese con- 
sortia have been selected recently as 
minority partners in the project. 

Texas Pacific’s talks with the gov- 
ernment resumed earlier this year. 
This time, according to one authorita- 
tive source, it proposed that the gov- 
ernment take over the entire conces- 
sion for US$180 million. Apart from 
exploration costs plus interest, the 
price tag is said to include an overrid- 
ing fee for every 1,000 ft? of gas re- 
serves. 

The government has yet to come up 
with a definite position on the latest 
proposal. There is little doubt that PTT 
is keen to expand its role in the petro- 
leum industry. Aside from its regulat- 
ory functions, PTT is now the biggest 
(49%) shareholder in Thai Oil Refinery 
Co., one of the three partners in the 
trouble-plagued Bangchak refinery, 
and is negotiating for 25-30% equity 
participation in Thai Shell, a unit of 
the Royal Dutch/Shell group which 
has had small-scale onshore crude pro- 
duction since early 1983. 

However, one major constraint lies 
in its stretched financial position — its 
external debt tops US$400 million and 
substantial additional funding is re- 
quired to implement various expan- 
sion projects. п 
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Mochtar in Moscow: an opening to Eastern Europe. 


TRADE 


A look-east policy 


Jakarta’s economic realities dictate more deals with 
communist nations — but politics still intrudes 





By Manggi Habir in Jakarta 


poc often takes precedence over 
economics where Indonesia's trade 
with socialist countries is concerned. 
But, given Jakarta's pressing need to 
boost its non-oil exports, economics is 
slowly gaining the upper hand. 

In early October, just before Econo- 
mic Coordinating Minister Ali Ward- 
hana's visit to Eastern Europe, Jakarta 
liberalised trade with East European 
countries (REVIEW, 18 Oct.). Before, all 
trade with these countries had to go 
through Panca Niaga, a state trading 
company. But now individual trading 
companies can deal directly with their 
East European counterparts. In addi- 
tion, visas for East European nation- | 
als, which previously required Ja- 
karta's approval, now can be processed 
directly by Indonesian embassies in 
those countries. 

Direct trade with China became a 
much discussed topic in November, 
after Foreign Minister Mochtar 
Kusumaatmadja talked about the pos- 
sibility at a business luncheon. Re- 
sponse to this, though somewhat 
guarded, generally was favourable. 
Even armed forces chief Gen. Benny 


ments in Southeast Asia), has been 
cautious about resuming diplomatic as 
well as direct trade links with Peking. 

Still, current economic realities have 
forced Jakarta to ease its self-imposed 
trade restrictions with Eastern Europe 
and review its trade relations with 
China. Protectionism and the econo- 
mic slowdown in Jakarta's traditional 
export markets (the United States, 
Western Europe and Japan) are major 
reasons behind the move to find alter- 
native markets. Given the uncertainty 
of the world oil market, the non-oil ex- 
port push is becoming increasingly ur- 
gent. 

The need to eliminate third-party 
middlemen, which could boost export 
revenue and cut import costs, was 
often cited in support of direct trade 
with China. It was also pointed out 
that the Soviet Union is already à 
major consumer of Indonesian rubber, 
while plywood figures prominently in 
Jakarta's indirect trade with Peking. 

But whether anything substantive 
will come of these initiatives is uncer- 
| tain. Indonesia's two-way trade with 
Eastern Europe — amounting to about 





Murdani announced that the armed | US$224 million in 1983 (or 1% of the 
forces were ready to "safeguard" di- | total) — is still relatively small 
rect trade with China. Through July 1984, Indonesia sold 
Since 1967, when diplomatic ties | US$77.6 million worth of goods to 
with Peking were frozen, trade be- | Eastern Europe rubber and coffe 
tween the two countries had to go | figuring prominently. Imports from 
through third countries — normally | these countries were US$65.3 million 
Hongkong and Singapore. Jakarta, | for the same period. 
convinced that China was involved in Indonesian traders do not expect 
the abortive communist coup attempt | East European goods (mostly metals 


and chemicals) to find a ready market 
in Indonesia, given the entrenched po- 
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in 1965 (and suspicious about its sup- 
port of underground communist move- 








ina is ;n iot oy a govern- 
t is still just an indica- 
ochtar cautioned. Last year's 
] indirect trade figures with 
were roughly US$204 million. 

( initial. excitement about direct 
h China has cooled as politi- 
on begins to reassert itself. 
tar was quick to note that direct 
> with China had nothing to do 
th resuming diplomatic ties. Gen. 
gà Sugama, head of the state intelli- 
body, went a step further — say- 
iat. the armed fo 
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Despite the 1967 exports ban and 
gulations restricting Chinese im- 
rts to those coming through third 
uuritries, indirect trade flourished. 
rts from China are mostly house- 
oods and food; roughly 20% of 
1esian plywood - exports, re- 
d through Hongkong, are destin- 
r China. Indonesian traders al- 
foresee possibilities of exporting 
ient, given the economie modernisa- 
campaign in China. 

en if direct trade with China were 
ored, it is felt that Jakarta, given 
cal and security sensitivities, 
juld confine the trade to a few (or 
rhaps even one) approved trader. 
re is also concern that lingering 
picion over Indonesia’s ethic 
nese population's political loyal- 
could Ad once direct tradei is 
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-in such a way that it will not make 
trade deals even more expensive than 
those now conducted through: third 
countries.” T LN 
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: By Charles Smith in Tokyo | An 


T n the mid-1960s, Japan was the un- 
expected beneficiary of a now al- 


| most-forgotten trade war between 


Europe and the United States over 
chickens. Barrierserected by the Euro- 


pean Economic Community against 
American chicken exports provoked 


Washington into slapping a punitive 
tariff on Volkswagen pickup trucks 
which were then flooding the US. 
Japan's carmakers seized the opportu- 
nity to export their slightly smaller 
trucks (which were exempt from the 
high tariff applied to the VW trucks) 
and thus gained their first, vital, foot- 
hold in the US motor-vehicle market. 
Today, another chicken war makes 


headlines in the Tokyo press, but this- 


time Japan is one of the combatants. 
The Japanese tariff on fowl imports — 
originally a uniform 20% — was split 
asaresult of the Tokyo Round negotia- 
tions so as to discriminate between 
boned chicken, which comes almost 


restaurants). The 18% 

























entirely from the US nd which is now 
taxed at a rate of 13.8%, and the bone- 
less variety supplied by Thailand, 
which has to pay an 18% levy. 

The distinction makes sense in 
domestic terms: Japanese chicken 
farmers, who are concentrated almost 
entirely in three remote rural prefec- 
tures where industry is sparse and 
where income levels are relatively low, 
produce ¥400 billion (US$1.62 billion) 
worth of boneless chicken a year but 
virtually none of the boned variety 
(which only sells іп а few hotels and 
"tariff serves to 
| rds of the cost 
differential betweeti the Japanese pro- 
ducers and their Thai competitors, 
who benefit from lower labour costs, 
cheaper feed and a better climate. Not 
surprisingly, it also infuriates the 
Thais who see the issue as symbolic of 
Japanese: unfairness to their exports 
(REVIEW, 16 Aug.). 









: Pausing for breath 


ustralia's sprint out of recession 

. has slowed to a jog, with national 
income figures for the September 
quarter showing a pause in economic 
growth. The statistics show gross 
domestic product fell by 0.9% in the 
three months compared with growth of 
1.8% in the June quarter. 


. For the year to September, the rise in 


GDP was 4.3% compared to 9.8% for 
the year to June. Release of these fig- 
ures came a few days after the 1 De- 
cember general election. The official 
forecast for the current fiscal year 
ending June 1985 is for a 4% real 
growth. “Overall the recovery is still 
on track,” Federal Treasurer Paul 
Keating told a government economic 
planning council, and the weight of 
private commentary has been behind 
this opinion. 

One reason the е has been 
greeted calmly is the discrepancy be- 
tween these income-based figures and 
alternative calculations’ based on ex- 
penditure. On the non-farm side, in- 
come-derived output was static; calcu- 
lated on expenditure, however, it rose 
by 1.7%. The income-based figures, 
though the most widely accepted, 
could be amended and therefore are 
being taken witha pinch of salt. While 
the non-farm sector continues to be 
stagnant, agricultural industry throt- 


? Чеа back sharply after climbing out of 
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the severe drought of 1981-83 and farm 
production fell by. only - 12.8% in the 
quarter. 

The most worrying butt revealed 
by the accounts is the degree to which 
the recovery still depends on govern- 
ment spending. Real government con- 
sumption expenditure was up 5.3% for 
the quarter, and public investment by 


‘2.1%. 


Private consumption was up a mod- 
est 0.6% for the quarter, making a rise 
of 2.2% for the year to September. 
Clearly much will depend on the pre- 
Christmas buying spree during the 
current quarter, to see whether gov- 
ernment forecasts of a 2.75% rise in 
private consumption (which accounts 
for 60% of GDP) can be met. The 
lengthy election campaign can only 
have been a dampener, with some 
analysts suggesting it set the consumer 
recovery baek by a month. One en- 
couraging pointer, however, was a 
drop in the high household savings 
proportion, from 14.9% 1013%. ^ 

Private investment — the ‘other 
growth engine expected to take over 
from government spending — is not yet 
firing on all cylinders either. Invest- 
ment in dwellings continued to grow 
strongly, but approvals by local au- 
thorities were down by 11.2% indicat- 
ing that the HOUSSE. sector is slowing 
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Yasuhiro Nakasone (whose own LDP 


he chicken problem immediately after 
the publication of the Tokyo Round 
agreements in 1979 but appeared ini- 
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tially to be only mildly concerned. 
What has now miade the issue more 
sensitive is the publication of a new set 
of tariff-cutting proposals by Japan — 
ostensibly designed to benefit develop- 
ing countries — which completely ig- 
nores the chicken problem. 

The new Japanese cuts, approved by 
the cabinet on 15 December, will have 
the effect of accelerating by two years 
cuts which were already agreed on 39 
agricultural products during the 
Tokyo Round negotiations, The tariff 
on boned chicken eventually will fall 
to 10% under the revised Multilateral 
Trade Negotiations timetable but the 
boneless variety will stay at 18% — un- 
less the liberalisation lobby within the 
Japanese Government, which includes 
the Ministry of Foreign Affairs and 
Ministry of International Trade and 
Industry, can outmanoeuvre the solid 
block of protectionists in the ruling 
Liberal Democratic Party (LDP), 

At a ministerial meeting on 14 De- 
cember, Foreign Minister Shintaro 
Abe protested strongly against the 
omission of boneless chicken and ac- 


— LLL ETT 


Non-housing construction declined 
from the June quarter level, and equip- 
ment investment fell a sharp 15.4%. 
Combining these two categories puts 
business investment down by 12.9%. 
With investment in housing added, it 
left overall private investment show- 
ing a decline of 7.9%. Estimates 
suggest that, after allowing for sale- 
and-leaseback arrangements, business 
investment was down 5%. Production 
figures show a rise in output for major 
heavy industries — including steel, 
cars and power — with a 0.8% rise in 
the manufacturing index for the Sep- 
tember quarter, compared with a 1.5% 
fall in the June quarter. 

Trade, too, has showed an improved 
trend, with the trade deficit narrowing 
in November to  A$51 million 
(US$43.78 million) from A$257 million 
the previous month. Exports have been 
growing strongly — at a seasonally ad- 
justed 6.6% in the September quarter 
compared with the previous April- 
June quarter — while imports have 
grown at a slower rate of 5.35%. The 
narrowed trade gap reduced the bal- 
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faction includes several hardliners 
from chicken-farming constituencies) 
ruled that the package should be 
adopted. The reaction in Bangkok was 
a formal protest and student demons- 
trations against Japanese goods. 

The Foreign Ministry says it has not 
given up on the chicken issue, but 
neither is it offering much hope of a 
solution. Meanwhile, Tokyo's trade 
bureaucrats are distinctly on edge. As 
one of them put it recently, handling 
trade frictions with Europe is like 
catching trout: you can afford to play 
your fish for some time before finally 
hauling in the line. The Thais are more 
like a notoriously elusive Japanese 
river fish, the herabuna. Once you feel 
the float move, it may be too late to 
control the situation. 

Memories of occasions in which 
Japan's economic relations with Thai- 
land got alarmingly out of control 
more than 10 years ago are still fresh in 
Tokyo. But in the dynamics of Japanese 
domestic politics, chicken farmers pull 
a good deal more weight than dip- 
lomats. п 


ance-of-payments deficit to A$807 
million in November, down by A$318 
million from the record level of Oc- 
tober. However, the total payments 
deficit for the first four months of 
the fiscal year came to A$4.32 billion, 
suggesting the deficit will exceed the 
A$8 billion envisaged by the govern- 
ment. 

The outlook for the near term is un- 
certain. With inflation down to about 
6% and savings interest rates around 
10%, unemployment at 8.6% and a 
ceiling on wage increases, individuals 
still pick up cautionary signals. Busi- 
nessmen are starting to feel upward 
pressure on borrowing rates, and are 
worried that the present prices-and- 
wages accord may be undermined by 
trade-union claims for increased pay 
based on higher productivity. 

During the election campaign, the 
Labor government committed itself to 
a “trilogy” of fiscal restraints: govern- 
ment spending would not exceed real 
economic growth; the federal deficit 
would be reduced as a proportion of 
GDP, and tax revenue would not in- 
crease as a proportion 
of GDP. Such prom- 
ises become weaker 
after time, but the 
baton in the recovery 
has passed from the 
government to the 
private sector, which, 
so far, is showing it- 
self slow off the mark. 

— HAMISH McDONALD 
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Diminishinc 
returns 


Hongkong's bid to cast its tax 
net wider appears to yield 
more confusion than revenue 





By Philip Bowring in Hongkong 


hina may be retreating from Marx- 
ism, but in capitalist Hongkong 


taxation seems to have been throwing — 
up more and more contradictions. AS 






part of an effort to rectify a seriousde-  — 


ficit, the government has been at- 


tempting to improve yields by effec- | 


tively widening the ambit of direct — 


taxation without changing the funda- 
mentals of the system. 
The reconciliation of these two ob- 


jectives is proving an almost impossi- ~ 1 
ble task. As a result, large areas of un- ` 


certainty are arising which could in 
time significantly affect the conduct of 
business in Hongkong. The 1985 
budget (due in late February) will 
show whether the government will 
take a couple of steps backwards, or 
proceed further along its current path. 

This would end in making residence 
(rather than territorial source) the 
basic criterion for taxabilitv, and in 
taxing individual income on a differ- 
ent basis than corporate income. Both 
possibilities have far-reaching conse- 
quences. But so far, the government 
has been moving towards them not as 
part of a general rethink of the tax sys- 
tem, but in a series of ad hoc, oppor- 
tunistic steps. 

The mess that now exists is illus- 
trated by the case of tax on profits of fi- 
nancial institutions in Hongkong con- 
ducting business offshore. As long ago 
as 1978, the government amended 
legislation to try to bring within the 
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net institutions' earnings from off- | had not adhered to its own 1978 


shore lending. 

Previously, income produced by bor- 
rowing from an entity offshore and 
lending to another such entity had not 
been regarded as "arising in or derived 
from" Hongkong. The key factor for 
taxability was where the credit was 
made available. The test was then 
changed to look at where the opera- 
tions for arranging the credit took 
place, regardless of where the interest 
was received. 

But in a world of regional booking 
centres, syndicated loans, reference to 
head office and all the other divisions 
of responsibility in the international 
banking business, theoperations test is 
not necessarily any clearer cut than its 
predecessors. And bankers and tax ex- 
perts allege that after all these years, 
the situation is confused and the appli- 
cation arbitrary. 

The confusion is such that the ac- 
counting firm of Price Waterhouse re- 
cently remarked that Inland Revenue 
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guidelines for interpreting the ordi- 
nance — so not much faith could be 
placed on the interpretations given in 
revised guidelines issued in Sep- 
tember. 

In early interpretations by Inland 
Revenue, where several bank offices 
had been involved in a transaction, the 
principle of "reasonable apportion- 
ment" had been applied to the Hong- 
kong office. However, to some tax 
purists liability cannot be apportioned 
between jurisdictions, but must rest in 
one location. 

Alternatively, tax had been applied 
fully, but only where the majority of 
the work was deemed to have taken 
place in Hongkong. In more recent de- 
cisions, however, tax has been applied 
in full when any “substantial interven- 
tion" has taken place in Hongkong — 
even though this may have only been a 
minority portion of the total interven- 
tion. 

Various cases are still under slow- 


Smoke without fire 


Japanese tobacco growers appear to be unperturbed 
by a government move to trim their acreage 


By Bruce Roscoe in Tokyo 


J apan’s 88,900-odd tobacco growers 
should be worried. Their ranks are 
to be cut by about 10,000 in 1985, the 
result of a decision by the Tobacco Cul- 
tivation Council to take 4,885 ha, or 
about 20% of the total growing area, 
out of production. That will leave 
about 49,100 ha under tobacco, but the 
council wants to reduce the area by the 
Same margin again in two years. 

The reduction is being made because 
the Japan Tobacco and Salt Public 
Corp. — the government monopoly 
charged with buying, processing and 
selling the entire domestic crop, as well 
as limiting sales of foreign cigarettes — 
is sitting on at least 14 months’ 
supply of domestic leaf. To make mat- 
ters seemingly worse for the grow- 
ers, the tobacco monopoly will be con- 
verted in April into a public corpora- 
tion, Japan Tobacco Inc. (JTI), and, as 
such, it will be expected to take a dim 
view of inefficiencies in growing and 
manufacturing. 

Moreover, monopoly officials have 
promised to allow foreign cigarettes 
onto the shelves of all of Japan's 
250,000 tobacco dealers instead of the 
about 20,000 outlets that are now per- 
mitted to sell small quantities of 
foreign cigarettes. 
` In fact, there will be little to distin- 
guish the old tobacco monopoly from 
the new JTI. At least two-thirds of the 
new corporation's stock will be held by 
the government. Disposal of the re- 
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mainder of the shareholding will re- 
quire a parliamentary decision. Were 
the freeing up of imports to 
metamorphose from political promises 
(made to the United States) to reality, 
local growers and their government 
sponsors would have cause for worry. 

But, privately, they do not appear in 
the least concerned by the current 
reorganisation. Kazukuni Onuki, who 
heads a tobacco monopoly production 
bureau in Ibaraki prefecture, just 
north of Tokyo, believes that as long as 
a significant price differential between 
domestic and foreign cigarettes re- 
mains, foreign makers will have great 
difficulty in lifting their share of the 
US$12.5 billion-a-year tobacco-pro- 
duct market above the current level of 
1.5%. 

The price gap — varying from ¥50 to 
¥80 a pack — is engineered by the 
Ministry of Finance (MoF) which levies 
a 20% import duty and a 56.5% mono- 
poly tax. Susumu Onizawa, vice- 
chairman of the Japan Tobacco Grow- 
ers Association, believes that the new 
monopoly will be more efficient in its 
protection of growers than the old one 
was. He told the REviEw that dis- 
criminatory pricing would continue 
for as long as some farmers continued 
to produce tobacco. 

Prospects of the domestic industry 
being pared further do not seem to 
worry either growers, the monopoly or 
the MoF. As grossly inefficient by in- 


moving 


 appea 3 , but no fi- 
nancial institution has.yet thought it 
worth the cost to take the Revenue 
Commissioner to court on this. Mean- 
while, it seems doubtful if the conten- 
tious 1978 amendment applying solely 
to financial institutions was necessary 
at all. 


he basic determination had said that 

profits arising from the “carrying 
on of a business in Hongkong” were 
taxable if the causative actions took 
place in Hongkong. This would include 
profits from loans arranged in Hong- 
kong but funded elsewhere. One recent 
Board of Review decision in favour of 
Inland Revenue in respect of a bank 
was based on this principle, rather 
than the 1978 amendment. 

The waters were further muddied by 
Financial Secretary Sir John Brem- 
ridge in his last budget, when he en- 
deavoured to tax interest income de- 
rived by Hongkong companies from 
loans or deposits outside the territory 





ternational standards, as the industry 
may appear, nobody seems to be ailing 
— probably the result of a well-pro- 
tected farming sector. Those who are 
obliged to opt out of the business are 
being compensated so handsomely 
that in some regions farmers are volun- 
teering to grow other crops. 


I: Ibaraki prefecture, for instance, 
while about 80 of 900 growers were 
told to regard last summer's harvest as 
their last, some 150, in fact, decided to 
quit. For their trouble, the tobacco 
monopoly will pay out ¥1.7 million 
(about US$7,000) for each hectare the 
farmers give up. Those staying in the 
business will continue to receive a 
guaranteed price from the monopoly, 
averaging around * 1,700 a kg, and the 
monopoly, which sets production 
targets, must buy all that is produced. 

The "tobacco farmer" is, to an ex- 
tent, a misnomer. In Hokota, the hub of 
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would be quite easy to get around. 

Although it is too early for any test 
cases, the government's guidance gives 
a very broad definition indeed. It is im- 
plied that any Company receiving in- 
terest income is carrying on business in 
Hongkong, if the effective. central 
management of the business is in 
Hongkong. The government also used 
the concept of the "effective control" 
_of the business as one test of where a 
business is carried on. 


-These guidelines гаіѕе 


number of issues: Can interest (and by 
.. extension, profits, since it is hard to see 
how interest and profits taxes could be 
based on different principles) arising 
to a Hongkong-based company dealing. 
in shares in the United States betaxed? 
This has serious potential conse- 





ment to rice, vielding about ing, uppl 000 
for every 0. 1 һа, ог about five times 





newspaper repens have beer alluding . 


to the cut in hectarage as a “death sen- 
tence” for the industry. 

The so-called privatisation of the 
monopoly has been termed a “bitter 
trial.” It has been this vein of comment 
that, predictably, has spurred the 150- 
odd MPs of the ruling Liberal Demo- 
cratic Party who club together to pro- 


tect growers, into forcing a concession - 


out of the MoF to more than halve the 
planned cut in growing areas. 

The growers readily give the impres- 
sion that they are losing trust in their 
bureaucrats, both in the monopoly and 
in the MoF. If such lack of faith is 
genuine, it could be part of the reason 
why some growers, in addition to the 
generous compensation, are keen to get 
out of tobacco. 

From their point of view, the MoF 
may be just as happy generating in- 
come from imported cigarettes as from 
domestic brands. Theoretically, 
foreign exporters from 1 April will be 
allowed to set their own base prices, 
which, if accepted by the MoF, could 
put them on a competitive footing with 
local brands. And imports, though still 
minute, are on the rise, up from 2.9 bil- 
lion cigarettes in 1974 to 4.8 billion in 
1983. 

But the growers’ outward distrust of 
officialdom is more symbolic than con- 
erete. It is by now a familiar compo- 
nent of the agricultural lobby’s cus- 
tomary political sideshow that will at 
least guarantee, for those who are 
about to raise alternative crops, that a 
set of new subsidies will be ready and 
VIDE by harvest time. 





FAR EAS 


p] ‘accountants 
‘sounded confident that this change 
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| overseas interests. Its broadest threat, 






however, could be to make residence 
rather than income source the basis of 
taxability — which could have very 


ә. 


| serious consequences for some types of 
. business in Hongkong. 


In its attempt to tax offshore interest 
while only giving tax deductions on in- 


terest in “genuine” cases, Inland Re- 


venue is imposing effective restraints 


on the manner in which local com- 
panis ыз, borrow: For аве tax 






same time“ “hinds nust be- 
exclusively to finance specific. Sri Or 
stock. Thus, a generalised overdraft 
facility appears to be non-deductible. 
Meanwhile, last year’s abolition of 
tax on interest paid by financial in- 


A reorganised World International, 

whose major shareholder is Hong- 

| kong shipping tycoon Sir Yue-kong 
Pao, has announced after-tax profits 
of HK$100.9 million (US$12.94 mil- 

| lion) for the half-year ended 30 Sept. 
compared with HK$74.3 million in 
the previous interim period. An 
extraordinary loss trimmed profits 
attributable to shareholders to 
HK$98 million compared with 
HK$129.9 million previously. Earn- 
ingsasharerose to 6.1 HK cents from 
4.5 cents. 

Interim dividend has been set at 2.5 
cents. The company's profits were en- 
tirely derived from its 44.5% interest 
in the Hongkong and Kowloon Wharf 
and Godown Co. Its shipping in- 
terests have been effectively trans- 
ferred in October to a sister (publicly 
quoted) company, Eastern Asia Navi- 
gation. 

Directors are confident that total 
dividends for the year ending 31 Mar. 

1985 will be at least 6 cents às has 
been earlier forecast.  — ELIZABETH CHENG 


First Philippine in rec 
First Philippine Holdings Corp., 
whose shareholders include Philip- 
pine Ambassador to Washington 
Benjamin Romualdez, brother of Im- 
elda Marcos, finished its financial 
year ended 30 June in the red by 
P46.49 million (US$2.32 million). 

It had been a consistent money- 
maker since the start of operations in 
1975. In the preceding financial year, 
the company realised a net income of 
P38.55 million. The reversal is attri- 

оа big drop in revenues to 










йн m dear rrr ere Ih i tr e E Ra ly A Pg art ai e NP na lacere erae er Pei Gra aa B ms pia pm rp arma edm ds rr rh Rer ei 


| eastern Australia. 






Secondly, and more i important, | 
driving à wedge between the in 
of corporations and those of individt 
taxpayers. Last year Bremridge w 
panicked into removing tax on no 
corporate interest and lost nea 
HK$1 billion (US$128.21 mi Шов, 
revenue. Не subsequently had t« 
compensate for this by making a 
cation of interest tax on corpora 
wider ranging. 1 

The lessons seem to be 
higher the general level of ta: 
greater the efforts by bu 
around them — to the ac 
one but accountants and la 
that once individuals and | 
seen to be treated very d en 
stronger will the political pr 
on the government to raise corp 
rather than personal taxes. 









































































Р159.4 rait don from R212.8 
aggravated by a jump in fi 
charges to P183 million from 
million. Despite the setback, 
said it was able to service its de 
current basis. M 


PLDT raises income 


Net income of Philippine 
Distance Telephone (PLDT) m 
than tripled to P287.43 . 
(US$14.37 million) in the first 
months from Р91.24 million in 
comparable 1983 period. Havin; 
trol of some 90% of installed - 
phone lines àn the country, 
raised its revenues by 74.2% to 
billion from РІ billion, and 
down the rate of expenditure. 
to 55.2%, totalling P 1.43 billion. 

Among the major sharehold 
PLDT are members of the Coju 
family who are politically with | 
dent Ferdinand Marcos. --1506 
ICI boosts profits 
Chemical and ‘plastics maker 
Australia increased net profit 
168% to A$64.7 million (US$55 n 
lion) in the year ended 30 
chieflv on the strength of the r 
economy's recovery from drou 
ICI also earned A$12.3 milio 
extraordinary profits, chief 
through the sale of its subsidiar 
Fibremakers. 

Sales increased by 11.7% to A$1.49 
billion, but business slowed in the 
second half due to increased import 
competition. For 1985, analysts see 
some pick-up $ for Ic unius pro- 
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Chang Ik Yong after the coup: a crucial error. 


Fire in the spirits 


A family feud at a major South Korean distiller points up 
the problems of management succession 


By Shim Jae Hoon in Seoul 


sk any South Korean what he 

drinks during his off-duty party- 
ing and he is most likely to say Jinro 
soju. The sweet, fiery liquor — distilled 
from molasses, tapioca and sweet 
potatoes — is arguably the Korean na- 
tional drink, loved or feared for its un- 
usual speed in reaching the head and 
often lingering there until the next 
morning. In South Korea's biting 
winter, it carries enough firepower (50° 
proof) to dispel the subzero tempera- 
ture. 

But the 60-year-old Jinro empire — 
the biggest liquor distillery, claiming 
41% of the country's soju market — is 
reeling with a non-alcoholic hangover, 
the result of a bitter feud within the 
controlling Chang family. For three 
weeks after a public coup at the share- 
holders' meeting on 26 November, the 
company had two rival presidents — 
Chang Ik Yong, 49, the German-edu- 
cated mechanical engineer who had 
run the company for the past 10 years 
of rapid growth, and Chang Taek 
Yong, his 55-year-old cousin, who was 
appointed by the meeting to replace 
him. 

Ik Yong, who had brought in a corps 
of professional managers to help run 
Jinro, fell victim to a typical South Ko- 
rean corporate feud set off because 
Jinro's 81-year-old founder, Chang 
Hak Yop, wanted his own son, Chang 
Chin Ho, to take the reins. 

The crisis eased on 14 December 
when Ik Yong surprisingly announced 
he would relinquish control. "I'm a 
businessman who has to consider 
Jinro's [long-term] interests, so I'm 
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taking my hands off the management 
regardless of legal or ethical problems 
raised by the current controversy," he 


told a press conference. His move gave | 


the appearance of legitimacy to the 
coup engineered by Chin Ho, who 
hopes to take control of the company 
through his cousin Taek Yong. 

But Ik Yong's decision to give up the 
fight does not end Jinro's troubles. 
With management divided into rival 
factions, the company is starting to feel 
the effects of damaging publicity over 
the feud. Also as a result of Chin Ho's 
seizure of control, the Office of Na- 
tional Tax Administration (ONTA), 
which controls the marketing of al- 
cohol, may investigate how he staged a 
buying raid on the company's shares in 
the stockmarket to be able to out-vote 
Ik Yong. 

Ik Yong's decision to retire, not sur- 
prisingly, has been well received by 
other family-controlled conglomerates 
afflicted by similar problems of suc- 
cession. But they generally agree it will 
be some time before Jinro recovers 
from this affair, which the local press 
compared to "burning down one's 
house while trying to kill its bugs." The 
Chang family war had become so de- 
bilitating that ONTA served notice 
that unless a quick compromise was 
reached, it would revoke Jinro's li- 
cence. 

While the outgoing Ik Yong is said to 
control its production and marketing 
side, his rival Chin Ho has a tight grip 
over the company's personnel and fi- 
nance. Their confrontation threatened 
to paralyse Jinro's operation, which 
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this year is expected to achieve net 

sales of Won 180 billion (US$219.5 
million) in liquor alone. Jinro as a 


group, with subsidiaries dealing 
with bottling, cosmetics, tourism 
and garment-making, ranks 45th 


among the country's top 100 conglo- 
merates. 

The focus of the battle is between Ik 
Yong and Chin Ho, who is now a vice- 
president. Chin Ho, the favourite son 
of Jinro's aging founder and chairman, 
is ambitious — and he does not believe 
Ik Yong could be trusted eventually to 
turn over the company management to 
him. 

A showdown between the two came 
at the shareholders' meeting. After 
routine examination of results and 
performance, Chin Ho abruptly an- 
nounced a new board of directors. 
Missing conspicuously from the roster 
was Ik Yong. Stunned by what he call- 
ed a “coup détat," the president called 
for a recess and left. 

That, his supporters say, was à cru- 
cial error. After waiting for an hour for 
Ik Yong to reappear, Chin Ho had one 
of his supporters take the chair and 
vote on the new board. Chin Ho's mo- 
tion won a majority, mobilising more 
than 51% of Jinro's 9 million shares. 
How he came to control so many is the 
question. 

Under South Korean law, direct 
family members are not allowed to 
own more than 35% of total outstand- 
ing shares. Ik Yong controlled 10% 
and, on the rebels' side, Chin Ho and 
his two brothers are believed to have 
held another 24%. One rumour is that 
Chin Ho secretly bought additional 
shares through the stockmarket in 
others' names. 

Without attracting much attention, 
Jinro shares had quadrupled in value 
on the stock exchange in the few weeks 
before the showdown, from Won 500 to 
Won 2,350. On the basis of this and 
other points, Ik Yong declared the 
whole session, held without his partici- 
pation, "totally invalid" and unlawful. 
He called a new shareholders’ meeting 
for 19 December, but later decided 
against it. 


he feud basically centres on Chin 

Ho's claim that Ik Yong broke his 
promise (made at a family conference 
two years ago) to step down from 
Jinro's presidency in 1984. "He created 
this showdown by refusing to honour 
his promise," said Chin Ho. 

Ik Yong. for his part, is said to have 
been prepared to relinquish his post, 
provided he was offered another posi- 
tion that would allow him to go on 
exercising influence inside Jinro. This 
is firmly opposed by his rivals: appa- 
rently considering him unreliable, they 
now want Ik Yong to withdraw en- 
tirely from the profitable liquor divi- 
sion. 

Apart from entangled family claims, 
the Jinro feud offers some important 
insights into how most South Korean 
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dominante, | 

At the root of this pervasive division 
lies South Korea's heavy Confucian 
i cultural influence, under which domi- 






à; Fhe non-regulation of Macau' 5 finan- 
A cial industry and the continuing 
| loopholes in Hongkong's protection of 
: depositors have been shown up by the 
problems of the United States-based 
‚ Deak-Perera metal trading, foreign- 
‚ exchange dealing and all-purpose 
' fringe financial group. Deak com- 
| panies in the US recently filed for pro- 
f tection while reorganising under 
" Chapter 11 of the Bankruptcy Code. 
`. Deak & Co. (Macau) closed its doors 
^^ owing an unknown amount of money 
. to depositors. Iglesias Tomas, director 
.. of the Instituto Emissor de Macau 
(IEM, the local regulatory authority) 
says he believes deposits of around 
US$20 million placed with the Macau 
-; company through Deak-Perera (Far 
k East) of Hongkong are outstanding. 
. Other sources, however, say the amount 
 islarger. 





. closed, is a foreign-exchange and gold 
dealer and separate from the group's 
Hongkong deposit-taking company 
|: (DTC), Deak Perera Finance, which 
` has had its licence suspended on 
? grounds that it was being managed in a 
`` manner detrimental to depositors. 
After the closure of Deak's Macau 
operation, depositors' hopes of getting 
their money back were kept alive by 
reports that an Asian rescuer was at 
hand. 
A Deak director claimed a "prelimi- 
nary agreement" to sell the Asian oper- 
ation had been reached. But given the 
. complexity of links among a variety of 
Deak companies on three continents, 
| n e was easier to talk about than 

















The latter company, which has also. 


ich | sumers flood the company sw 
board with angry telephone calls 
inga settlement. "Jinró soju is not j 


йты. sons (or a dori nation of both). 
The glaring exceptions are Samsung 
and. Hyundai, whose ‘chairmen have 


publishing industries i in the 1970s and 
was an associate of Amos Dawe of the 


 Mosbert group, currently a fugitive 


from Hongkong justice. In 1978 Cho 
was sentenced in Singapore to a jail 


_ term for criminal breach of trust. 


The main question to be answered 
about Deak & Co: (Macau) is how the 
company came to be taking deposits а at 
all. It is licensed in Macau only as a 
money changer. Yet not only were 
large sums being booked with it via 
Hongkong, but it was also clearly tak- 
ing deposits from Macau residents, al- 
beit on a small scale. 

The Hongkong company was accus- 
tomed to taking deposits on the Macau 
operation's behalf and the actual 
book-keeping appears to have been 
done in Hongkong. 


ccording to Tomas, "there are no 
files here on the deposit taking . 
The transactions were not recorded 
here." However, some Hongkong de- 
positors dispute this, saying that they 
saw copies in the Macau office of depo- 
sit receipts relating to deposits placed 
through Hongkong. 
Tomas now says it is clear that the 
company was operating "beyond the 
limits of itslicence" and charges would 
be brought. Distressed depositors, 
however, argue that the Macau au- 
thorities must have known what the 
Macau company, which has been in 
business since 1974, was doing. It has 
been taking deposits placed through 
Hongkong for several years. 
Depositors also say the Macau com- 
pany's deposit-taking activities were 
known to auditors Coopers and Lyb- 
rand, which in the course of a recent 


in- j audit had written to some of them ask- 
n. ing for confirmation of their balances. 
Coopers may have some expan to 


passed over their first sons in арш of. 
number three or f 0 
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a simple busir ess property of ai 
ambitious people,” one such calle: 
portedly fumed. “It's a national © 
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Some assets still کک‎ y 
frozen in Macau banks. But Tor 
he did not know where the bulk o 
money had been channelled — whe 
to other companies in the Deak g 
or to independent banks. Only 
Hongkong company had this ini 
tion, he said. Depositors fear m 
the money went to the trouble | 
Deak companies. 

Other companies in the g 
clude Bankaus Deak of 
Foreign Commerce Bank o 
land. These both have i 
offices in Hongkong and it is t 
that Deak-Perera (Far East) m 
have channelled funds to t 

Whether or not anyone 
rescue of Déak, and whether or not. 
positors see their money again, 
episode makes nonsense of Macau 
claims to be a financial centre in ЇЇ 
making. And it suggests that Hon; 
kong must tighten up its rules so that 
only licensed. banks, D'TCs and repre 
sentative offices can take deposits Оп. 
behalf of companies outside the terri 
tory, and that there be closer screening — 
of representative offices. 

In Deak's case, the Hongkong au- 
thorities may not have been aware: 
allegation of past drug-money 1а 
dering connections which have. 
aired in the US. But е wi 
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Я lopments іп the property sector. 


SINGAPORE: The Christmas break seemed to 
have started early for investors, many of whom 
— took off for the period, plunging turnover to a 
— - daily average of 6.7 million shares (10.8 million 

previously). The Fraser's Industrial Index drop- 

ped 137.04 points to close at 4,410.58, more than 
= Cancelling out the previous period's gains. Fi- 
- nancial counters took a particularly bad beating 
- as investors reacted belatedly to Singapore's 
| worst-ever bankruptcy. The government-con- 
. trolled Development Bank of Singapore was par- 
— ticularly hard hit. 


O KUALA LUMPUR: The short-lived rally that 
—- had been sparked by relief at the reported central 
- bank injection of liquidity into the cash-strap- 
реа equity market peaked out after the first day 
of trading. Profit-takers plunged Fraser's Indus- 

- trial Index to 2,973.57, down 94.41 points, more 
JA. than cancelling earlier gains. Average daily 
turnover sank back to 7.8 million shares, down 
— from the previous period's 9.45 million, but it 
| wasa less drastic decline than the 61% slump in 
E 'olume suffered by the rival Stock Exchange of 


паг ароте.‏ اد 
pn: News of cash-rich Hutchison‏ 


| Whampoa's plans to build a HK$4 billion 
` (US$513 million) residential complex at its 








Кс shake-up 


SINGAPORE and Malaysia took a sharp dive in the period to 17 Dec. after hefty gains 
in the previous period. Hongkong led the bulls with a 4.6% advance, helped by deve- 





- 


and udi. Index to its lowest point in two 
years at 401.5 points. Over the period the Austra- 
lian All-Ordinaries Index continued its retreat 
from the 750-plus level attained in late 
November, down 9.8 points to 714.3. 


NEW ZEALAND: The market moved ahead on 


high turnover early in the period, spurred once 
again by corporate activity. This did not last long 
and turnover soon reverted to the lower levels 
which had previously prevailed. Prices con- 
tinued to improve, however, and the period 
closed on a firm note. The market finds most of 
its support from individual investors whose 
steady buying activity generally tends to absorb 
the modest selling pressure which has charac- 
terised the market for some time. 


BANGKOK: The market went on a slide, with 
the Book Club Index losing 2.14 points to close at 
127.65. Declines outnumbered advances by 36 to 
six while the rest of the 50 stocks were un- 
changed. The downturn was attributed mainly to 
the grossly overbought situation, which 
triggered profit-taking manoeuvres. The small 
uptrend in the country's repurchase rates also 
encouraged liquidation. Volume totalled some 
Baht 365.4 million (US$13.5 million) or an aver- 
age of Baht 73.08 million a day. 
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MIM Holdings 224 87 












— Hunghom dockyard site filled investors with 
— mew confidence in the property market. With the SEOUL: investors continued their buying spree 






= Stockmarket weighted heavily in favour of prop- | aimed largely at blue chips, driving the index up ا‎ pe te 
_ erty counters, it was not surprising, therefore, | to the year's high of 138.25, up 0.66 of a point on | e gan s 
_ that the Hang Seng Index surged to the year's | the period. Average daily trading volume grew to | samos 5.65 ал d 
high of 1,166.42, up 51.41 points on the pre- | 20.78 million from 17.83 million in the last a i Ae Drg 
Р ` Christmas holiday period. Window-dressing for | period. For the first time in months, there was | wesenwees 267 a2 
۾‎ - the year-end helped raise prices further and was | some buying of low-priced construction shares, | Wespe 383 у 
` expected to boost the market іп the coming period. | but the leaders were machinery, up 15.73 points, | мн +m 7 $ 
_The index has appreciated by some 34% sincethe | and fabricated metals, ир 13.11 points. Non- 
first trading day of January. Turnover averaged | metallic minerals and pharmaceuticals saw the 
* Bou HK$196 million. sharpest falls. Owing to good results, largely in HONGKONG 
the area of fabricated metals exports, Daelim 
` MANILA: It was another miserable period for | Trading Corp. saw the largest gains. Hang Seng Index 
— turnover and the sectoral indices, with no signs 11 Dec. 1,11 
of change for the better. Only P5.52 million TOKYO: Trading was thin. Many stocks came | 12 Dec. 1,11 
(US$276,000) worth of business took place, one | under selling pressure early in the period, with | {35° My: 
_ Ofthe leanest this year. The number of shares | the Nikkei-Dow Jones Average dropping more | 17 Dec 116 
| traded reached 157.75 million only due to fairly | than 66 points in the first day of trading. Foreign | Change on week +46 
brisk activity in a seldom-traded, low-priced | investors and trust funds were reported to be "ü Meus: 
- mining stock. The mining index was off 0.97 of a | selling. Drugs, banks and other financial stocks HKS оптек y 
— point to 746.62 at the period's close while the | weakened. But prices took an upturn just before | eve ^" MM... 
—  eommercial-industrial index fell 0.39 to 109.21. | the end of the period, spurred by investors’ in- | "skota 22 90 18 
| The only gainers were Lepanto and San Miguel. | terest in blue-chip companies experimenting | FI t x I AM d 
—- Among the losers were B shares of Atlas, Benguet | with new materials. At the end of the period, the | cone 059 sa 4 
- and Philex—as well as common shares of PLDT. | index had gained 138.8 points to close at | *"* 7 9 7 
11,455.67. FEM ~ ЖАВ ul 
AUSTRALIA: Tumbling gold prices and soften- First Pac но 205 +07 4 
Great E agie 041 


a ing of other metal prices kept up a bearish trend TAIPEI: Closing at 863.33, up 14.68 points from 
| on Australian exchanges over the period. The | the previous close, the market maintained the 


main upward influence was a flurry in the indus- 
trial sector, centred on Elders IXL following 
rumours of a takeover bid from Robert Holmes a 
Court. When this fizzled out, bargain hunters put 
some life back into the markets on 14 Dec. with 
\ even the depressed resources sector firming 
briefly. The fall in gold prices caused a crash in 
mining stocks on 17 Dec., pushing the All Metals 


78 
be 


rally it began in late November. Continuing 
heavy activity by institutional investors trying to 
push up the average market value of their hold- 
ings by year-end overcame some concerns in the 
market about the slowdown in the economy's 
growth rate. Plastics shares were the biggest gain- 
ers. Average daily turnover was NT$861 million 
(US$21.52 million). 
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766 +77 13 
3625 21! 38 
41,50 * 35 
1200 „4 +139 55 
1 +47 64 





Jones Average 








11,250.83 
11,382.34 
11,340.05 
11,419.15 
11,400.70 
11,455.67 
+1.23% 
17Dec. change Pie 
Yen onweek ratio 
1090 -09 47.1 
545 *13 19.0 
314 +72 792 
665 -02 700 
1600 +60 435 
599 +22 245 
1010 +10 27.9 
560 1.1 311 
345 -28 28.1 
1690 +112 125 
1400 +45 404 
Estato 572 +23 67.0 
ABD +5! 296 
fonda Motor 1260 +96 460 
мі 148 -07 18.4 
EOL 1290 +66 636 
Conat 267 -18 11.9 
505 +16 652 
Soap B00 +1.9 322 
623 +05 197 
“Cinn Brewery 536 -34 241 
(Komatsu 198 +158 60.9 
‘Kumagai Guri 483 +62 115 
Elec. Ind. 1540 +141 26 7 
Elec Wks 645 +49 225 
Estate 515 — 28 9 
РЕТИ 250 37 237 
Masui Со 342 +2.1 54.3 
Ява Estate 683 «0.1 35.2 
357 +29 2?2 
^ppoonN. CA 1190 +44 423 
 wippon Modo 645 -0.6 11.8 
ippon Ot age +06 649 
Appon Stoel ,' 148 — 3288 
: 870 *06 22B 
245 +1.2 19.8 
1160 *55 569 
2790 +94 529 
959 +36 319 
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Sanko Steamship 119 2.5 -— 

Sankyo Pharm 90 +58 286 
Sanwa Bare 1140 -4.2 45.0 
Sekisui Prefab Homes 562 -14 274 
Sharp 1120 77 270 
Shiseido 1120 +34 216 
Sony 3730 72 330 
Sumitomo Bank 1670 #25 46 9 
Таза Const 203 -05 129 
Takeda Chem 750 +14 27.4 
Tokio Marine and Fire 706 +10 417 
Tokyo бес. Power 1490 “06 152 
Toray 420 +07 319 
Toto 616 -33 227 
Toyo Kogyo 438 -05 156 
Toyota Motor 1290 *57 129 
Yamaha Motor 745 +94 — 


NEW ZEALAND 
Barclays index 





11 Dec. 1,440.99 
12 Dec. 1,445.62 
13 Dec. 1,453.06 
14 Dec. 1,452.40 
17 Dec. 1,460.12 
Change on week +1.99% 
17Dec. “change % 
N25 onweek yield 
Alex Harvey 3.00 -23 37 
Bnerley 475 +22 1.6 
Carter Holt 3.55 +14 31 
Dommion Breweries 1.63 +19 69 
Fetter 272 +46 46 
Fletcher Chafenge 322 +16 62 
Lion Brewenes 220 E 71 
М2 Forest Products 330 +06 39 
NZ Oil and Gas 0.50 — — 
NZI 1.75 -17 49 
NZ Steet 2.40 -- 75 
UEB Industries 1.63 -06 77 
Waitaki NZR 1.55 a1 68 
Wattie 385 +35 36 





PHILIPPINES 


Manila Mining Index 








11 Dec. 746.62 
12 Dec. 748.02 
13 Dec. 748.02 
14 Dec. 747.55 
17 Dec. 746.62 
Change on week -0.12*6 
170ec. “change % 
Peso onweek yield 
Асе Ming 0.9012 -— – 
Atias-8 18.00 -25.0 ~ 
Вадою Gold-B ج‎ x - 
Ға-Ат - -— -= 
First Hokings - -— - 
Lepanto-B 0.03 Е 
Marcopper — — — 
Pháex-B 0.095 50 -- 
PLOT эв 50 49 - 
Phil Overseas -— - = 
Pioneer-B - = T 
Podoo-B 00012 — -- 
San Miguel-B 10.25 — e 
W Mo^olco-B. -— Е - 
SINGAPORE 
Fraser's Industrial Index 
11 Dec. 4,500.81 
12 Dec. 4,474.55 
13 Dec. 4,431 27 
14 Dec. 4,410.02 
17 Dec. 4,410.58 
Change on week -3.01% 
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onweek yield 
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Korean Artes 505 00 
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Korea Fund ust 14. 125 
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who take Asia seriously. 


p \ The 13th edition of the All-Asia 
Guide is simply crammed with 
new up-to-the-minute 
information, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 


There are chapters on no fewer 
than 26 countries. Plus opening 
chapters on eating out in Asia, on 
the best way of using your 
baggage allowance, and on how 
best to carry your cash. 


25 new maps, making a total 
of more than 60. 


Hints on how to travel in Asia 
— from packing the right things, 
to the best places for souvenir 
hunting — wherever you're 


going. 
An even more streamlined 


guide to hotels in the region with 
more than 1,600 listed. 


Some 55 new colour pictures, 
and more than 110 new black- 
and-white pictures. 


All of which adds up to over 
Y 700 pages of vital information for 
ы — business and pleasure travellers 

АЛАТ ИТ in Asia. 


E = eh To make sure of your copy, 
Now in its 13th Edition. send оне coupon today 


г- 


————— اا‎ — — — — — Б 


To: Publications Division, The ALL-ASIA GUIDE is 
Far Eastern Economic Review Ltd., G.P.O. Box 160, Hongkong. published by the Far Eastern | 
Please rush me copy/copies of the ALL-ASIA GUIDE, 13th Edition, as indicated. | enclose a cheque/postal Economic Review, Asia's most | 
Ordo ix respected business weekly 
No. of copies C] by surface L] by airmail* R1227AG13 | 
ALL-ASIA GUIDE, 13th Edition: HK$89/US$11.95/£8.75/S$25/M$27_50 each FarkasternE | 
*For airmail delivery, please add:- HK$45/US$6/£4.25/S$13/M$14 per сору. ' 
Мате. _ | 
aoe NS  _ Е | 





E LETTER FROM BANDAR SERI BEGAWAN 


ess than a two-hour boat ride 

from the world’s most expensive 
palace and Asia's largest mosque lie 
the peat-swamp jungles of Brunei. 
And while few in this oil-rich sultan- 
ate are aware of its ecological 
wealth, a few experts working out of 
a warren of offices in the middle of 
this capital town feel the jungles 
could have a special meaning to Asia. 
Ultimately, thev say, Brunei's jungles 
could prove an invaluable aid in de- 
celerating the deforestation through- 
out the entire region. 

Making up some 60% of the 5,800- 
km” country, Brunei's jungles are 
hardly massive in area. But, unlike 
other Asian timberland, more than 
50% is virgin forest, with several 
unique “pure-forest” (single-species) 
areas fit for experimentation. 

The real value of the jungles, how- 
ever, according to visiting Japanese 
tropical-forest ecologist Isamu 
Yamada, is that these forests are, 
ironically, the only unused forests in 
Asia. And primarily because they are 
so useless to Brunel, they can serve as 
experimental grounds for forests 
from Chiang Mai to Palambang. 

“The jungles here aren't barren of 
useful trees,” said Yamada, who has 
been studying Brunei for two vears 
and Asian forests for almost a decade. 
“But just because Brunei doesn't 
need the trees, we can work with 
them. Brunei must form the centre of 
a sort of forest intelligence network.” 

The reasons for deforestation are 
simple: cutting timber for export and 
fuel, or to clear land for ranching, 
farming or temporary slash-and- 
burn cultivation. While Brunei's tri- 
bal people practised slash-and-burn 
until relatively recently, today the 
Ibans, Dusuns and even Punans are 
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Bandar Seri Begawan; Yamada: no use for forests іп the 'Shellfare State.’ 


working in the towns. There are few 
farms, no ranches, no timber exports. 
And only a few hundred people are 
estimated to use anything but gas or 
electricity for fuel. Consequently, the 
forests are allowed to thrive. 

“This is a unique situation,” said 
Yamada. “We have an ideal ground 
for experiments in regeneration, nu- 
trient replacement and reafforesta- 
tion. The problem is that while the 
forests are disappearing all too 
quicklv in the rest of the region, 
Brunei is moving all too slowly." 

Both these are understatements. 
Most ecologists have given up on 
other countries. Thailand and the 
Philippines have virtually no virgin 
forest left. Not onlv are Indonesian 
trees being rapidly depleted but lack 
of even primary ecological care 
caused a forest fire in Kalimantan 
early this year to wipe out up to 25% 
of the jungles. In Peninsular Malaysia 
and neighbouring Sabah and Sara- 
wak, the exploitation is equally un- 
checked. 


ext to these, the forests of little 
Brunei seem ideal. With all-vear- 
round rainfall, a variety of altitudes 
(mainly lowland), ex- 
cellent soil and already 
hundreds of species, a 
future Asia-wide pro- 
gramme соціа be 
centred here, if only as 
a matter of noblesse 
oblige by the royal 
family. But who would 
administer such a pro- 
gramme? 
One  sSsilviculturist, 
Mohammed Yassin 
Salleh, of Brunei's 
Forestry Department, 
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admits that few Bruneians are in- 
terested in this kind of work. The 
“Shellfare State” mentality has per- 
vaded most of the country, and few 
Malays are interested in the work. 
“We could contribute to regional 
forestry,” said Salleh, “but in Brunei 
we certainly don't want to move too 
quickly. Moving quickly would only 
transform the society in ways we 
don’t want. We prefer to develop this 
in our own time.” 

The second problem is that no 
intensive research has been done on 
Brunei's forests since the late 1950s. 
Statistics are either unavailable or 
unreliable. Various experts have 
made short sojourns into Brunei, but 
go off to the more variegated jun- 
gles in other parts of Borneo. "So 
we have not only virgin forest but 
virgin territory," said Yamada. "But 


this is the time for planning 
regionwide cooperation. 
“I have al- 
ready contact- 


ed colleagues 
throughout Asia 
and the plan is 
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gaining inter- 
est.” There are 
various forest- 


research centres 
throughout Asia, 
he said, “but the 


centre for ex- 
changing  in- 
formation must 


be here in Bru- 
nei, which alone 
has the funds, the 
forest, the stabil- 
ity and does 
not have the tim- 
ber companies or 
farmers to destroy 
what we put up. " 
Yamada added: “Iam 
optimistic. Now that 
Bruneiisin Asean, other 
countries see this [co- 
operation] as feasible. 
We can experiment, 
publish and exchange 
information without 
problems from timber 
companies or conglo- 
merate farms. The goal 
is to save the forests of 
Asia, and І think 
Brunei will be at the 
core of this project. Be- 
cause nobody else can 
doit."  — HARRY ROLNICK 
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Share the excitement with the JPS FI Team. 
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